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This dissertation deals with founding visions in the venture capital setting. It is 
the story of two contrasting initiatives for venture capital as they unfold in the 
turbulence surrounding the millennium. It is the story of these contemporary 
initiatives seen in the light of what was originally intended, as we uncover the 
founding vision for an initiative that pioneered a venture capital phenomenon 
of global dimensions. It is the story of people and the reasons for their commit
ment.
 The research draws on the complexity of human nature to problematise the 
venture capital phenomenon, by studying founding visions for unfolding initia
tives in terms of intended purpose, intended beneficiaries, and psychic income. 
Streamlining, fraternity and pioneering visions found in the stories of meaning 
and practice involve different implications for affiliates as well as the socio
 economic landscape as a whole.
 Such reflections on what is and what has been give food for thought as we look 
towards the future. As a pioneering vision loses its spark to a streamlining land
scape, tensions between venture and capital bring forth the question of who will 
provide venture capital in its original meaning of venturing into the unknown.
 This study gives a higher resolution of the vision concept which may refine 
our reasoning regarding such issues. The study also contributes to our under
standing of the value that lies in seeking affiliates and partners with visions that 
harmonise with one’s own. This is particularly relevant for a business founder 
who is considering the avenue of venture capital, or a venture capitalist who is 
striving to bring a pioneering or a fraternity vision to life.
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“Where there is no vision, the people perish.”
 Solomon, King of Israel 970-928 B.C.

“The growth of a company, a country, or indeed a community depends on the 
vision and enterprise of its people.”

Georges F. Doriot, Professor at Harvard Business School 1927-1966 A.D.
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Abstract
This dissertation deals with founding visions in the venture capital setting. It is 
the story of two contrasting initiatives for venture capital as they unfold in the 
turbulence surrounding the millennium. It is the story of these contemporary 
initiatives seen in the light of what was originally intended, as we uncover the 
founding vision for an initiative that pioneered a venture capital phenomenon 
of global dimensions. It is the story of people and the reasons for their commit-
ment.

The research draws on the complexity of human nature to problematise the 
venture capital phenomenon, by studying founding visions for unfolding initia-
tives in terms of intended purpose, intended beneficiaries, and psychic income. 
Three distinct visions are found in the rich stories of meaning and practice. By 
interpreting such visionary elements and their manifestations, implications of 
particular venture capital initiatives on the strategic and human levels are dis-
cussed. Streamlining, fraternity and pioneering visions involve different implica-
tions for affiliates as well as the socio-economic landscape as a whole. 

Such reflections on what is and what has been give food for thought as we look 
towards the future. As a pioneering vision loses its spark to a streamlining land-
scape, tensions between venture and capital bring forth the question of who will 
provide venture capital in its original meaning of venturing into the unknown. 

This study contributes to our understanding of visions by bringing three di-
mensions to a concept that is typically treated one-dimensionally. In this sense, 
it gives a higher resolution of the vision concept which may refine our reasoning 
regarding such issues.

The study also contributes to our understanding of the value that lies in seek-
ing affiliates and partners with visions that harmonise with one’s own. This is 
particularly relevant for a business founder who is considering the avenue of 
venture capital, or a venture capitalist who is striving to bring a pioneering or a 
fraternity vision to life. 
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Prologue

Welcome to this Play. 

It is set in the late 20th century, somewhere in the heart of Sweden. 

A young woman – our Research Apprentice – has just embarked on the journey 
of a doctoral thesis. 

Little does she suspect that it will take several years to find the answers to the 
questions she will encounter along the way. 

Equipped with a simple notebook and a tape recorder, she launches into the 
world of venture capital, eager to explore a new challenge that has been set 
before her.  

In her quest, she will meet a number of different people, each group with their 
own ideas of what venture capital is all about. 

Reflecting on the visions for their initiatives, our Research Apprentice is then 
faced with a new question: how was venture capital originally intended?

Seven years later, her quest has finally come to an end. Has she found her an-
swer? That is for you to find out. 
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CHAPTER 1. The Theme of this Research

CHAPTER 1
The Theme of this Research

First Scene: The Assignment
The play opens in a large office. The walls are white; there is a huge window at 
one end letting in bright sunlight. A couple of bookcases are surprisingly empty. 
Two young women are sitting at their desks at the window, glancing through their 
calendars. There is a soft knock on the door; RAT-A-TAT. The two women turn 
around as a middle-aged man enters the room, greets them and takes a seat in 
the empty chair by the door...

THE PROFESSOR: … So, welcome both of you to our Business School. I 
think it would be good for you to start with a research project. We try to get our 
Ph.D. Students enrolled in a project as soon as possible. It’s like a form of research 
apprenticeship. (The two women are listening intently, nodding). Now I’m not 
really sure what your research interests are. (Turning to one of the women) I 
understand you’re into marketing?

FIRST WOMAN: Yes. Well, I haven’t really decided yet. Marketing or 
management, I have a background in both.

THE PROFESSOR: Anyway, I’ve had a project in mind for some time now. I 
was thinking that maybe one of you would like to be involved! You see, I know a 
guy who teamed up with other successful business founders to launch a regional 
venture capital firm. There is a lot of innovation happening in that Region. 
And now a group of quite prominent people in our Region has taken a similar 
initiative. There may just be a different business logic here that could be worth 
exploring. (Pausing, then addressing both women) What do you think? Does it 
sound interesting?

FIRST WOMAN (In a hesitant voice): Eh… I don’t know. It doesn’t really 
sound like my area…

THE PROFESSOR (Addressing the second woman): And how about you?
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THE RESEARCH APPRENTICE (eagerly): I think it sounds exciting! I’d like 
to be involved! I don’t have that much to do at the moment, either, besides taking 
a few classes.  

THE PROFESSOR: Good. Maybe you could start then by writing down a 
couple of pages on venture capital and how you would picture this project. I think 
we can find some funding for it here at the Business School. Then we can have 
a meeting and discuss how to get the project started. (Takes his leave and exits 
the room).

(The first woman leaves the room.)

THE RESEARCH APPRENTICE (Addressing the audience): What did I just 
get myself into? What is venture capital, anyway? Well, he’s this great professor, 
if he thinks it’s important then it must be! (Distressed) What am I going to write 
about? What did he say the project should focus on? I’d better get down to the 
library right away; there must be some literature that can give me a clearer idea 
of what I’ve got myself into…

The emergence of a research theme
Research may start with the most naïve of questions, the one you would not 
venture to pose in academic circles for fear of publicly exposing your ignorance. 
For me, it started with a question that was immediately quelled by my eagerness 
to get started; “What is venture capital?” My feelings of inadequacy in being 
unfamiliar with the term sparked a search that might never have come about had 
I been dished out an answer. 

From this confessional tale (cf. Van Maanen 1988) it might seem as though 
this dissertation was a product of happenstance. I assure you, it is not. Just as 
there are various ways of conducting research, there are various ways in which a 
research theme will come about. Seeing research as a process of life development, 
Judi Marshall contends that “...people study topics that are relevant to them. (…) 
This personal involvement is not a burden, a source of unwanted bias; rather it  
provides the energy for research and heightens my potential as a sense-maker.” 
(1992:281). Somewhere along the line, something triggers one’s commitment 
that finds its strength in one’s personal mosaic of background, personality, and 
aspirations, influencing what phenomena to study and what questions to explore. 
In an interview commenting her book ‘Men and Women of the Corporation’, 
Rosabeth Moss Kanter explains how as a researcher she would not “…want to 
do anything that doesn’t make a contribution to improving the world.” (in Puffer 
2004:97-98). My motivation for finding a way through the quagmire has very 
much been the desire of making a contribution to more than my own awareness 
and understanding. This original seed has been a continuous source of motivation 
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that has helped me overcome the frustrations and discouragements that are so 
intrinsically linked with any research process (see Eisner & Powell 2002).

As a freshly-enrolled Ph.D. Candidate I had no particular preference as to 
what kind of business activities I wanted to study. But, in the back of my mind, 
there were questions calling for investigation, questions that would surface 
from time to time prompting for answers. As a young child, I moved with my 
family to the African continent because my parents were carrying a vision of 
what they wanted to do with their lives. And so the realisation of that vision 
– involving the move to three different countries, with new languages to learn 
and new cultures to explore – was a notable part of my childhood. Enrolling as 
a student at the Gothenburg School of Economics and Commercial Law, I was 
taught the golden maxim of profit-maximisation. But this did not fit with the 
harsh realities of sustenance and survival I had left behind in Africa. Nor did the 
fact that some people do not choose to walk the mainstream way seem worthy of 
much theoretical consideration. 

My senior year at university involved writing a master’s thesis together with 
a fellow student. Finding a research topic was a dilemma until our supervisor-
to-be planted the idea of looking into telework among Scandinavians abroad. 
Location theories that we came across in economic geography about why people 
moved from one place to another and what determined their choices emphasised 
the maximisation of the individual’s own utility (cf. Etzioni 1988). But this did 
not reflect the complexity of motives revealed in our investigation. Interviewing 
sixty Scandinavians who had moved to the Mediterranean Sun Belt, we found a 
commonality in that they had (re-)arranged their work lives so as to improve their 
quality of life (Garvi & Kullenberg 2000). Behind the move from Scandinavia to 
Italy, France or Spain lay a vision of what these people desired in life and wanted 
to accomplish (cf. Senge 1990/2006). What the vision was about was as diverse 
as the people we encountered. 

Arriving in Jönköping, the very first research work I undertook as a Ph.D. 
Candidate was a small-scale project together with a colleague. Intrigued by 
young people’s rising ambitions to create new companies and their visions of 
growth, we interviewed ten entrepreneurs at the Business Incubator1 connected 
to Jönköping International Business School (JIBS). What we found was a mixture 
of visions of grandeur and quality of life, sometimes combined with unrealistic 
implementation – what Barbara Bird and Candida Brush (2003) would call ‘naïve 
entrepreneuring’. Clearly, having grand visions was one thing – putting them 
into practice quite another. And here we saw that the ability to realise a vision 
and involve other people in this process varied greatly among the individuals we 
met.

1 This Business Incubator is now called the Science Park Jönköping (www.sciencepark.se). 
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As I embarked on the research project that was to become the bulk of this 
dissertation, I realised that the effectiveness of a model depends on what one 
wants to achieve. It made little sense for me to try to understand what the people 
I encountered were looking to accomplish, unless I tried to grasp what it was 
that they wanted to do – unless I included their motives and visions. And so my 
encounters with people in the venture capital setting were guided by the desire to 
understand what it was that they intended to accomplish.

What transpires in the sketch of my research journey is the room for volition, 
for the opportunity to make choices and decisions. Two people – in identical or 
similar circumstances – can have entirely different visions of what they want to 
accomplish depending on differing perceptions of reality and dispositions. I thus 
see a vision as reflecting the intended purpose of what we want to achieve, which 
may or may not coincide with how things actually are. It holds the rationale for 
what others may see as straggly but that to you makes perfect sense. And therein 
lies its beauty; a vision can entail a strong commitment to a cause, sparking the 
will towards new accomplishments (see Levin 2000).2 

Let us start this journey, therefore, as I started mine – with impatient curiosity 
as to what people might envision when they embark on something new. Imagine, 
for a second, that you had the opportunity to talk with Karl-Oskar and Kristina 
only moments before they set out on their voyage to America, in the hope of a 
new future.3 What did they – and their fellow boat passengers – envisage as they 
took that bold step to change their lives? Did they share the same dream, the 
same ambitions? Or were they simply united in their escape from misery and 
their hopes for something better? Though the literary world of Vilhelm Moberg 
bears little resemblance to the realm of venture capital, these questions that help 
us make sense of human initiative still linger through time and space. 

In the wake of venture capital
Is access to capital what makes the subtle difference between success and failure? 
The ‘power of money’, ‘money talks’, ‘cash is king’ – various idioms reflect the 
view that the access to financial resources is a powerful facilitator. Adding the 
epithet of ‘venture’ directs one’s thoughts towards a specific kind of capital that 
involves chance, risk, or danger (Longman 1984). As I turned my attention toward 
the on-going debate on venture capital, I became concerned with what it would 
mean for the founder of a business, who had started his or her enterprise with a 

2 The concept of vision and how I use the term is further discussed in chapter 2. 
3 The main characters in the Emigrant novels, a quadrilogy by Swedish author Vilhelm 
Moberg, fled from the poverty, religious persecution, and social oppression in mid 19th century 
Sweden to the American frontier. 
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notion of who and what it was for, to become affiliated with a partner taking an 
ownership stake in the business.

Let me put these reflections in their proper context by dwelling briefly on the 
background surrounding the early stages of my research. In late 1999, Sweden 
and much of the industrialised world was living the ‘IT bubble’. As the valuations 
of stock in computer technology companies – and in particular anything related 
to the Internet and e-commerce – reached astonishing levels and reports flowed 
in of individuals turning millionaires almost overnight, there seemed to be no 
shortage of money. For many of the young entrepreneurs at the business incubator 
connected to JIBS, any business idea in e-commerce was expected to bring on 
a flow of venture capital, taking the new venture on an exciting ride to the heart 
of the capital’s booming IT district.4 My impression at the time was that venture 
capital was almost everyone’s desire, as a magic wand for what many people 
seemed to be dreaming of – namely fame and fortune. 

Many of the dreams and ambitions encountered in 1999-2000 appear naïve 
and unrealistic with hindsight. But they echoed also in the media, such as in 
this article raising the challenge; “If you want to get rich, be an engineer!” and 
providing the recipe for making new millionaires: 

How do you become rich? Well, you get yourself a proper education. 
Preferably within an area that is somehow related to information 
technology. Then you continue with research or at least developing 
some kind of speciality within that area. After that, you found a company 
around your speciality together with a few research colleagues and 
many venture capitalists. A few years later, you sell it all for a couple 
of billion kronor.5 

Though the article was written on an ironic note, the marvel at a new era where 
wealth was suddenly within the reach of anyone who was brave enough to set up 
his or her own venture was tangible.6

“Never before have so many been willing to invest so much in new and 
unlisted companies” trumpeted a headline in the business magazine Veckans 
Affärer in the summer of 2000. Announcing that more than 50% of the total risk 
capital amounting to 170 billion SEK was available for new investments, venture 
capital was now a global phenomenon with capital flowing in from oversees at 
an astonishing pace. “The phenomenon is global. In the U.S., with an estimate of 

4 This is a stylised rendering of what several of individuals reported when asked about the 
goals and ambitions for their nascent companies in late 1999 and early 2000 (Garvi & Wigren 
2000). 
5 Own translation. The article was published in Ny Teknik, May 11th, 2000. 
6 For a review of the media’s coverage of the ‘IT boom’ in Sweden see the report by Anna 
Pettersson and Viktoria Leigard (2002). 
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two thirds of all the risk capital world-wide, as much funds have been pumped in 
during the last two years as in the preceding twenty.”7  

I was one of the many people who read reportages such as the one above with 
increasing attention, as I followed two groups of individuals who had recently 
involved themselves with the provision of venture capital. Stories of successful 
investments proliferated. One case which received its fair amount of publicity 
was the acquisition in May 2000 of Altitun, a laser technology company, by 
the American corporation ADC Telecommunications. The deal was reportedly 
worth 8 billion SEK. The company had only existed for three years, and with 
equity shares worth well over 500 million SEK each for its founders, the press 
had a field day.8 In the climate surrounding the millennium, ‘growth’ was the 
buzz word. However, it was not gradual, long-term growth that was confirmed 
through such stories as Altitun, but the astonishing pace at which financial value 
could be created.9 At the annual event organised by the Swedish Venture Capital 
Association (SVCA) in March 2001, the Altitun story was the highlight of the 
programme. Listening to the co-founder and CEO of the company as well as one 
of the venture capitalists having made the ‘lucky’ investment, I wondered at how 
an ever-accelerating growth pace was the management fashion. Rapid growth 
meant rapid changes, such as the arrival of new employees or new contracts. But 
rapid growth could also prove challenging when an acquired entity was to be 
incorporated into an existing organisation in order to expand its resource base. 
The potential challenges of this fashion were not, however, the topic of the day. 

Meanwhile, in my fieldwork I was encountering several people who were 
questioning the sustainability of an idea when profitability was not part of 
the equation. A brochure distributed in 2000 by Connect Sweden, a network 
organisation for entrepreneurs, subtitled ‘How You as a growth entrepreneur 
handle investors’, gave the following cautionary advice: “Perhaps you should 
decline when an investor offers 10 million kronor for 30 per cent, and instead 
accept the offer of another who is willing to venture merely 5 million kronor, but 
who will be building value in the company in a much better way.” (2000:20).10 
In another report published by Connect Sweden in the following year, nine IT 
entrepreneurs having received venture capital in 1999-2000 were interviewed 
by students Niclas Qvist and Henrik Saläng. They found that the financiers in 
question – venture capitalists and business angels alike11 – focused on rapid 

7 Own translation of an article published in Veckans Affärer, August 28th, 2000. 
8 See for instance the article in Dagens Industri entitled ‘Researchers hit the jackpot’ (own 
translation) published on May 6th, 2000. 
9 An ‘inside’ account of the Altitun story is found in the book by Jan Jörnmark and Lennart 
Ramberg (2004). 
10 Own translation.
11 The term ‘business angel’ was coined by Broadway insiders to describe those wealthyThe term ‘business angel’ was coined by Broadway insiders to describe those wealthy 
people who backed show productions in order to be admitted into the circle of their star people 
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increases in investment value through short-term measures. For lack of a 
long-term or at least a medium-term perspective, these actors could hardly be 
reconciled with the image of investors who were patient enough to await the due 
course of development of a fledgling venture. The lack of experience of these 
venture capitalists – some of which were only just starting out – was also brought 
to attention. “The thought that these venture capital firms and business angels 
who made their investments in the good times didn’t really have control of their 
own operations is just as fascinating as it is scary.” (Qvist & Saläng 2001:39).12 
The moral of these stories was for entrepreneurs to choose their investors with 
care.

By 2001, rapid growth had become risky business. In the spring of 2000, 
several e-commerce ventures filed for bankruptcy.13 By February 2003, Altitun’s 
assets had been auctioned off, marking the end of an existence of little more 
than five years. The fact that many of these ventures were backed by well-known 
industrial or financial profiles fuelled concerns that risk capital, or venture capital, 
was perhaps not as serious nor as competent as it had been depicted to be. When 
the value of IT stock plummeted, it seemed that risk capital lost some of its favour 
with the media. In the search for explanations, investors behind those ventures 
that had failed were not exempt from blame, raising the question of whether they 
should, in fact, have ‘known better’.14 Amidst accusations of incompetence and 
poor judgement, venture capital now appeared to be a problem.

In February 2004, the Swedish Agency for Economic and Regional Growth 
(Nutek) published a report with the following observation by Per Åhlström, a 
publicist and consultant: 

Venture capital companies often assert that there is no shortage of risk 
capital, there is only a lack of capable entrepreneurs with good ideas. 
That’s just another way of saying that they have a hard time finding 
investment objects that correspond with their requirements. But many 
entrepreneurs are for their part not particularly pleased with their 
affiliation with venture capitalists. They’re afraid of losing control of 
their business, they feel (often rightly so) that the venture capitalists’ 
conditions are unreasonable or that their offers are unacceptable. Many 
business owners bear witness to the fact that most venture capitalists 

(Benjamin & Margulis 2000).
12 Own translation. 
13 One of the most profiled bankruptcies of Swedish-founded firms at the time was that of Boo.
com, documented in an auto-biography by one of the founders, as well as a book by reporter 
Gunnar Lindstedt (Malmsten et al. 2002; Lindstedt 2002). 
14 ‘Risk Capitalists lack responsibility’ (own translation) was the heading of an article in Vision 
Online of November 21st, 2000, quoting a manager of a public risk capital fund accusing many 
of Sweden’s risk capitalists of impatience, gold-digging, and of incompetence. 



Jönköping International Business School

10

demand unreasonably rapid growth and the possibility to exit after too 
short a time, often only a couple of years.15 (Åhlström 2004:57).

The image conveyed here was not that of a harmonious partnership where venture 
capitalists were welcomed as ‘knights in shining armour’ and entrepreneurs were 
valued for their creative ingenuity. Instead, it highlighted conflicting, possibly 
irreconcilable, perspectives between two parties with little reason to trust one 
another. In this context, venture capital emerged as intriguing, triggering my 
purpose of elaborating the phenomenon. 

The influence of venture capital
Venture capitalists have been credited with the development of dynamic regions 
such as Route 128 in Boston and Silicon Valley in California, and with the 
emergence of new industries such as computers and biotechnology (Bygrave & 
Timmons 1992; Hambrecht 1984). It is not uncommon to view venture capital as a 
vital and necessary element for a dynamic socio-economic landscape, one which 
is characterised by growth and renewal (cf. Braunerhjelm 1999). In 2001, Paul 
Gompers and Josh Lerner concluded; “No matter how we look at the numbers, 
venture capital clearly serves as an important source for economic development, 
wealth and job creation, and innovation.” (:83). Venture capital can create a 
much-needed space for ideas and initiatives to flourish where the road towards 
fruition is far from straightforward. 

Fuelled by national statistics (such as quarterly reports on venture capital 
published by Nutek in Sweden), one debate on the venture capital phenomenon 
focuses on the availability of funds for investment in unlisted companies, and in 
particular of funds directed towards the earlier life stages of a venture. Implicit 
here is the long-held tenet that securing venture capital is a key to the success of 
a new venture (cf. Waluszewski & Wedin 2005). However, the role of venture 
capital in the emergence of investment ‘bubbles’ (e.g. Sahlman & Stevenson 
1987) is an indicator of the fact that venture capital in itself is no guarantee to 
success. As Vance Fried and Robert Hisrich so poignantly observe, “The VC can 
be either a constructive force, an impotent one, or even a destructive force in the 
company.” (1995:102). 

15 Own translation. In Swedish, the two terms ‘risk capital’ or ‘venture capital’ are often used 
interchangeably or overlappingly (see Isaksson 2000), making translation to English more 
difficult. 
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Venture capitalists as valuable partners for fledglings
Venture capitalists are typically associated with the development of firms in need 
of capital in order to launch a project, grow, expand, or venture into new lines of 
business. This provides the basis for a business model that relies on the growth 
of invested capital that can spring from such a development process (enabling 
the ‘recycling’ of funds into new affiliates, e.g. Braunerhjelm 1999; Isaksson 
2006; Zider 1998). Venture capitalists are also associated with ‘more than just 
money’, accounting for the venture epithet (see Bygrave & Timmons 1992). In 
this context, it is common to refer to active investing (e.g. Hellmann & Puri 
2000), signalling that venture capital brings an involvement beyond the passive 
holding of an investment – though the level of involvement may vary depending 
on the ‘choice’ of the venture capitalist in question (see Elango, Fried, Hisrich & 
Polonchek 1995) and on the particulars of the investment situation (see Fredriksen 
2003). 

In a world of unpredictability, the venture capitalist is often applauded for 
displaying a more patient outlook than the average investor, simply because 
the venture capitalist, just as the business founder, will reap the benefits of the 
investment only after a particular outcome is successfully reached (cf. Bygrave 
& Timmons 1992). One can readily envisage how this investment in money and 
in time may be a valuable recourse for business founders, entrepreneurs, and 
innovators in need of resources in order for their product or service to reach its 
market, where other avenues of financing such as bank loans are inaccessible (e.g. 
Wasserman 1988). In particular, their networks can be valuable resources for any 
founder or entrepreneur in need of financial, commercial or technology-based 
contacts to bring the venture to life (e.g. Rickne 2000; Powell et al. 2002), and 
their knowledge and experience of business development (Sapienza & De Clercq 
2000) may serve to check those risks which are easily disregarded by a founder 
blinded by an enthusiastic belief in his or her idea (e.g. Amit, Glosten & Muller 
1990; Gompers & Lerner 2001). In many cases, the endorsement by a high profile 
venture capitalist will boost the reputation of a start-up, by giving credibility to 
an actor with no track-record (e.g. Hsu 2004). Some will conclude that venture 
capitalists are ‘serious and responsible partners’, becoming actively involved 
with an affiliate in those situations and circumstances where this is called for, 
such as in the face of a public offering or a crisis; leaving considerable leeway 
as to the daily operations of the company (see Fredriksen 2003). It is therefore 
not surprising that venture capitalists are generally held in high esteem as vital 
elements of an innovation system (Eliasson & Eliasson 1996) and as ‘intelligent 



Jönköping International Business School

12

financiers’ who specialise in a particular kind of knowledge (cf. Amit, Brander & 
Zott 1998; Cable & Shane 1997; Sapienza & De Clercq 2000).16 

Implications of venture capital affiliation
Venture capitalists are known to influence a number of issues which have 
a bearing on the strategic orientation of their affiliates (see Hellmann & Puri 
2000; Hsu 2006; Rosenstein 1988; Sweeting 1991). Control is ensured through 
concentrated equity positions and various governance mechanisms which provide 
ownership and economic rights (see Sahlman 1990; Jain & Kini 1995). The 
board of the affiliate is a frequently employed arena for interaction (Rosenstein 
1988; Rosenstein, Bruno, Bygrave & Taylor 1993; Gabrielsson & Huse 2002; 
Gabrielsson 2003), where venture capitalists act out strategic (i.e. acting as a 
financier, business consultant, and sounding board), interpersonal (i.e. acting 
as friend/confidant and coach/mentor), and operational (i.e. being a source of 
industry and professional contacts, and a managerial recruiter) roles (Sapienza, 
Amason & Manigart 1994). The venture capitalist enjoys an influential position 
in a broad array of matters which will shape the development of a venture. 

Informal involvement is a notable ingredient of a venture capital process (see 
Tyebjee & Bruno 1984), where the interpersonal role of venture capitalists in 
providing e.g. moral support becomes particularly visible (see Fried & Hisrich 
1995). Interactions with ‘professional venture capitalists’ who bring their own 
ideas about what is strategically relevant or desirable shape the venture even 
before a formal relationship has been established (Willquist 2001). Elements of 
social exchange, such as perceived fairness (e.g. Sapienza & Korsgaard 1996), 
communication and commitment play in on the development of the venture, as 
aspects conducive to a climate of trust and cooperation (see De Clercq & Fried 
2005; cf. Harrison & Dibben 1997). This is particularly delicate considering the 
dual role of an ‘insider’ (e.g. as a strategic resource) and an outsider (as an external 
owner looking to protect its own interests which may or may not coincide with 
those of the affiliate) that is taken on by the venture capitalist in its relationship 
with the affiliate (Fredriksen 1997). Furthermore, as illustrated by a recent 
article entitled the ‘Entrepreneur’s Guide to the Venture Capital Galaxy’, such a 
relationship involves dynamic roles as it progresses through various phases (De 
Clercq, Fried, Lehtonen & Sapienza 2006). 

16 The specialised knowledge of a venture capitalist is typically related to their ability to select 
and monitor entrepreneurial ventures, which reduces the costs of informational asymmetries on 
the capital market (see Amit et al. 1998). From the entrepreneur’s perspective, the financial and 
social capital that venture capitalists leverage through their networks (see Cable & Shane 1997) 
and their general business knowledge make them valuable strategic partners (see Sapienza & 
De Clercq 2000).
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From the receiving end, venture capital involves relinquishing control over 
a number of issues which serve to define the identity of what is created. In 
particular, it may engender a deeper conflict as to the vision for one’s business, 
in terms of what people want and what they seek to achieve. The process that 
is initiated and intensified with venture capital affiliation often leads to the 
departure of a founder, by own accord or by replacement (see Hellmann & Puri 
2002). Fundamental differences with respect to divergent motives and time 
perspectives (Florida & Kenney 1988) and the kind of innovation that is fostered 
(Perry 1988) may lead to costs in terms of the loss of motivation17 and creative 
ability which seem as detrimental to the development of a new venture as the 
financial costs incurred by a conflict (cf. Higashide & Birley 2002). When such a 
partnership compromises with core ideas and fundamental values, this inevitably 
raises concerns as to how rewarding or fulfilling venture capital affiliation may 
be on the human as well as the strategic level. 

The multiple dimensions that are affected by venture capital investment 
imply that venture capital is a complex matter in both strategic and human terms.  
This brings the question of who is providing the venture capital to the forefront. 
Sanford Ehrlich and his colleagues conclude:

…an overzealous founder may find that the long-term costs far exceed 
the short-term benefits if there is a mismatch in expectations between 
the relevant parties. Who the entrepreneur gets his/her money from is 
just as important as the amount of capital obtained initially. (Ehrlich, 
Noble, Moore & Weaver 1994:145). 

Research that focuses on the individuals behind venture capital provision can 
thus contribute to a better a priori understanding of the implications of venture 
capital affiliation, both in strategic and in human terms.18  

17 Motivation is a term that I refer to throughout this dissertation. It stems from the latin 
verb movere, meaning to set in motion (Larousse 1997). It is applied in several ways in the 
literature (e.g. content vs. process), but generally speaking, it is possible to distinguish between 
motivation as a problem, and motivation as an asset. Motivation as a problem is consistent with 
a machine metaphor reflecting a Tayloristic view on the role of human beings in organisations 
(see Morgan 1997), emphasising the need to monitor, control, punish (and reward) behaviour 
– the effect of which tends to be workforce compliance. Motivation as an asset reflects the 
observation of Edward Deming, founder of the quality management movement, that “People 
are born with intrinsic motivation, self-respect, dignity, curiosity to learn, joy in learning.” (in 
Senge 1990/2006:x). Here comes the realisation that intrinsic motivation can easily be stifled in 
prevailing systems of education and management, and that alternative approaches are required 
to stimulate the release of intellectual creativity’ (see Bennis, Schein & McGregor 1966).
18 An interest in the implications of venture capital affiliation is a move away from the 
dominant view of the relationship between venture capitalist and entrepreneur, where the 
venture capitalist, as the investor, is considered the principal. As Jonathan Arthurs and Lowell 
Busenitz observe (2003), whether we view the relationship from an agency or a stewardship 
perspective, the entrepreneur’s goals are seen as subordinate to those of the venture capitalist 
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Inconsistencies of a phenomenon
The influence of the venture capital phenomenon is reflected in research, where 
venture capital has emerged as an academic field of enquiry since the 1980’s, 
gaining ground in the 1990’s and attracting growing interest from various 
disciplines (see Fried & Hisrich 1988; Barry 1994). As Vance Fried and Robert 
Hisrich note, “Given the importance of venture capital financing to economic 
development as well as venture creation, it is not surprising that venture capital 
has emerged as a topic of more interest and research effort.” (1988:15). In this 
sense, the emergence of venture capital as a field for research is associated with 
the recognition of its importance for economic development and venture creation 
(see Gorman & Sahlman 1989). In the editorial of the first issue of Venture Capital, 
a specialised journal in the field, Colin Mason and Richard Harrison refer to 
‘a broad consensus of opinion’ recognising the importance of entrepreneurial 
activity for economic development and the role of venture capital in shaping the 
socio-economic landscape; “…there is now growing appreciation of the key role 
of venture capital in innovation, job creation, economic growth and industrial 
renewal in a wide range of geographical contexts.” (1999:1). 

The debate that surrounded venture capital in 1999-2001 contrasted the view 
of venture capital as an ideal solution for business development with that of the 
venture capitalist as an irresponsible speculator of other people’s money. And 
although the heterogeneity of those providing venture capital was increasingly 
acknowledged, venture capitalists typically came across in the research literature 
as a homogeneous group of actors with similar goals and motivations. Such 
inconsistencies set the scene for further investigation.  

Tensions between venture and capital
One inconsistency of the venture capital phenomenon concerns the tension 
between venture and capital, between venture capital as an instrument for 
business development and venture capital as an instrument for capital gains. As 
Rosenstein and his colleagues summarise the debate: “At one end of the spectrum, 
venture capitalists incubate start-ups and nurture hatchlings, while at the other 
extreme, so-called “vulture” capitalists feed on fledgling companies.” (1993:99). 
In a sense, this becomes a question of whether and to what extent venture capital 

(a notable exception is Christopher Barry’s paper (1994) which inverses the roles by discussing 
the venture capitalist as an agent for the entrepreneur). Here research has tended to overlook 
the visions and aspirations of entrepreneurs in favour of the goals of the principal, focusing on 
the dimension of financial ownership, whilst ignoring other dimensions of ownership, such as 
psychological ownership (see Pierce, Kostova & Dirks 2001).  
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is beneficial for other implicated parties than the capital owners.19 Evidence on 
resource misallocation (Amit et al. 1990; Florida & Kenney 1988), investment 
bubbles (see Sahlman & Stevenson 1987) or precipitated initial public offerings 
(Florida & Kenney 1988; cf. Gompers 1996) point towards ‘vulture’ capitalism. 
In the context of high-tech firms, recent evidence has suggested that the influence 
of venture capitalists on the affairs of the affiliate is mainly limited to a financial 
perspective (see Eliasson & Eliasson 1996; Rickne 2000), which may also be 
indicative of the dominance of capital over its venture epithet. 

Literature on informal venture capital suggests that private investors tend to 
be more highly motivated by the development of the firm as a reward in itself 
than formal actors (Osnabrugge 1998 in Sapienza & De Clercq 2000) – also 
referred to as ‘psychic income’. On the other hand, there is research that suggests 
that the overall goal of a (formal) venture capital firm may differ, depending 
on whether the capital owners are investors who seek direct monetary returns 
on investment, or corporate owners who have other strategic goals for instance 
(Elango et al. 1995). The latter may be looking to venture capitalist investments 
as a way of obtaining a window on new technology (cf. Maula 2001). In his case 
study, Lee Tom Perry (1988) differentiates between three different types of 
venture capitalists, viz. those who ultimately seek high financial returns, those 
who are looking to build a company for IPO and those who are driven by the 
development of new technology. Analogically, he finds that different kinds of 
entrepreneurs are driven by different motives, and that it is desirable to obtain 
compatible matches between the objectives of the venture capitalist and those of 
the entrepreneur. Though the three ideal-type matches suggested by the study 
may very well need further refinement, Perry highlights that venture capitalists 
may pursue different ends, leading to differences in behaviour and affecting the 
relationship with the affiliate on a variety of levels.  

Reviewing the emergence and evolution of venture capital in the U.S., 
Bygrave and Timmons (1992) contrast a ‘classic’ form of venture capital, which 
earned its name as patient and risk-taking, with a ‘merchant’ form. Entitled 
‘Venture Capital at the Crossroads’, their book raised the concern that ‘classic’ 
venture development with a focus on early-stage ventures and active involvement 
was giving way to a form of venture capital which had more in common with 
investment banking, with financial skills being applied to create capital gains with 
minimal risks through investments in later, more mature stages. The discussion 
by Bygrave and Timmons brought attention to whether the primordial focus of 
venture capital was shifting from the fostering of new firms to the management 
of investor funds, revealing inherent tensions that may lead to maximising 
capital gains in the short-term at the expense of the well-fare of a company in 
the longer-term. Bygrave and Timmons’ concerns appear all the more important 

19 The capital owners are often instutional owners such as pension funds, but can also be 
private individuals or corporations, or a mixed investor group (e.g. Isaksson 2000). 
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as they give rise to questions that relate to ‘Who are we here for?’, or to use the 
terminology of Peter Blau and Richard Scott (1962), to the ‘prime beneficiary’ 
of venture capital.20 The contrast between classic and merchant venture capital, 
between the image of incubating and nurturing new ventures and that of financial 
trading, opens up for critical reflections as to the intended beneficiary(-ies) of 
venture capital. 

Venture capital affiliation gives access to a resource pool in terms of e.g. 
financial, human and social capital. A relevant question is, of course, whether the 
application of this resource pool is actually beneficial for the venture. Much of 
the debate on venture capital has been dominated by the issue of value-added (see 
Mason & Harrison 1999; Manigart & Sapienza 2000)21 and the circumstances 
that may cause venture capitalists to add more value (see Willquist 2003). Even 
so, the value creation effect – i.e. the link between added value in terms of 
management competence and performance – has yet to be explained (e.g. Barry 
1994; Braunerhjelm 1999; Olofsson 1996). However, the complexity of venture 
capital provision in terms of different approaches to and involvement in the 
relationship with affiliates makes it difficult to reach any conclusive answer on the 
matter (Mason & Harrison 1999). And this leads us to the need for incorporating 
heterogeneity into research designs in the venture capital domain, as a way of 
problematising issues of intended beneficiary, intended purpose, and of critically 
reflecting on various implications that are entailed as venture capitalists position 
themselves somewhere along e.g. classic-merchant or nurturer-vulture spectra.  

20 Blau and Scott distinguish between four categories of organisations, based on their prime 
beneficiaries; mutual benefit organisations (where the prime beneficiary is the membership), 
business concerns (where the prime beneficiaries are the owners), service organisations (where 
the prime beneficiaries are the clients), and commonwealth organisations (where the prime 
beneficiary is the public at large). Though these categories of formal organisation may be less 
applicable today than they were in the sixties, the distinction along the primary beneficiary 
dimension can help understand how various firms – within the same industrial category – may 
place a different focus on their owners, customers, organisational members etc. This distinction 
is discussed also by Dag Jacobsen and Jan Thorsvik (1998) who raise the question of whose 
benefits and interests are being promoted by a particular organisation. For instance, do aid 
organisations further the interests of their clients, or do they primarily look after those of the 
professional aides?
21 In general, ‘value-added’ refers to non-financial benefits generated by venture capital 
affiliation (see Maula 2001). Its measurement is a delicate problem. Fredriksen (1997) observes 
that value is mainly measured in terms of either IPO or ‘perceived value’. In the former case, 
value would be generated for the owners of the venture, whilst in the latter, it depends on the 
perspective of the study (value e.g. for the firm founder, owner or manager, or for the venture 
capitalist who exists the investment). Furthermore, exit value will not necessarily reflect the 
performance of the firm, as it includes effects of reputation and signalling on the financial 
market (Barry 1994).
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Heterogeneity lost in abstraction
Venture capital research tends to convey the idea of a homogenous population 
of firms, offering little variation on the actor level. It is dominated by studies 
on the aggregate level, consistent with the aim of providing policy-makers with 
insights into how best to focus their efforts and initiatives in order to stimulate 
the provision and efficiency of venture capital (see Callahan & Muegge 2003). 
From a financial perspective, the venture capitalist is viewed as an intermediary 
between institutional pools of financing and private equity with high growth 
prospects (e.g. Gompers & Lerner 1999). This brings attention to the potential 
macroeconomic benefits resulting from a financial intermediary selecting, 
monitoring and adding value to the most promising ventures (see Manigart & 
Sapienza 2000). In most studies, the venture capitalist has become synonymous 
with the limited partnership organisation.22 As organised pools of institutional 
money, limited partnerships are powerful actors on the venture capital arena, 
spreading across national borders. This organisational form for venture capital 
provision emerged in the U.S. in the eighties as large pools of capital from pension 
funds were made available for investment, following the 1979 amendment to 
the ‘prudent man rule’.23 It came to outrival an earlier form, the small business 
investment company (SBIC) that proliferated in the sixties (see Bygrave & 
Timmons 1992; Gompers & Lerner 1996).24 

It is common to distinguish between a formal and an informal segment of 
the capital market25 (e.g. Braunerhjelm 1999; Isaksson 2006; Karaömerlioglu & 
Jacobsson 2000; Wright & Robbie 1999), where venture capital firms and private 
financiers or business angels complement each other in the financing of small 

22 In the limited partnership form, the venture capitalists serve as general partners supplying 
a minor percentage (typically 1%) of the investment funds. The so-called limited partners who 
provide the funds but do not serve as general partners consist of a mix of institutions such as 
pension funds, insurance companies, corporations and private individuals. The partnership has 
a finite life-span, at the end of which the funds are redistributed to the limited partners. In order 
for the general partners to continue their activities, they must seek to attract new investment 
funds and create new partnerships (e.g. Barry 1994; Isaksson 2000).
23 The first venture capital limited partnership was formed in 1958, and though it was soon 
imitated by others, it remained in the shadows of closed-end funds or small business investment 
companies (SBICs) throughout the sixties and seventies (Gompers & Lerner 1996).
24 This organisational form became the model for Swedish venture capital, see chapter 7.
25 The informal venture capital market is also referred to as the invisible part of the venture 
capital market, because the investment of individuals is poorly reflected in economic statistics 
(see Freear, Sohl & Wetzel 1995). Gerald Benjamin and Joel Margulis (2000) distinguish 
private investors from institutional ones on the basis that they do not have to invest their 
funds, as they are not dependent on reaching financial targets. However, the degree to which a 
particular investor is dependent on realising his or her investment will vary, and business angels 
in Sweden typically have much less considerable fortunes at their disposal (see Landström 
1993). 
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businesses (see Harrison & Mason 2000). This is mirrored in the literature on 
venture capital by two streams of research which emerged as the role of informal 
investors in financing early-stage ventures gained recognition (see Wetzel 1983).  
The increasing tendency of private investors to operate in syndicates, alliances 
and networks is, however, blurring the boundary between formal and informal 
(see Mason & Harrison 1999). 

Despite an increasing body of research on venture capital, incorporating 
heterogeneity into research designs is challenging. In the formal stream of venture 
capital research, one particular form of venture capital is emphasised, whilst other 
remain in the shadows. As Christopher Barry contends, “There are various types 
of venture capital organizations. This paper and most of the literature tends to 
stress the limited partnership form, but there are others.” (1994:12). In the mid 
eighties, Jeffrey Timmons and William Bygrave noted the discrepancy between 
a homogeneous view of the venture capital ‘industry’ and the empirical diversity 
in terms of strategy and organisation among venture capital actors. 

The venture capital industry is generally perceived as an agglomeration 
of homogeneous firms, whereas, in fact, they are quite heterogeneous. 
Differing objectives, strategies, resources, locations, associations, 
and organizational forms result in a great deal of variety within the 
venture-capital industry. This diversity needs to be understood and 
incorporated into well-focused research designs if studies of the 
venture-capital industry are to be most productive. (1986:163) 

A few years earlier, a seminal paper by Tyzoon Tyebjee and Albert Bruno (1984) 
structuring the venture capitalist investment activity into a sequential model 
had cautioned against the design of models that would be too rigid to reflect the 
heterogeneity of venture capital practices. In the same vein, Fried and Hisrich 
noted a few years later that research tended to look for similarities among actors, 
omitting differences that might prove particularly interesting to explore: “…
research designs have generally ignored differences between venture capital 
firms and also between investees.” (1988:22). 

Such observations give rise to concerns that potentially important dimensions 
are lost in abstraction. Turning to literature on small business finance in general, 
the poor reflection of heterogeneity in research designs appears to be part of a 
wider problem. As Hans Landström concludes:

In many cases, researchers have considered the actors of both the 
supply and the demand sides as homogenous; the venture capitalists 
have been considered as a homogeneous group of financiers, the group 
‘small firms’ has been considered to be homogeneous, etc. The increase 
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in knowledge indicates that this is not the case – both the supply and 
the demand side consist of many different actors…26 (2003:18). 

Reflecting on heterogeneity in the domain of entrepreneurship studies, Per 
Davidsson writes that: 

…I firmly believe that a theory or a research design that assumes that 
economic aggregates (such as an industry, or demand) are made up 
of the sum of identical micro-level entities, is unlikely to be a fruitful 
starting point for understanding or researching the entrepreneurship 
phenomenon. For example, individuals are heterogeneous with 
respect to experience, skills and cognitive capacity… and also 
have heterogeneous motivations… (…) Importantly, they will also 
have different views on what constitutes a successful or acceptable 
outcome… (2004:22). 

Davidsson’s reflections remind us that business activities are carried out by 
individuals, and challenge us to go beyond sums of ‘identical micro-level entities’, 
as we move closer to the realities of the human actors.27 Identifying two distinct 
logics of ‘empire builder’ and ‘temporary partner’ amongst Swedish providers 
of venture/risk capital, Christer Olofsson argues that in order to distinguish 
between them, a perspective that moves beyond ‘external signs’ of venture capital 
practices is called for.28 

… it is important to distinguish between various kinds of venture 
capital firms. For instance, external signs such as majority or minority 
ownership are not decisive in determining whether an investor should 
be considered to be a temporary partner or an empire builder. But ... 
it is only after an investor has made a number of investments that it is 
possible give an opinion on the nature of the business with some degree 
of certainty.29  (1986:6). 

In many ways, venture capital research has pursued a common avenue, where 
empirical studies with weak theoretical connections which have served to map 
out the phenomenon have been coupled with the testing of hypotheses derived 
from financial theory (with a particular preference for agency theory; see Arthurs 

26 Own translation.
27 The challenge of finding adequate ways of addressing heterogeneity is connected to the 
intended contribution of research, especially in terms of who it is for and what purpose it should 
serve – questions which are at the discretion of the individual researcher. When the aim of 
research is to reach also practitioners with potentially useful knowledge, then a perspective that 
does not limit itself to averages is needed (see Callahan & Muegge 2003). 
28 Another argument for an in-depth study of venture capitalists is the potential discrepancy 
between reported policy and applied policy (see Dean Shepherd’s (1999) analysis of the 
consistency between espoused policy and policy-in-use).
29 Own translation.
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& Busenitz 2003). Highlighting the paucity of theoretical perspectives, Fried and 
Hisrich suggested that venture capital research would benefit from concepts from 
other fields that would reflect the wider realms of influence on an affiliate:

…financial theory should not be the only theoretical basis for research. 
Venture capital plays an active role in the strategy, marketing, 
management and legal structure of the entrepreneurial firm. It is likely 
that concepts from all of these disciplines are relevant to the study of 
venture capital. (1988:26). 

A decade later, this call was echoed in literature reviews by Mike Wright and Ken 
Robbie (1998), as well as Mason and Harrison (1999). Tensions between theoretical 
models, on the one hand, and empirical evidence, on the other, challenges research 
to focus on other aspects of the venture capital phenomenon that have hitherto 
remained in the dark. Since, theoretical perspectives from other domains (such 
as procedural justice, stewardship theory, social capital theory) have been applied 
in order to broaden horizons, making this field of research a ‘later adopter’ of 
lenses that are already in use in other domains of social studies. It is perhaps 
intriguing that venture capital research has hitherto taken a bystander role in 
promoting more innovative approaches, rather than actively incorporating a 
venturing element that is so strongly associated with the empirical phenomena of 
study. In the words of Barry, “Realistic treatments of the issues faced in venture 
capital research will require innovative approaches.” (1994:14). The challenge of 
incorporating heterogeneity into research on the venture capital phenomenon is 
still there for the taking, affecting the choice of methodology, the kind of venture 
capital firms that are the focus of study, and the role of theory. 

Addressing the ‘mystery’ of venture capital
Reflecting on inconsistencies of the venture capital phenomenon brings back 
questions of who and of why, of individual venture capital providers and their 
motivations for doing what they do. In a report that gives a face to several 
Swedish industrial corporations by narrating the story of its founders, Anders 
Johnson reflects on the apparent anonymity of Swedish business founders in 
the economic history literature. Though focusing on entrepreneurs rather than 
venture capitalists, an analogy may be drawn to ‘The mystery of venture capital’ 
as a phenomenon that is seldom given a face in the research literature.30 Venture 

30 Stories of those involved with or affected by venture capital abound in the popular press. 
Recently, several biographical books have been published, such as ‘eBoys – The True Story 
of the Six Tall Men Who Backed eBay, Webvan, and Other Billion-Dollar Start-Ups’ (Stross 
2000), ‘The Godfather of Silicon Valley’ (Rivlin 2001), ‘Done Deals – Venture Capitalists 
tell their Stories’ (Gupta 2000), ‘The First Venture Capitalist’ (Gupta 2004). There are also 
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capital is conveyed as an increasingly institutionalised industry, a global force that 
shapes the economic landscape (see Avnimelech, Kenney & Teubal 2003). In this 
sense, capital flows gain more attention than the individuals behind the particular 
initiatives, who are left lurking anonymously in the background. Despite a by 
now impressive body of research on venture capital, we know little about the 
motivations of those individuals who are behind and/or involved in particular 
venture capital initiatives. Venture capital narratives tend to be lost in abstraction 
as we move into the realm of academic research. As Noam Wasserman shows in 
his dissertation, the venture capitalist can be seen as an entrepreneur, opening up 
for interesting research questions as to what happens within the venture capital 
company itself and between those who are providing the service: “...past studies 
have treated VC firms as black boxes, neglecting to explore the organizational 
characteristics within the VC firms that might have important implications for 
VCs’ roles as financiers.” (2002:20).31 

As one effort to provide insight into the investor’s perspective, Gerald 
Benjamin and Joel Margulis (2000) establish a typology of business angels based 
on their differing interests and motivations for what they are doing. They quote 
American business angel Norman Brodsky explaining what captures his interest 
in the venture capital business: 

For me, there’s nothing like it – the business of seeing a business rise 
up from nothing…. There’s just something unbelievably thrilling about 
seeing the growth, watching the numbers go up, getting the business to 
stand on its own… I can’t get enough of it. (…) …these deals offer me 
the opportunity to teach other people some of the things I’ve learned 
over the years and to share with them the excitement of bringing a new 
business into existence. (in Benjamin & Margulis 2000:101).

 An interview with another investor reveals that he finds other rewards in his 
involvement:

It seems to me people often cling to the impression that venture capital 
is interested only in making money. I don’t believe that’s true at all. I 
think that people who come into this kind of business perceive needs 
and have values. (…) The companies that have integrity, that have a 
product, that have meaning in them, are the ones that I think really 
matter. (…) I think the money will flow if the service is there. Making 

autobiographical accounts to be found, such as the ‘Confessions of a Venture Capitalist’ 
(Quindlen 2000), or ‘Adventure Capital: A Cautionary Tale of the Venture Capital Circus and 
the Clowns that Run It’ (Capita 2005).
31 Studies which look into the decision making process of the venture capitalist (e.g. González 
Guve 2003; Silva 2004) touch upon some of these organisational characteristics. However, 
most studies on venture capitalist decision making focus on the criteria for investment (see 
summary in Silva 2004:127-9). 
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money is not the goal; profits and return become the score that gets 
chalked up after the goal has been reached. (in Benjamin & Margulis 
2000:130). 

Though relating to people in the ‘informal segment’ of the capital market, the 
examples above illustrate heterogeneous interests and motivations among its 
practitioners, with implications on the strategic and human levels. 

The research purpose and its intended contribution
Against this background, there are dimensions of venture capital which, though 
increasingly recognised as potentially important for our understanding of the 
phenomenon, are not typically the focus of such studies. “Throughout the 20 
years of organised research activity on the VC phenomenon, the least attention 
has been placed on the identity, motivation, and structure of the ones who make 
it happen.” (Seppä & Ratila 2002:4). Focusing on the mindsets and visions of the 
individuals behind a particular venture capital initiative – i.e. its founders – is a 
way of digging for rich descriptions that will help problematise and make sense 
of the venture capital phenomenon. Drawing attention to the faces and voices of 
venture capital can give further insights into the implications - both in strategic 
and human terms - of such affiliation. 

Accordingly, the purpose of this dissertation is to elaborate on the venture 
capital phenomenon, by reflecting on particular venture capital initiatives 
and the implications of the visions for their founding. 

This will involve a plunge into two contemporary venture capital initiatives 
in Sweden, focusing on the people behind these initiatives and their founding 
visions (chapters 3 to 6). It will also involve trying to understand why venture 
capital has come to enjoy such an applauded standing in business development 
by tracing the intended purpose of a pioneering initiative that emerged in post-
WWII U.S.A. and that left a legacy that remains recognised today (chapter 7).

An in-depth analysis of the venture capital phenomenon – both in terms of 
particular initiatives and in terms of venture capital as originally intended (see 
chapter 7) – will contribute to our view of the phenomenon, by incorporating 
differences as well as similarities between actors (also in terms of motivation) 
and providing a nuanced view of a venture capitalist mindset. This will provide 
food for thought for business founders or entrepreneurs who are seeking venture 
capital affiliation, in terms of what may be appropriate for what they seek to 
accomplish (see Elango et al. 1995). Knowledge of different visions guiding such 
initiatives will also give room for reflecting on the socio-economic landscape 
that is being shaped for the future, as a ‘grounded critique’ of the venture capital 
phenomenon. 
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CHAPTER 2
Human Initiatives in               

the Venture Capital Setting

Understanding human initiatives
Historically, various paradigms have promoted a rationalistic view of research, 
seeking, in the words of Elliot Eisner and Kimberly Powell, to “...advance a 
conception of scientific rationality free from forms of feeling that they believed 
had little or nothing to do with matters of truth.” (2002:132; cf. Christians 2000). 
In argument with contemporary empiricists who advocated such a view, German 
philosopher Wilhelm Dilthey employed two different verbs to distinguish between 
the divergent purposes of opposing strands of research; erklären (explain) and 
verstehen (understand). Whilst emphasising the role of Erklären in the study of 
nature, Dilthey argued for the study of human conduct to be based on Verstehen, 
moving away from the empirically verified, demonstrated and explained towards 
interpretation and understanding ‘from within’ (in Martin 2000). In the move 
from objectivist to subjectivist views of research lies implicit the recognition that 
human initiative is not readily reduced to formulae of cause and effect, bringing 
focus to a diversity of interpretive perspectives.

This research product is a work of exploration, conversation and reflection 
based on my own experience and that of others who have volunteered theirs as 
‘empirical evidence’ subject to interpretation. Here the researcher is active in 
processing and interpreting much like a crafter of knowledge (see Andersen, 
Borum, Kristensen & Kamøe 1995). A research initiative is taken within the 
framework of a life unfolding, as we are acting out our roles as social inquirers. 
Such a process is difficult to adequately convey with reference to the by now 
plethora of labels for paradigms and perspectives. However, regardless of the 
labelling of one’s particular position, research involves dealing with issues and 
points of tensions which serve to shape one’s identity as a researcher:

... what we face is not a choice of which label – interpretivist, 
constructivist, hermeneuticist, or something else – best suits us. Rather, 
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we are confronted with choices about how each of us wants to live the 
life of a social inquirer. (Schwandt 2000:205).

In this chapter, I will discuss such choices by articulating the focus for my 
research and the process as it unfolded.

When an initiative bears meaning and purpose
Interpretitive research departs from a notion that the world is, to some extent, 
interpretable (see Schwandt 2000) and that it is therefore meaningful to strive to 
understand human action, even if such action can never be predicted. As Barbara 
Czarniawska argues, “... if sense-data were to become the basis for the formulation 
of laws, all reference to intentions, purposes, and reasons – all that which 
changes behavior into a human action – would have to be removed.” (1997:12). 
The purpose of understanding something, which follows from (inter-subjective) 
interpretation, makes sense when we see human actions as manifestations of 
intentions, purposes and reasons. To bring an active dimension of initiative into 
play, is, to use the language of sociologist George Mead, to acknowledge an ‘I’ in 
interplay with a ‘me’ that brings with it a sense of freedom and of choice (1934 in 
Hatch & Schultz 2004). Some may argue that this serves to distinguish the human 
being from the animal or the robot  – separating ‘motivation’ from ‘movement’, 
initiative from response (Herzberg 1971). Psychiatrist Viktor Frankl, founder of 
logotherapy, based this so-called third Viennese school of psychoanalysis on the 
idea that the search for meaning and fulfilment is inherent to the human condition 
(rather than the ‘lust principle’ held forth by Sigmund Freud or the ‘will to power’ 
suggested by Alfred Adler; see Frankl 1959/2006; Scully 1995), and that what is 
considered meaningful by any one individual is subjectively determined. In this 
sense, choices we make serve to define who we are, but they are also a reflection 
of how we understand ourselves and what we consider to be meaningful.

The interplay of ‘I’ and ‘me’ opens up for diverse motives and conduct, 
triggering one’s curiosity as to the intended purpose of a particular initiative 
– such as the founding of an enterprise. With motivation rather than movement, 
a similar initiative may be taken by two people but for entirely different reasons, 
depending on the particular intentions of each of these two individuals, coloured 
by their own particular subjective filters. In her book on the founding of 
Massachussetts, Dorothy Carpenter contrasts the ideals and ambitions of two 
colonists, who each played a role in shaping the nation.”The leaders of the two 
settlements were motivated in very different ways, and it is from the study of these 
men that we can gain insight into the influence both colonies had on the heritage 
of the nation.” (2004:vi). Carpenter’s manuscript illustrates how two individuals, 
though faced with a similar crossroad, came to choose diverging pathways. It 
reflects the different implications entailed by fundamental differences in terms 
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of motivation, even though the two initiatives could be identically labelled as ‘the 
founding of a settlement in Massachussets’. And we are faced with an element of 
unpredictability, where a human being may choose an unconventional path, and 
where the actions of one individual may have a bearing on a wider context.

When human nature is reflected in (business) initiatives
The discussion above reflects my beliefs about human nature and the role of human 
beings in a wider social and historical context. Unlike many other disciplines, 
such beliefs are at the centre of social sciences, “...since human life is essentially 
the subject and object of inquiry...”, as Gibson Burrell and Gareth Morgan observe 
(1979:2). Some theoretical traditions base their theories on the assumption that 
man is opportunistic – i.e. strives to maximise his own utility, be it at the expense 
of others.1 Other traditions, such as the human relations movement, have sprung 
from the opposite assumption that man strives towards a higher level of being; 
what is often referred to as self-actualisation (see Maslow 1954/1987).2 Reflecting 
on how human nature is captured in theories of economics and social sciences, 
Amitai Etzioni turns attention towards the complexities of human (economic) 
life:

Are men and women akin to single-minded, “cold” calculators, each 
out to “maximize” his or her own well-being? … Is society mainly 
a marketplace, in which self-serving individuals compete with one 
another...? Or do we typically seek to do both what is right and what 
is pleasurable, and find ourselves frequently in conflict when moral 
values and happiness are incompatible? (1988:ix). 

Empirical evidence on opportunistic behaviour, illustrated by recent scandals in 
governance, highlights the need for agency mechanisms to govern relationships. 
But the inevitably self-maximising nature of man is put into question by individuals 
who value a concern for the collective or for others. Calls for a principle of 
complexity challenge a ‘separation thesis’ which considers the realm of ethics/
morality as distinct from that of business/economic activity. As Edward Freeman 
and Robert Phillips (2002:343) argue, “What is missing is a complex psychology 
of the actors in business. Surely, some are self-interested, and, just as surely, 

1 Agency theory (see Eisenhardt 1989b; Jensen & Meckling 1976) is one perspective whereAgency theory (see Eisenhardt 1989b; Jensen & Meckling 1976) is one perspective where 
this assumption is made explicit.
2 There is an analogy of rivalling beliefs regarding human nature to the contrasting assumptionsThere is an analogy of rivalling beliefs regarding human nature to the contrasting assumptions 
underlying managers’ perceptions of their employees (labelled the ‘theory X’ vs. the ‘theory Y’) 
brought to attention by Douglas McGregor (1960/2005). Stewardship theory (Davis, Schoorman 
& Donaldson 1997; Donaldson & Davis 1991) is one example of a managerial theory that 
builds on theory Y beliefs. In management, both agency and stewardship theory have been 
criticised for their simplistic assumptions about the nature of man (Davis et al. 1997).



Jönköping International Business School

26

some are other-regarding.” Such complexity has fuelled debates on business and 
ethics, highlighting tensions between stockholder and stakeholder, in terms of, 
for instance, who a business is for and whose interests it should consider (see 
Freeman 1994) Likewise, it has long puzzled motivation theorists, looking to 
identify a theory of motivation that will reconcile the different conceptions of 
human nature (e.g. Steel & König 2006).

The apparent complexity of human nature is delicate to handle in theory (cf. 
the ‘standard story’ in Freeman & Phillips 2002). In the business setting, it tends 
to be narrowed down to the pursuit of profits, a pathway that was advocated by 
Milton Friedman in his notorious phrase “The social responsibility of business is 
to increase profits.” (1970; cf. Jensen 2001). Some will go so far as to assert that 
the pursuit of profits is the essential purpose or reason for a business organisation 
to exist (raison d’être; see definition in Hirsch, Keth & Trefil 2002), and that the 
adherence to any other kind of mission or ideal is a matter of gaining legitimacy 
(see Thøger Christensen & Cheney 2000). And here discourse becomes à la fois 
descriptive and normative, as ‘value maximisation’ or ‘profit maximisation’ are 
seen as the real and sole purpose for business in a world where market forces 
will ensure a self-regulative system. In effect, the ‘language of money’, as Peter 
Pruzan points out, narrows down possible options to one single end; “With the 
aid of our time’s alchemists – economists – money has been transmuted from 
a means to the end.” (1998:1383). At issue is our conception of human nature 
and of intended purpose of initiatives within the business setting, where the 
institutionalisation of a given end leaves the complex simplistic.

Chester Barnard once wrote about business organisations that “…non-economic 
motives, interests, and processes, as well as the economic, are fundamental in 
behavior from the boards of directors to the last man.” (1938/1968:xxxi). In 
argument for a satisficing theory of decision-making, Herbert Simon (1959) 
discusses the utility maximisation of an entrepreneur, allowing for the pursuit of 
‘psychic income’ alongside the pursuit of profits. Reflecting on the role of vision 
in the business setting, Mark Lipton proposes that “Profit is the metaphorical 
equivalent of the oxygen, food, and water that the body requires. They are not the 
point in life, but without them, there is no life.” (1996:87; cf. discussion in Schwarz, 
Kerr, Mowday, Starbuck, Tung & von Glinow 2006:358).3 In this sense, what may 
very well be the very ‘lifeblood of an organisation’ (see Mintzberg 1979) can be 
found in aspects beyond financial performance. If we hold this to be probable, 
then should not a diversity of motives, interests and processes, both economic 
and non-economic, be left open to investigation? Such research would then be in 
accordance with a principle of complexity acknowledging that “..human beings 

3 The role of profit maximisation is a typical ‘chicken and egg dilemma’: Do we exist to make 
money or do we make money to carry on existing? To draw the parallel to the academic realm, 
do the practitioners of research exist to retain research funding, or do they collect research 
funding to keep their research alive?
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are psychological creatures capable of acting from many different values and 
points of view.” (Freeman & Phillips 2002:343).

Founding visions in the limelight
Conflicting positions as to human nature and to the purpose of business can 
be discussed normatively or be treated implicitly assumptions underlying the 
issues we identify and the questions that we pose. It is difficult to envisage a 
consensus view on human nature as it relates to larger, existential issues. But 
precisely because such a fundamental aspect of the human experience remains 
unpredictable, I will take a step back so that the intended purpose of a particular 
initiative is left open to investigation.4 Below I discuss visions for founding as 
a helpful concept for understanding business initiatives (in the venture capital 
setting).

From a vision that symbolises meaning...
There seems to be a strong interest today in ascribing meaning to organisational 
life – consistent with a growing concern with issues such as organisational 
identity (see Cornelissen, Haslam & Balmer 2007), where focus lies on 
understanding who we are, why we are here, why we are doing this now and 
what does this mean? (Albert in Whetten & Godfrey 1998:276). The connection 
between a perceived sense of meaning and motivation is not a novel idea. With 
Herzberg’s ideas of job enrichment in the workplace emerged the realisation that 
a sense of accomplishment and doing a meaningful job are important keys to 
more sustainable motivation (cf. Hackman & Oldham 1975). Incorporating such 
elements into working life became an interesting challenge, as a way of dealing 
with employee alienation, i.e. a sense of detachment from or apathy towards one’s 
work. The interplay between identity and motivation can be seen as a leadership 
problem. In their book ‘In Search for Excellence’ (1982/2004), Tom Peters and 
Robert Waterman capture the sentiment in the heading of chapter three: ‘Man 
waiting for motivation’. 

Such a vacuum in meaning is no less acutely felt in a post-industrial society. 
As Mats Alvesson contends, we are now living in an age of “...real problems 
with the meaning of work...” (1990:375), where the role of leadership becomes 

4 In fact, Henry Bauer argues that knowledge which touches ongoing tensions that cannot 
easily be reconciled by logic may be all the more meaningful;“The most meaningful human 
knowledge is subjective, personal knowledge – about which people don’t necessarily agree, 
about which in fact they usually disagree, about which they cannot be made to agree by evidence 
and logical argument.” (1995:259).
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the ‘management of meaning’ and interest in motivational aspects can be seen 
as a ‘surrogate for meaning’. In fact, as Abraham Zaleznik argued, leadership 
distinguishes itself from management because it deals with inspiration, vision and 
human passion (1977; see also Bennis 1989). Here it is not uncommon to refer to a 
‘vision management’ (e.g. Andersen 1987), which places emphasis on leading the 
future with visions rather than strategic plans, as a means of motivating people 
towards new achievements, and of implementing change (cf. ‘leader visioning’; 
e.g. Zaccaro & Banks 2004). The essential idea is that vision will provide a 
sense of meaning by reflecting a (compelling) image for the future, inspiring 
towards new accomplishments (as in transformational leadership, see Bass 1998) 
and charting out a direction within organisations of increasing complexity and 
diversity (see Westley & Mintzberg 1989; Collins & Porras 1991). As Ira Levin 
contends:

Vision possesses potent orienting capacities. It can play a key role in 
providing a connection to a sense of purpose and meaning greater 
than oneself and can serve as a beacon of inspiration during times of 
change and disruption. (2000:92).

Vision plays a key role in charismatic leadership, where it is recognised as a 
powerful means of aligning the organisation into joint efforts. Jay Conger and 
Rabindra Kanungo put forth the image of leaders who are ‘charismatic’ not in the 
sense that they are more visionary than others, but in that they possess an ability 
to articulate a vision and to ‘sell’ it to organisational members: “...charismatic 
leaders are able to construct highly meaningful visions through their choice of 
words, descriptions of images, and well-constructed justifications.” (1998:157). 
By being so strongly associated with a sense of meaning, vision becomes not 
only an instrument for achieving superior performance, but a symbol for the 
‘soul’ of an organisation, for the existence of something beyond the material, 
something that can appeal to the intrinsic motivation of a human being. In this 
vein, Lars Thøger Christensen and George Cheney argue that “By placing more 
emphasis on the identity of products or services, organizations hope to add 
some uniqueness or ‘soul’ to an otherwise anonymous and unstable world of 
goods.” (2000:247). And here vision relates to ‘prospective sense-making’ (Gioia 
& Mehra 1996) attempting to make sense for the future, and to developing an 
‘organizational saga’ (Clark 1972) that generates shared understanding of unique 
accomplishment.

When vision is seen in this symbolic sense, it becomes important to define 
what issues to be answered in a visioning process, to be included in vision 
(statements) and to be communicated to followers. Questions relating to the “...
development, articulation, communication and implementation...” of the vision 
have occupied research on vision content for some time (Larwood, Falbe, Kriger 
& Miesing 1995:741). Crafting vision statements has become a management 
fashion (see Ederlé 2000; 2002), as an expected ingredient of effective leadership 
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and an important – yet challenging – piece of the strategic puzzle (cf. Lipton 
1996; Raynor 1998).

In general, these vision statements are so peppered with en vogue 
phrases, buzzwords, and managementese that not only do they resemble 
bumper slogans, but they can be readily interchanged across companies 
with minimal editing. (...) Is it [sic] no wonder that organization 
members often view such clichés with scepticism and ridicule, or at 
best indifference. (Levin 2000:93).

The term ‘vision’ then typically designates a ‘desired future state’ of a business, 
reflecting the view that visions can be built or handpicked to express a desired 
position or image of the organisation which need not be rooted in who we are or 
what motivates us in the long term5. In this sense, they become lofty statements 
with at best a loose connection with those people involved in the organisation 
(cf. dialogue in Schwarz et al. 2006). Considering that the value of a symbol lies 
in its ascribed meaning, it is perhaps ironic when vision-making is diluted to the 
extent as to question whether such statements express anything meaningful about 
the organisation at all.

...to vision that reflects intended purpose...
At the root of any deed lies an initiative that leaves an imprint of some kind 
on subsequent life. In the field of entrepreneurship with its attention towards 
the emergence of new ventures, what the founder6 is seeing in terms of his/her 
vision and how s/he views the environment (cf. Greenberger & Sexton 1988) is 
recognised as initiative-propelling. As Barbara Bird writes: 

New ventures are not coerced into being nor are they the random or 
passive product of environmental conditions. Ventures get started and 
develop through initial stages largely based on the vision, goals, and 
motivations of individuals. (1992:11. See also Shaver & Scott 1991). 

In his research on organisational culture, Edgar Schein (1983) discusses the 
powerful extent to which an organisation may mirror the vision of its founder7. 

5 This is also complicated by the fact that vision building in large organisations tends to involve 
the reconciliation of multiple and conflicting views and interests – resulting in a compromise 
that has lost its edge.
6 I am referring to a ‘founder’ as the initiator or early leader of an organisation, who can 
also be seen as the ‘entrepreneur’, as in Pettigrew’s interpretation of “...any person who takes 
primary responsibility for mobilizing people and other resources to initiate, give purpose to, 
build, and manage a new organization.” (1979:573). For simplicity, I am using the singular 
form, even though many initiatives are taken by a team of founders (see Kamm & Nurick 
1993).
7 Schein roughly defines a ‘founder’ as a single person who holds the original idea for an 
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Here, vision and identity are interlinked8, as founders “… are able to take a 
long-range point of view because they are building their own identities through 
their enterprises.” and “…often start with humanistic and social concerns that 
become reflected in organizational structure and process.” (:25).

Initiative involves the intertwining of idea, vision and action (cf. Czarniawska 
& Joerges 1996). The word ‘vision’ comes from the Latin noun visio, meaning act 
of seeing, sight, or thing seen, which stems from the verb videre, to see (Larousse 
1997). Much effort has been invested in attempting to pin-point a precise definition 
of the concept, especially as distinguished from related terms such as ‘mission’, 
‘values’ or ‘strategy’ (e.g. Raynor 1998). In the face of persistent ambiguities, 
Mohamed Bayad and Denis Garand (1998) define vision in subjective terms, 
reflecting the values, beliefs, desires and intentions of an entrepreneur or business 
founder; more or less consciously felt, brought to life through heterogeneous 
decisions and actions with strategic bearing. As such it deals with “...affective, 
emotional and intuitive experiences and ideals...” (Bird & Brush 2003:20) and is 
laden with subjective meaning. This comes close to Peter Senge’s idea of vision 
as anchored in a subjective sense of purpose: “Real vision cannot be understood 
in isolation from the idea of purpose. By purpose, I mean an individual’s sense of 
why he or she is alive.” (1990/2006:137). By relating to such fundamental ‘why’ 
questions, vision becomes part of the understanding of, as well as the shaping of, 
one’s identity. It reflects what is inherently meaning ful to pursue as the envisaged 
fulfilment of intended purpose leading to rewards in terms of psychic income.

The view of vision as anchored in the values and intentions of a founder can 
be related to the way-of-thinking of strategists, as discussed by Bo Hellgren and 
Leif Melin (1993), which includes not only cognition in its narrow sense but 
the emotions, values and hopes of human actors such as business leaders who 
play an influential role in the strategic process. Whilst allowing for processes 
of learning, Hellgren and Melin conclude that the way-of-thinking of a strategic 
actor is consistent when applied in different contexts, as a ‘personal logic’ that 
interacts with other cognitive spheres at the organisational (corporate culture) or 
industrial (industrial wisdom) levels. Though their discussion concerns strategic 
leaders (who are brought into organisations with an established history where it is 
possible to follow the subsequent orientation of the firm), a parallel can be drawn 
to the strategic implications of a founding vision9 on the emergent organisation. 

enterprise (see 1983:17), using the term in conjunction with ‘owner’ and ‘entrepreneur’. 
8 Louis Jacques Filion (1996) makes the link between vision and identity explicit, bringing 
in ‘concept de soi’ (self-understanding) as part of the breeding ground from which visioning 
thoughts emerge. 
9 Henceforth, I refer to ‘founding vision’ rather than ‘founder(’s) vision’ in order to emphasise 
its connection with original initiative and intended purpose, matters which are subjective in 
the sense that what is considered by a human being to be meaningful follows the principle of 
complexity and thus remains open to investigation.
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Drawing on Schein’s ideas on the reflection of a founder’s ideology in the 
organisational culture, Lloyd Harris and Emmanuel Ogbonna (1999) suggest that 
an organisation can be considered a materialisation of a founding vision. In this 
sense, a particular initiative may be seen as a vehicle for bringing a founding 
vision to life that is anchored in the intended purpose of its founder(s).

...in the context of unfolding initiatives
Understanding the intended purpose and meaning of particular (venture capital) 
initiatives implies that we are not satisfied with seeing similarities, but that we are 
reaching out also for that which is unique and which sets us apart. In the words 
of John Kimberly and Hamid Bouchikhi, “No effort to understand individual 
behavior would be complete without taking both the unique and the common into 
account.” (1995:10). The vulgarisation of vanilla-like vision statements conveys 
the view that vision has little to offer in terms of such dynamics and richness. 
This is challenged by an empirical study of visioning thoughts by Alfie Morgan 
(1996) using a grounded approach.10 Meting out multiple dimensions regarding 
both the enterprise and the setting, Morgan’s study suggests that (entrepreneurial) 
visions provide a rich canvas for interpretation.

Phenomena which bear the markings of the unique and the common cannot be 
readily pigeonholed since they require understanding based on their individual 
merits. As David Whetten puts it:

…our scientific models simplify the human experience in hopes of better 
understanding it… The identity question comes from a humanities 
tradition, and it may not lend itself to the standard scientific methodology 
because it resists being simplified ... categorized and analyzed and 
quantified because its native condition is inherently paradoxical and 
enigmatic. (in Whetten & Godfrey 1998:283).

Through its affinity with identity, the ‘native condition’ of founding vision will 
then be paradoxical and enigmatic, thus lending itself well to an interpretative 
approach that is grounded in the human experience of the actors. Though the 
action may be more readily observable, understanding the vision in terms of what 
the founder is seeing requires an introspective window on matters which have 
not yet been given concrete, determined form. In this sense, directing attention 
towards background or origin will be helpful for understanding subsequent life, 
as suggested by John Kimberly: “There is the possibility, at least, that, just as 
for a child, the conditions under which an organization is born and the course 

10 Empirical research on vision content tends to focus on the (perceived) attributes of a vision 
(statement), such as its brevity, clarity, future-orientation, abstractedness, stability, ability to 
inspire (see Baum, Locke & Kirkpatrick 1998). Referring to the content of visions thus tends to 
direct attention towards the quality of the visioning instrument, rather than intended purpose. 
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of its development in infancy have nontrivial consequences for its later life.” 
(1979:438).11 New organisations represent settings where it possible to study 
the materialisation of visions or ideas12 as they are brought to life, where one 
can observe “..the translation of ideas into structural and expressive forms.” 
(Pettigrew 1979:574). Such emergent processes appear particularly fruitful for 
grasping the original intent of an idea beyond its subsequent manifestation.

Context, in terms of the setting that surrounds human action, is important 
for understanding an initiative. Referring to Alfred Schütz, Czarniawska asserts 
that “We cannot understand human conduct if we ignore its intentions, and we 
cannot understand human intentions if we ignore the settings in which they make 
sense.” (1997:12). Human actions spring from the mind and heart of people who 
interact within settings where they are triggered to initiatives coloured by their 
own backgrounds. “…as we get older a host of social attitudes grow within 
us, a consequence of the kind of life we have lived, and they bear down on us 
constantly, making us sensitive here, relatively indifferent or even callous there.” 
writes psychiatrist Robert Coles (1998:4-5). Deeds and initiatives thus come to 
life within the context of lives unfolding. When out aim is to understand what 
people want to achieve and what they are trying to do, the social and historical 
context in which the unfolding initiative is embedded merits attention.

One way of making sense of a phenomenon is to interpret and reflect upon 
particular initiatives within that realm so as to understand human action in terms 
of the vision that transpires through individual, historical and social context. 
Returning to the roots of an initiative leads us to a founding vision that reflects 
the origin of an idea and the meaning that it carries to the founder(s) who have 
committed to the enterprise. To return to the literary world of Vilhelm Moberg, 
if we know nothing about the context surrounding Karl-Oskar and Kristina’s 
migration to America, then how would we be able to interpret their initiative? 
Making sense of their adventure as they sailed off to new lands is dependent on 
understanding the origins of their decision – not only the social environment and 
the hardships that they were enduring at the time, but how they perceived these 
hardships and how they in turn responded to factors in their social environment 

11 The role of the founder and of conditions surrounding the early life of an organisation are 
often viewed through a lense of stability. In the spirit of ‘path dependence’, the leadership of 
a founder is seen as a strong imprinting force discouraging strategic change throughout the 
subsequent life of the organisation (see Boeker 1989; cf. the founder’s legacy as ’hangover’ 
in Ogbonna & Harris 2001). Though not explicitly discussing the role of founders, Collins 
and Porras (1997) argue that so-called visionary companies display an ability throughout their 
history to juggle continuity and change, suggesting that the legacy of visionary elements within 
an organisation does not make strategic adaptability impossible. 
12 Though the terms ‘idea’ and ‘vision’ are sometimes used interchangeably, I see vision as 
something beyond the materialised idea, in the sense that it can encompass visionary elements 
of what something is for, who will benefit from the idea, towards what end it is useful - in short, 
elements of meaning and intended purpose.
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(cf. ‘prehistory’ in Kimberly & Bouchikhi 1995). Or to use Senge’s terminology 
(1990/2006), it would involve understanding the ‘creative tension’ between the 
world as they lived and saw it and the world as they believed it could or should 
be. Reflecting on the intended purpose of particular initiatives thus involves 
searching for the vision for their founding – a vision triggered by creative tension 
with the lived surroundings.

Interpreting implications of founding visions
This piece of research reflects the story of a novice who had yet to find her place 
in the academic realm, as she plunged into the unfamiliar ‘out there’. In this 
story, the process of reflection cannot be described according to a linear logic 
(see Gioia & Pitre 1990) with the achievement of a priori defined objectives and 
milestones. It is a process of reasoning, triggered by an initial spark, sustained and 
developed through a quagmire of increasing richness. Interviewing researchers 
from a variety of disciplines, Eisner and Powell (2002) reflect on the discrepancy 
between public and personal stories of research. Whilst the public story is 
formalistically ‘narrated’ in scientific publications and at various academic fora, 
the personal has to do with what actually happens during the research process 
and how this is experienced by the researcher (cf. Czarniawska 1999). My own 
research narrative reflects a challenging learning process, one of reflexivity 
(see Alvesson & Sköldberg 2000), of venturing into unfamiliar (though not 
unknown) waters with an emerging vision in mind, but with no certainty as to 
the outcome.13 It mirrors my own ambition and motivation while grappling with 
tensions regarding the identity of a researcher – and by extension, my identity as a 
human being. As Jean Clandinin and Michael Connelly observe: “We all, novice 
and experienced researchers alike, come to inquiry with views, attitudes, and 
ways of thinking about inquiry. (...) ... we are forever struggling with personal 
tensions as we pursue narrative inquiry.” (:46). Here I am attempting to reconcile 
the personal and public stories of research, so as to bring the reader into the 
reasoning process, where I have repeatedly been challenged to reconsider in my 
struggle to progress.

The Listening Phase: initial spark lost in confusion
The first phase (roughly sketched) of my research process started in late 1999 as I 
embarked on a research project to explore two regional venture capital initiatives. 

13 As Andersen and his colleagues so well put it, “The field researcher runs the risk of being 
wrong. But also of becoming wiser, as the recognition of mistakes has been known to produce 
wisdom.” (1995:19). 
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These two initiatives had been taken by individuals with entrepreneurial careers 
(cf. Politis & Landström 2002). The initial question that presented itself was 
whether these formalised associations of private financiers, situated in the 
borderline between formal and informal segments of the capital market (cf. 
Mason & Harrison 1999; Isaksson 2006), offered examples of an emerging 
business logic different from that associated with mainstream venture capital. 
The project was labeled an exploratory study, and after a brief orientation in the 
venture capital literature I set out to interview the actors involved.

In chapter one, I discuss the background that surrounded my early encounters 
with venture capital. As I sought to familiarise myself with the phenomenon, 
what quickly sparked my interest was the idea that venture capital affiliation 
would shape the development of a venture, and that this force could just as well 
be destructive in the company as it could be constructive or impotent (see Fried & 
Hisrich 1995). The limited insight accorded to an entrepreneur into the realities 
of the venture capitalist contrasted with the scrutinisation of the investment 
prospect through lengthy processes of due diligence. On the other hand, the strong 
association of venture capital with rapid growth would from the entrepreneur’s 
side encourage a plunge into such affiliation based on high expectations. It 
seemed to me that if one could contribute to an entrepreneur’s understanding of 
the ways-of-thinking of venture capitalists, the human and strategic implications 
of such affiliation could be more carefully considered beforehand.

If my early concerns were directed towards implications for the entrepreneur, 
the opportunity that presented itself involved venture capitalists who had only 
recently entered into the profession, but who did not feel at home in the mainstream 
of venture capital at the time. In a ‘grounded’ vein (see Charmaz 2000; Corbin 
& Strauss 1990), I set out to explore the phenomenon up close in a case study 
of Alpha 1998-2000 and Lucina 1995-2000 (which was renamed Lucina, see 
chapters 3-4).14 A third case, Gamma, emerged from the Lucina sphere in the 
form of a venture capital initiative within the domain of life sciences, where some 
of the Lucina people remained involved. The three cases thus mirrored venture 
capital in various investment milieus, ranging from service companies (Alpha) 
to high-tech companies (Lucina) to ventures in life sciences (Gamma). In view 

14 The case study presented itself as an adequate research strategy given my ambition to 
understand the dynamics within each particular setting (see Eisenhardt 1989a), with a focus 
on the uniqueness and complexity of these social systems (cf. Melin 1977; Stake 2000). 
Though such a research strategy may be based on quite different epistemological positions 
(see Eisenhardt 1989a; Yin 1994), such a design enables a richness of empirical material (‘case 
descriptions’) from which theory can emerge. It enables the study of events and perceptions as 
embedded in their relevant context(s), at various levels of analysis (cf. Yin 1994) and drawing 
upon multiple perspectives of actors involved in the process (see Melin 1977). This would 
incorporate potentially conflicting interests at the relationship level between venture capitalist 
and entrepreneur.



Human Initiatives in the Venture Capital Setting

35

of the relative paucity of case studies focusing on the micro level (see Willquist 
2001), such richness seemed particularly interesting.

My encounters involved open and loosely structured conversations with the 
people behind these initiatives (the founders), those implementing the initiatives15 

(the managers), as well as those affected by the initiatives (the ‘entrepreneurs’ 
of the affiliated companies)16. My role was primarily that of an active listener 
(cf. Holstein & Gubrium 1995) absorbing stories rich with detail. My focus 
was not so much on the subjective experience of each interlocutor, as on the 
potentially contrasting perspectives of ‘venture capitalist’ and ‘entrepreneur’, in 
accordance with a relationship view on venture capital.17 The result was a total of 
33 conversations (lasting 1.5 – 4 hours) conducted from December 1999 to June 
2000, with 4 follow-up conversations in August – September that same year.18 
Furthermore, my fieldwork was ethnographically inspired, in the sense that every 
visit to the Lucina, Alfa or Gamma milieu offered the opportunity to take in 
(observe) action and interaction beyond what is actually said in conversation. I 
relied on written documentation in order to obtain a better overview of events that 
had occured prior to my meetings, and as a source of inspiration for my questions. 
(However, considering the fact that these were smaller, private companies, the 
amount of available documentation was limited.) Documents and other artifacts 
(such as the products of an affiliate or a logotype) proved to be valuable ‘cues’ 
as they opened up for conversations around perceived meaning and purpose. It 
was also interesting to compare my impressions from talking with the people 
involved with the official story that was then communicated to shareholders in 
the annual report.

Using a computer graphics tool called GoalScreen (Unilogo Invest 1999) to 
overview and structure the rich material, I contrasted the stories of the narrators 
– venture capital providers and receivers alike – with each other, looking for 
inconsistencies in terms of what venture capital meant to the people involved 
and what it was for. The result was a ninety-page field report that described these 

15 Here it was difficult to make a clear distinction between founders and managers, since theHere it was difficult to make a clear distinction between founders and managers, since the 
many of the board members were actively involved in the activities (see the Lucina story). 
16 As I met with the ‘entrepreneurs’, the CEO:s of the affiliated companies, I found that the 
degree of openness of these people differed depending on which sphere they belonged to. In the 
Alpha sphere, one was guarded as to the information that was disclosed, and reluctant to discuss 
the venture capitalist role in the process. For the main part, Alpha held the majority of the shares 
in its affiliates. In the Lucina sphere, the entrepreneurs were more outspoken, even though some 
guardedness remained.  
17 This view was, however, challenged by the lack of empirical distinction between the 
venture capitalist and the entrepreneur roles – in Gamma, for instance, these roles were 
blended, as Gamma’s CEO often acted as ‘entrepreneur’, taking the lead in the early phases 
of commercialisation. In Alpha, the ‘entrepreneur’ was a manager ‘employed’ by a venture 
capitalist majority owner.
18 See Appendix A for a list of all conversations.See Appendix A for a list of all conversations. 
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various perspectives on venture capital in detail. The material illustrated how 
different visions for the founding of various initiatives within the same setting of 
venture capital could be, revealing a diversity of ambitions and self-conceptions 
that went beyond specific industry/technology investment preferences. These 
dynamics were explored further in terms of organisational identity (Brunninge 
& Garvi 2001). 

The empirical material involved more complexities than the contrasting, 
potentially conflicting perspectives of two parties in an interorganisational 
relationship, recalling Øistein Fredriksen’s observation (1997) that the venture 
capitalist plays a dual role both as an ‘insider’ and an ‘outsider’. In particular, 
the Alpha story highlighted inconsistencies in terms of conflicting meanings 
of venture capital within the investor group (cf. Melin 1977), presenting more 
intriguing dynamics within the ‘black box’ of the venture capital firm itself (see 
Wasserman 2002) than between provider and receiver. In particular, conflicts 
pertained to the degree of risk propensity, where some owners argued for the 
venturing on innovative ideas with little collateral, whilst others emphasised the 
need for security and stability. The question was whether there was, in effect, any 
other cohesiveness to the association than a sense of ‘community responsibility’ 
for the region, and the fact that funds had been invested.19 In the autumn of 
2000, the group of owners was dissolved. Alpha abandoned its venture capital 
ambitions and was reorganised into a holding company with the expressed aim 
of enhancing its portfolio holdings. Recalling an original investment prospect 
that had seemed to include ‘a little bit of everything’, the reorientation questioned 
whether Alpha had ever really followed the logic of temporary partner that is 
seen to distinguish venture capital from other types of risk capital activities (see 
Olofsson 1986). 

Filled with these stories, I found myself wondering about how next to 
proceed. By the end of 2001, what was at first an exploratory study had led to a 
research proposal outlining a project designed for the purpose of understanding 
the relationship between venture capital provider and receiver. The design 
emphasised multiple cases, rich material, a processual perspective and suggested 
theoretical concepts that could be helpful for making sense of the relationship. 
What remained in my mind was a process of implementation, of applying the case 
study instrument to a processual setting and seeing something emerge (much as 
the stepwise process of building theory from cases studies outlined in Eisenhardt 
1989a). Soon enough, however, I was restrained by ‘so what’ questions that left me 
uncertain and confused. I struggled to position my research as the faces and voices 
of formalised associations of private investors with entrepreneurial backgrounds 
conformed neither with the typical business angel nor with the typical venture 

19 Here I am discussing the Alpha case, which does not reappear in the following chapters. In 
the vision literature, the degree of shared vision is often brought up as an important aspect of 
the visioning process. This will be discussed further in the Lucina story (see chapter four).
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capital institution. Without the link of identity issues with performance and the 
creation of financial value (cf. the debate on value added which has occupied 
venture capital scholars for some time, see Mason & Harrison 1999), these stories 
were met with little interest. Instead, they were brushed off as initiatives of quasi-
venture capital which did not appear particularly successful anyway and therefore 
had little to contribute to the existent body of research in the field. In a rage of 
self-criticism, I put my initial report and my research proposal on the shelf, and 
decided to re-think my dissertation project from the beginning.

The story could have ended there, culminating in frustration and resignation. 
But it did not. Revisiting my material after half a year’s absence from research, I 
was puzzled by the fact that though venture capital was strongly associated with 
socio-economic development, the utility of the particular technology, product or 
service that was being commercialised with venture capital was absent from my 
three stories. Without the voice of stakeholders such as customers or end users, 
venture capitalists’ own concerns with socio-economic development amounted, 
as in the Alpha case, to lofty ideas of a Swedish Silicon Valley. How then did 
venture capital gain such a strong connotation with innovation and development, 
if the nature of the impact of a technology or service that was sponsored was of 
minor concern? Applying Perry’s typology (1988), such a discrepancy could be 
explained by an increasing dominance of investor and advisor over (long-term, 
innovation-focused) partner logics. The question was whether there were other 
forms of venture capital which incorporated a broader stakeholder perspective. 
My encounters with Alpha, Lucina and Gamma brought the realisation that 
though these three initiatives professed to the same label or ‘umbrella concept’, 
the implications of their respective founding visions20 were quite different. With 
this heterogeneity in mind, I looked for ways to broaden my study. I spent another 
couple of months designing a questionnaire based on the differences that I had 
found in my initial study and those outlined by Perry. But capturing founding 
visions with a survey instrument requires the ability to concretise implications 
on multiple levels, and I found that I lacked the pre-understanding to do this in a 
comprehensive way. Seeking to understand the why, but not searching for causal 
explanations, I back-traced my steps yet again, returning to the case study as a 
strategy that is acknowledged for its merit when trying to understand why and 
how something occurs, whilst allowing specific issues to emerge from the real-
life setting (see Yin 1994).

 In my research proposal, I had planned to continue studying the Alpha, 
Lucina and Gamma cases and their affiliates. However, there was a contrast in the 
venture capital literature between the informal segment - where one would find 
the individual as a level of analysis and where internal dynamics were perhaps 
to be expected, and the formal segment, where what was happening within the 

20 At this stage the term ‘founding vision’ was not part of my vocabulary, even though what I 
was studying in the initial stages of my research is consistent with how I use the term.
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venture capital firm itself was downplayed (see Wasserman 2002). Not satisfied 
with such an anonymous view of a venture capital firm, I was determined to 
broaden my study in such a way as to include also cases that would belong to 
the formal segment of the market. Consequently, I set out to select my cases 
instrumentally (see Stake 2000) based on a criterion of differentiation. Looking 
at how the venture capital market was organised, one such criterion was the 
ownership structure of a venture capital organisation, depending on whether it 
was captive or independent, private or public, for instance (see Isaksson 1999). 
As institutional ownership differs from individual ownership (Schneider 2000), 
this could involve distinct roles as corporate owners. I decided to select four cases 
(with the aim of in-depth, rather than surface studies; see Gibb Dyer & Wilkin’s 
response (1991) to Eisenhardt 1989a) based on their ownership structures, 
where one case (Lucina) would represent individual ownership, a second public 
ownership, a third institutional ownership, and a fourth corporate ownership. 
With this criterion of differentiation, Gamma was dropped, as well as a re-
oriented Alpha that no longer professed to any venture capital activities. Using 
the member listings of the SVCA (the Swedish Venture Capital Association), I 
contacted companies that met this criterion, ending up with three cases: Lucina, 
Delta, and Acacia. (To my knowledge, there was only one firm in Sweden that 
corresponded to the fourth category without being wholly owned by one single 
corporation. However, this company declined participation.) This time I widened 
the perspective to include not only the venture capitalists themselves as well as the 
‘entrepreneurs’, but to give voice to representatives for the institutional financiers, 
the government (as the ‘principal’ of public venture capital) and for the customers 
of an affiliate of choice. (In order to go deeper into the relationship, I focused on 
one particular affiliate. The selection of affiliate was left to the discretion of the 
venture capitalist, as an illustration of what was considered a ‘typical’ investment 
object. Whether this affiliate was considered financially successful or not was of 
little relevance for understanding the implications of their founding visions).

The Concretisation Phase: a pathway emerges out of tension
I returned to the field in May 2003 with a ‘visit at the mansion’ (see first scene 
of the second act in chapter 5), meeting with 32 different people on 31 occasions 
(see list in appendix A) over a period of 14 months. By now familiar with the 
what, I was even more determined to pursue the why.21 The fieldwork in 2003-
2004 was based on meetings with people involved in the various spheres, where 
an element of participant observation was important for generating impressions 

21 To me, understanding intended purpose and meaning answers to a question of Why? 
more than How? or What?. In this sense, I see why questions as inherent to interpretative 
research, bringing out (subjective) reasons for action (which differ from relationships of causal 
explanation).
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of each sphere that served as a frame for my interpretation of the conversations 
(these impressions are described in chapters 4 and 6, under the heading of ‘initial 
impressions’). I experienced these milieus very differently, something that I have 
synthesised into a ‘Robin Hood-style’ anecdote which appears twice in chapter 
4 (bringing out the contrast between Lucina in 2000 and Lucina in 2003-4) and 
once in chapter 6.

Reflecting on these encounters, I realise that my role as a researcher had 
evolved. Though this occurred gradually, it was especially prompted by a 
confrontation with one of the founders of Alpha, annoyed with my interpretation 
of the case, insisting that ‘I told you that this was the reason things turned out 
the way they did – and that’s not what it says here!’. Having revisited but not 
revised my conclusions, I realised that what I had initially perceived as a less than 
pleasant confrontation with a chairman more than twice my own age actually 
provided me with a valuable piece of story that, if treated as a narrative, shed 
more light on the subjective perspective of this venture capitalist, than it served 
to question the reliability of my research findings. I emerged from this experience 
with a heightened awareness of my role as a researcher and the importance of 
integrity in such a process, not because my own interpretation was necessarily 
the right interpretation, but because it would no longer be my interpretation if 
reflections were dictated by authority. Fieldwork, especially when it relates to 
empathic knowledge, involves concern and respect for the research subjects, but 
this can be inhibiting. And so the experience of a ‘clash’ brought with it a break 
with the self-conception of the inquirer as an intruder, which had been causing 
me to reflect twice before asking a question that I feared could be sensitive, and 
to formulate it diplomatically so as not to cause unnecessary tension.

Strengthened in my role as a researcher, I was liberated from ‘negotiating 
a way to be useful’ (see Clandinin & Connelly 2000). And in so doing I found 
myself recovering that initial spark, facing yet again aspects that intrigued me 
and that I felt the urge to pursue further. I wanted to understand what venture 
capital actually meant to those involved with the initiative, not taking things at 
face value but questioning what they appeared to take for granted. I was digging 
deeper into the involvement of each individual that I met, hearing stories that 
moved them, realising, as Stephen Fineman writes, that “What is important, worth 
thinking about, is cued by feelings — including those of the ‘gut’.” (2000:11). I 
found I could explore further not only the professional aspects of their activities, 
but the human side. And in this process, stories were shared - some compelling, 
others distressing, even painful - reflecting a reality not of black and white, but of 
multiple shades and colours.

As my focus was geared on the individual, these conversations bore muchhese conversations bore much 
resemblance to a ‘life story interview’ (see Atkinson 1998), where a narrative 
presented the opportunity to learn about individual perceptions of founding 
vision and how they related to this in the context of lives unfolding. In this 
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sense, they were windows on personal experience seldom captured in official 
documents that provided insight into the ‘vécu subjectif’ (see Bertaux 1980). 
Written documentation was a valuable source for triggering recollections of 
events that surrounded a particular text, or giving access to an individual’s 
interpretation of the written. Bearing in mind that such stories do not account 
to ‘full explanations’ of actions or intentions (see Denzin & Lincoln 2000), what 
one individual remembered, brought attention to, how s/he rationalised the past 
and envisioned the future provided valuable insights into subjective experience22. 
As Robert Coles concludes with regard to stories: 

What patients say tells us to think about what hurts them; and what we 
say tells us what is happening to us – what we are thinking, and what 
may be wrong with us… (...) ...we owe it to each other to respect our 
stories and learn from them. (in Clandinin & Connelly 2000:13-4).

Dramatising the stories
Armed with an array of stories, I proceeded to construct my case reports as 
organisational biographies (see Kimberly 1987; Kimberly & Bouchikhi 1995; 
Salama 1992) recounting the unfolding lives of organised initiatives. I was 
concerned with writing rich descriptions that would give the reader the ‘aha’ 
experience that Gibb Dyer and Wilkins refer to (1991). But drafting these reports, 
I felt upon reading that much of the dynamics in the material was lost in this 
format. I found myself looking for other ways of conveying the experienced, 
heeding to Ewert Gummesson’s challenge that research is handicraft involving 
both empathic interpretation and the ability to communicate a message in a 
skillful way; “A good scholar crafts his or her presentations and publications 
to become legible, even exciting.” (2002:342).23 And so the idea came to present 
the material as a theatre play, as a way of resolving tensions between formalistic 

22  Yvonna Lincoln’s reflection (2000) on the narrative or ‘testimonio’ of Rigoberta Menchú 
is here an interesting example. As she moves through various ways of reading the story, she 
notes that “…it is far easier to convince me of courage and vulnerability when one has been 
courageous enough to tell the truth, or at least to represent what one is saying for what it is.” 
(:138). Explaining the ‘testimonio’ as a narrative which is not the eye witness account that is 
commonly associated with a testimony, but a challenge to the grand narrative, a “confrontation 
to authority”, her contemplation reflects how all testimonies, even the perjured ones, reveal 
something about the story-teller. In the case of Menchú, it serves to reveal a commitment to an 
agenda strongly associated with the suffering of indigenous people of Guatemala, a reflection 
of a personal vision of conviction.
23 There is a growing stream of researchers that are blending research and art, applying 
creative ways of representing material in order to convey a message. Qualitative Inquiry, a 
journal edited by Lincoln and Denzin, frequently features pieces on alternative forms of data 
representation, especially with such artistic influences as poetry, drama and dance. The theme 
of the 18th Annual Conference on Interdisciplinary Qualitative Studies held in January 2005 
was ‘Art as Research and Research as Art’. 
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and literary requirements (cf. Sanders 1999). The dramatised form presented an 
arena for multiple voices, where the reader could sense the dynamics of clashing 
perspectives that was lurking behind adopted labels and language. It would put 
the human being and her interaction with other human beings at the forefront 
– the very essence of social studies. As Johnny Saldaňa holds: 

Dialogue is the playwright’s way of showing character interaction and 
interplay, terms found regularly in the qualitative research literature. 
Through dialogue we not only advance the action, we reveal character 
reaction, the symbolic interactionist’s playing field. (2003:226). 

By ‘reenacting’ dialogue and setting, this presented a means to draw the reader 
into these micro worlds in which empathic knowledge emerges.24

In this process, the Delta ‘case’ was eventually dropped. This public foundation 
had been contacted in the first place because it had recently undergone a process of 
reorientation, with the expressed ambitions of its present management to provide 
venture capital (in addition to subsidised loans). But I found the people alienated 
from the stories; they were narrating to me events which were occurring at a 
distance, shaped by the anonymous force of government or implemented by a 
syndicate partner (when investing in affiliates, another venture capitalist would 
take on the leading role in the relationship, and most of Delta’s dealings with its 
investee firms would thus occur indirectly).

The literary form for this dissertation draws on the ‘ethnodrama’ relying on 
selections of the empirical material that have been processed and dramatised 
(see Saldaňa 2003). This has been done by putting it in a theatre setting, and 
structuring it according to acts and scenes, whilst striving to remain as faithful 
to (my interpretation of) the storied material as possible. The resulting text is the 
result of extensive interpretation (and in this sense the activity of dramatising the 
stories has been a helpful step in the analysis of these stories) yet remains close 
to its empirical source (which is particularly visible in the second act, structured 
as a series of conversations with the Research Apprentice). I have not aspired tohave not aspired to 
write play that is inspired by the empirical material (such as Czarniawska-Joerges 

24 The theatre as a metaphor draws on the idea that the world is a stage where people take up, 
enact and discard roles, and can as such be considered to be a ‘millenary metaphor’ (see Wood 
2002). For an interesting account of the emergence of a dramaturgical perspective on social 
and organisational life drawing on the writings of Kenneth Burke and Erving Goffman, see 
Iain Mangham’s contemplative article (2005). Goffman (1959) uses drama (the art of illusion) 
as a metaphor for how human action is staged. This dramaturgical approach differs from 
Burke’s dramatism which sees social life as inherently dramatic, involving friction and choice 
(see Wood 2002). I find the connection between organisational studies and theatre interesting 
because it brings out human agency and thus provides an alternative to a deterministic view 
of social and organisational life (see Mangham 2005). On the other hand, a focus on founding 
visions implies less of an interest in a particular illusion or representation of oneself in favour 
of the intended purpose of projected image.
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and Jacobsson’s 1995 rendering of decision-making in political organisations 
as commedia dell’arte). To juxtapose various accounts of similar events brings 
attention beyond the micro dynamics surrounding the plot - uncovering nuances, 
details, accentuations which might otherwise go unnoticed. It is constructed 
around the main points of the stories based on my interpretation of the material. 
In the Acacia story, an interesting point is the contrast between the individual 
perspectives (in terms of language, issues emphasised, and issues reflected upon 
or taken-for-granted) as one descends the hierarchical ladder. In the Lucina 
story, the contrast between initial collective enthusiasm and what subsequently 
happened was more interesting to follow, and so this first act was structured 
accordingly.

The result is an inter-subjective ‘ensemble play’, with the opportunity to write 
the researcher more actively into the text. The dramatised chapters (3 and 5) 
narrate the main character’s (the Research Apprentice) quest for understanding, 
as she goes into the field looking for answers, featuring multiple characters in a 
variety of vignettes, where the leading role is present and absent alternately. TheThe 
dialogue is based on a processing of the conversation transcripts, and consists 
of excerpts from the actual conversations with the people I encountered which 
have been translated from Swedish into English. The lines of the Research 
Apprentice are based on the actual conversations with each interlocutor, but have 
been adapted to suit the flow of the dialogue. In order to maintain the theatreIn order to maintain the theatre 
metaphor throughout the entire book, I have added scenes to the non-dramatised 
chapters one and seven.25 Finally, at the very beginning of this book, a Prologue 
introduces the play as a frame for the dramatised story.

Making sense of a patchwork of stories
Analysis is a central ingredient of research, though what it implies in practice varies 
between traditions. Particularly, so-called qualitative research has been widely 
criticised for the lack of structured methods for analysis, or the inarticulation 
of such a method (see Denzin & Lincoln 1994; Miles & Huberman 1994). It is 
generally suggested to apply a theoretical perspective as a lens for the material, 
or to follow a more formalistic, step-wise process of comparative analysis (e.g. 
Eisenhardt 1989a; Yin 1994) with the aim of generating or building theory. With 
a grounded approach, issues which come through as pregnant in the (more or 
less structured) processing of the material will allow theory to emerge from the 
empirical material. To me, this image of grounded research became a central 

25 Also these scenes serve a purpose. The Assignment, though the dialogue has been Also these scenes serve a purpose. The Assignment, though the dialogue has beenAlso these scenes serve a purpose. The Assignment, though the dialogue has been 
reconstructed, reflects an actual situation and gives the reader insight into the personal side 
of science. The Lecture gives a glimpse of the vision of General Doriot, which is the focus of 
chapter seven.
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point of tension in my reflective process. As I read Clandinin and Connelly, I 
realised that the difficulty lay in reconciling my own expectations of finding a 
structuring framework for the analysis, while at the same time engaging in a 
mental conversation between the literature, myself, and the empirical stories:

The tension often appears as a tension between literature reviewed as a 
structuring framework and literature reviewed as a kind of conversation 
between theory and life, or, at least, between theory and the stories of 
life contained in the inquiry. (2000:41). 

Connecting stories to on-going academic dialogues presents the challenge of 
adopting the terminology that will direct attention towards the points of the story. 
As Czarniawska contends: “In a good story, the events are its facts, and the 
point is its theory.” (1999:15). When the researcher is making sense of what s/he 
experiences in the field, then it is also meaningful to communicate that particular 
interpretation. The eyeopening ‘aha’ experience implies that someone is seeing 
something, an experience which may not be easy to convey, especially when 
relating to aspects that are difficult to encapsulate.26 As a research apprentice you 
learn to choose your wording with care, because the language that you adopt will 
have implications on so many levels – signalling the tradition within which you 
position your research, the kind of dialogue that you wish to engage in and with 
whom; affecting the way in which you interpret your findings and the conclusions 
that are subsequently drawn (see Alvesson & Sköldberg 2000). Sifting out the 
visionary thoughts and ideas that transpired in the stories, I found it helpful to 
articulate my interpretations in metaphors; concretisations of complexities and 
nuances in the stories (which would have been easy to brush aside when I did 
not know how to make sense of them); images which helped me concretize a 
perceived point in a story.

There is little more frustrating than the feeling of having something to say, but 
not being able to find a way to articulate and express it so that an audience will (be 
able to) listen. “Narrative inquirers, in developing or explaining their work with 
other researchers, find themselves almost inevitably at the formalistic inquiry 
boundary, as other researchers read through their work for the formalistic terms 
that apply…” (Clandinin & Connelly 2000:45). Sometimes words seem feeble and 
insignificant; sometimes one word can open up a whole world of fruitful dialogue 
around matters which appear important. Eventually, having travelled through 
various terminology such as ‘goals’, ‘values’, ‘logics’, my reflections crystallised 

26 This is one reason why some find it useful to draw upon a term such as ‘identity’, which This is one reason why some find it useful to draw upon a term such as ‘identity’, whichThis is one reason why some find it useful to draw upon a term such as ‘identity’, which 
opens up for talking also about elements of the heart, such as spirituality and strong emotions. 
As Blake Ashforth observes, “... [identity] does give you access to other kinds of ways of 
talking about organizations that simply aren’t legitimate now, like spirituality, like talking about 
strong emotions like love and agony.” (in Whetten & Godfrey 1998:275). 



Jönköping International Business School

44

into ‘founding visions’ as a helpful concept for articulating a conversation 
between theory and the stories of life contained in the inquiry.

The quest for the ‘why’ brought me to the roots of a phenomenon where I 
encountered the story of an early pioneer (see chapter 7). Bringing in the 
dimension of original intention thus provided a greater framework in which 
to place the founding visions of Lucina and Acacia, leading me to reflect on 
the wider implications of venture capital not only for an affiliate, but also for 
the future of society (see chapter 8). In my process of rechurning the material, 
triggered by repeated writing and re-writing (culminating in the two dramatised 
stories), certain points were protrusive. With this, I felt that my interpretation was 
maturing into understanding.

A note to the Reader
Before reading on, I recommend a revisit to the Prologue preceding the first 
chapter of this dissertation, which sets the stage for the dramatised stories of 
Lucina (chapter three) and Acacia (chapter five). Each Act is followed by an 
(abbreviated) biographic account of the venture capital firm in question, and an 
analysis of the vision for its founding (Lucina chapter four; Acacia chapter six). 
From these stories of initiatives still in the making the journey brings us half a 
century back in time to venture capital as it was once taught and enacted, as we 
are invited to attend a lecture of Professor Doriot (scene two, chapter seven). The 
analysis of the founding vision for venture capital of Doriot and his associates is 
found in chapter seven, setting the stage for concluding reflections regarding how 
we picture our future to be in the light of the past and the present.
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CHAPTER 3
The Lucina Act 

Introducing the First Act
This is the story of Lucina in good times and in bad, told in the voices of many of 
those involved in the initiative. 

It is about the hopes and aspirations of a group of enthusiastic people as they set 
about implementing their own particular version of venture capital. 

It is about the expectations of those on the receiving end as the relationship 
between venture capitalist and affiliated entrepreneur unfolds.  

It is about what happens when high expectations meet reality, and when new 
people with their own ideas on effective management meet those who cling to the 
origins of the undertaking. 

It is about a research apprentice who comes to meet with these people, and her 
journey as she tries to make sense of what happens.

So, without further ado, let us enter into the world of Lucina, a venture capital 
company that has recently been established in the Region by a group of private 
investors with own entrepreneurial backgrounds. As the Act begins we find 
ourselves in the middle of a board meeting where the original investors are 
assembled...

The first act opens.

CHAPTER 3. The Lucina Act
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ACT I 

The star that shone so brightly
   

ACT I The star that shone so brightly
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Scene One: The gathering of the founders’ network
The Cast (in order of appearance): 

THE PROMOTER (Lucina): Initiator and chairman

THE TEACHER (Lucina): Original investor; board member

THE ENHANCER (Lucina): Original investor; Board member

THE SYSTEM-DESIGNER (Lucina): Later investor; board member 

THE CLARIFIER (Lucina): Original investor; CEO

THE COACH (Lucina): Original investor; board member

THE CONSTRUCTOR (Lucina): Original investor; board member

THE PATH-FINDER (Lucina): Original investor; board member

THE DEVELOPER (Lucina): Original investor; board member

THE SCANNER (Lucina): Original investor; board member

THE INVENTOR (Lucina): Original investor; board member 

The scene opens at a golf club. Part of the restaurant has been closed off, the 
tables arranged in a U for a conference setting. Large glass windows at the 
end of the room give a panoramic view of the greens. Twelve people are seated 
around the table, talking loudly, excitedly. One of them bangs his fist in the table, 
calling the rest to attention...

THE PROMOTER: (raising himself out of his seat) Gentlemen, gentlemen, 
please, let’s give everybody here a chance to speak! (Turning to the Constructor) 
You were saying…?

THE CONSTRUCTOR: Had anyone read the book ‘How to establish your 
own business’ they probably wouldn’t… So luckily no one has! 

THE TEACHER: I’m attracted to the idea that the first generation of firms 
– those who have been acquired or sold off to some company – their money will 
be recycled in the Region and come to benefit new entrepreneurs. Sitting on this 
board has made me realise that all of you really enjoy doing this! None of you see 
yourselves as financiers, now do you? 

THE ENHANCER: Here’s how it is; entrepreneurs give venture capital to 
these young, fast-growing companies, who in turn consist of entrepreneurs. The 
entrepreneur has created the capital, ventured the capital and injects both capital 
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and his experience as an entrepreneur into the young entrepreneur. Everything 
happens in symbiosis, in one unit. 

THE SYSTEM-DESIGNER: (nodding in agreement) That’s the way it is. 
We actually invest in people, not technology. A lousy entrepreneur and leader 
can have any good idea, but it doesn’t help. But a good entrepreneur can take 
anything and make it into something good! So we venture on people; that’s how 
this is done! (Enthusiastic nods from the rest of the group) 

THE CLARIFIER: Our entrepreneurs say “we’re to become this big”. So we 
reply “OK, you’re to become this big, if that’s what you want then we’ll help 
you!” (Excitedly) Nothing is impossible, that’s pretty much our attitude…! They 
started their business and that wasn’t because they expected somebody else to do 
the work! 

THE COACH: It’s like being helped by your father. You should get advice and 
some help but still you’re the one doing it in good times and in bad. We shouldn’t 
exaggerate the significance of this kind of activity. We can be an accelerator, and 
help out with some money. But we’re talking pretty small sums of money in these 
companies. 

THE SYSTEM-DESIGNER: What we give is a little courage – to make 
decisions, to move forward! We keep pushing them, constantly. Sometimes 
they’re so naïve that they want to move too fast. Then we slam on the brakes as 
well. So we try to maintain the speed that we think is right for them. Some of 
them have a very good idea with a vision of the USA and enormous growth and 
billions. But others we have to push forward, playing up scenarios of growth. 

THE PROMOTER: (in an inspired tone of voice) We’re a resource for the 
existent entrepreneurs! Our will is the same as their will! Our involvement 
should help them do what they want to do faster than without us. We see to it 
that they move forward on those paths that they choose – and this also requires 
that we rectify a bit sometimes. When they choose a distributor, chances are 
that the Developer here has already worked with this guy for eight years and 
knows that he’s impossible, right? (Nodding towards the Developer who smiles 
in acknowledgement).

THE ENHANCER: We have a very good informal contact network that we’ve 
built around one university. We don’t have to run into those companies that may 
not turn out to be successful. We find those that are run by the right guys. Lucina 
hasn’t failed with one single investment as yet. (Pausing) The fundamental 
business idea here is simply to avoid making mistakes!

THE CONSTRUCTOR: Very true. It’s by avoiding these mistakes that I 
believe the companies in the Lucina sphere will progress from idea to growth. 
Until now we’ve succeeded in developing the companies. They go through 
various stages ―
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THE ENHANCER: (enthusiastically) ― and as their capital needs increase, 
room is made for a second, third and perhaps fourth round of development capital. 
And then we in the ownership sphere have priority rights!

Laughter and applause from the group. People start talking in smaller groups, 
there is loud chatter in the room. The Promoter bangs his fist in the table once 
again, restoring order. 

THE PATH-FINDER: I think that some venture capital firms are pretty weird. 
They come in and say “well, you’ve done this really well, but in two years time 
we want a new guy in charge”. We don’t do that here, because we believe that the 
entrepreneur should participate as long as possible. 

THE CONSTRUCTOR: But once you get to the growth stage, a different kind 
of administrative and leadership talent is required. The entrepreneur-inventor is 
not always the right leader for the company. 

THE PATH-FINDER: Those who’ve started a company are often very skilled 
technicians. So there’s technical and product competence, but there’s a lack of 
business thinking. 

THE COACH: They’re inventors, entrepreneurs. They are dangerous as 
managers! (Laughter) There are all sorts of alternatives, but that doesn’t mean 
that they’re good for nothing and shouldn’t stay! Only in a different role! In 
those cases we can suggest to them; “Hey, what if you were to focus on research 
instead?” It’s better that we tell them that, rather than they should hear it only 
when it’s too late to do anything about it. 

THE SYSTEM-DESIGNER: (enthusiastically) I think that Lucina’s philosophy 
is so great, it’s so interesting! Trying to stretch the entrepreneur as far as possible... 
We’ll be replacing those who do not realise their limitations – they’re technicians 
and will always remain technicians and they don’t fit as CEOs and leaders. To go 
in like many do and almost immediately replace in order to take a driveway that’s 
marked with paper-strips, that’s utterly uninteresting to us, utterly! This is why 
we talk about sympathetic capital! Obviously we too want a fast development of 
the company, but it should occur in a specific way. We’re very humble towards the 
people, they’re the ones doing the job and they’re the ones we should support. Not 
because we love people so much, but because we believe in sensible companies!

THE CONSTRUCTOR: (brightly) You know what we are? We’re a plant 
school for new enterprising! 

THE DEVELOPER: Well, Lucina’s philosophy is to help these entrepreneurs 
or companies capitalise on their business idea faster. And all of these companies 
need help – a lot of help. 

THE CLARIFIER: Yes, they do need help. We spend an afternoon discussing 
certain things with them, and that might make them wiser. Not perhaps because 



Jönköping International Business School

50

we’ve said the right things, but because they got a wider perspective. It adds some 
courage to their thoughts ―

THE SCANNER: ― Right! Take Administrative System for instance; we told 
them “Now you need to get that order from the hospital, reduce your prices!” Had 
they been on their own they might not have dared take that order…

THE SYSTEM-DESIGNER: In Digital Communication it’s obvious that we’re 
a sponsor, a mentor, a father – everything, really, in order to try to help these 
relatively young guys. And that’s based purely on experience. We can’t assist 
with any technical knowledge, really. It’s about how they should be thinking. 
We’re a sounding board. And what we’ve tried to achieve in that company is to 
establish a professional board. 

(The group embarks on a discussion on the merits of the two companies… ) 

THE PROMOTER: All right, we’ll come back to our companies later when 
we get into the specifics. Let’s get back to discussing our general concept. 

THE CLARIFIER: Going back to our role, I’ve seen it many times now. 
Maybe we need capital from the bank and the bank asks for securities, saying 
things like “but you only have two or three customers”. And then we’ll say “but 
there are five new ones on their way”. “We don’t believe you” – then what do you 
do? There are far too many people out there who are scared (laughing). It helps 
to have some other person together with myself who knows the industry of the 
company, and can relate to the stage it’s in. And who also understands the mind-
set of the entrepreneur ―

THE PROMOTER: ― Every one of us here today is on the board of lots of 
companies! It’s as if we went back and remembered “oh yes, this is what it was 
like ten years ago when I was running a company!” It keeps us alert, because 
the people who run our companies – even though they’re ten or twenty years 
younger than us – they weren’t born yesterday! Sure, when they’re sitting with 
the board of a bank asking for a loan, then they’re schoolboys, they don’t realise 
that they’re being fooled. But they weren’t born yesterday when it comes to their 
own operations! 

THE CONSTRUCTOR: When I started my own company in 1981 I was 31 
years old. I had no idea of how to start; all I had was an idea. It wasn’t easy to 
borrow any money. So often many ideas die because the inventor or entrepreneur 
is so focused on his own product that he forgets how to handle marketing and 
commercialisation… he can’t get the sales going ―

THE COACH: ― There are so many ideas everywhere that are not pushed 
forward! We represent a local firm that also understands the mind-set of the 
entrepreneur. I mean, an entrepreneur is a special kind of person who skips a 
safe career in order to come up with something that may pay off in the future. 
He believes in his idea. He doesn’t care about laws regulating work hours or any 
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of that! All of us here on the board share the same background. We deal with 
people, human capital. We relate to such a guy. If he turns to the bank, he’ll have 
to mortgage his house and car and wife and everything, right? (Nods from the 
audience). It’s a misery for him! Here he can get a better sleeping partner, one 
who understands that it could actually be tough in the month of August after the 
holidays…!

THE CONSTRUCTOR: (Picking up where he left off) What I was saying was 
that the probability of increased value is far greater with the kind of competence 
represented by Lucina’s founders’ network. We’re providing the entrepreneur 
with a safety net! (Nods from several members of the congregation)

THE PROMOTER: (excitedly) That’s precisely the point! Many companies 
that we encounter have exactly those problems most of us have experienced. You 
remember (addressing the Coach and the Enhancer) how we were sitting around 
thinking that our own company was the best in the world at what we were doing. 
It was so completely unique – why wasn’t there a whole bunch of people lining 
up outside?! (Laughter from the audience) The banks didn’t understand a thing 
and they didn’t want to lend us any money. We couldn’t even afford to pay our 
wages for the following month. Now we can secure money for the companies that 
we encounter. But that’s not the biggest problem! Of course we’re to give them 
money… The huge problem is to find the right direction; if you want to establish 
a new product on a new market, who should you work with? We can seek partners 
for them quickly… 

THE SYSTEM-DESIGNER: We have so many contacts. There are enough 
contacts for the companies; really, it’s the companies who need to think about 
what they actually need. And they do that together with our people. 

THE COACH: (laughing) Many of us have taken part in the whole journey; 
we’ve been through the hard times. Far too many people believe that when the 
company is doing poorly, it’s because the follow-up was bad. We always hear that 
from the bank. So we explain that “No, it’s because we lost that order in Paris”. 
(Imitating voices) “Yes, but what are your routines?” (Scornfully) “We don’t have 
any routines! But had we got that order we wouldn’t need any routines!” What 
kind of debate is that?? We’ve all done a budget, and we know that it’s like sending 
out your wish list for Christmas believing you will get everything on it…!

THE PATH-FINDER: There are too many bankers and analysts who are 
sitting out there doing their calculations. I mean, it’s not uncommon to meet 
people asking “hey, in year 5 or 7 here, it looks very strange, what’s happening 
then?” You don’t know whether to laugh or to cry. (Frustrated) But this is about 
determining the business opportunities of a project!

THE TEACHER: (with feeling) You know, I had the opportunity to set up one 
of the first companies in the Region – this was in 1978 – and it was extremely 
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difficult to get funds. I tried to set up a venture capital firm together with Ericsson 
in the late eighties, focusing on telecom companies, but we didn’t find any good 
investment objects. And I didn’t really have the time to work that hard with it 
either. So many venture capitalists brag about having more than money to offer, 
we’ve been hearing that for years. But they can seldom live up to the rumour. 

THE SCANNER: (cutting in) Right! I see that people tend to be disappointed 
with IT funds. What do they really know? And do they have the time? The 
entrepreneurs get the money but they still have to do everything themselves. 

THE TEACHER: (rectifying himself) I mean, they might have a few very 
experienced people, but they seldom have the time to be really committed to a 
single venture. 

THE SCANNER: (changing the subject, turning to the Developer) I’ve been 
hearing from you that you’ve been in touch almost every week with the CEOs of 
your companies! Our most important role is to be sounding boards; not only to 
attend board meetings. Take the case of Administrative System – it’s such a perfect 
illustration! (Addressing the Promoter) What did your consultancy firm look like 
twenty years ago, huh? What were the problems, what were you preparing for? 
And your Nordic executive has been put on the board of Administrative System, 
and probably contributes in a way that no one else could. In my view, we’ve got 
the right individuals into these companies who provide the right competence! 
(Turning to the Inventor) Haven’t you been involved there, too? 

THE INVENTOR: Yes, I have. Still am, actually. When I met Administrative 
System they were already involved in a project at a hospital in the capital. Their 
weakness as I saw it was relationships between customer and supplier, how to 
work together. So I found a solution for the problem at the forest level – look at 
the forest and not the trees, that’s what’s most important! 

THE CLARIFIER:  For my part, living in the capital I see the contrast between 
firms in our Region and those over there. Down here, you develop a product, see 
to its delivery and the financial situation... In the Capital, you market yourself, 
but the capacity for delivering what has been promised is not very high. So many 
of these castles are built on sand and eventually they come crashing down. And 
one shouldn’t paint them up as idiots but at least our companies shouldn’t believe 
they’re any worse. They shouldn’t assume that just because one is seen in the 
media or takes in 200 million in a new emission of shares ―

THE PROMOTER: (with emphasis) ― We mustn’t be blinded by that race 
– with Internet booms and quoted companies being worth twenty billion instead 
of half a billion – and we can’t start hurrying just to catch the train – because 
that’s not what it’s about! We’ve committed ourselves to the companies that we 
have! And we have to see to it that it works out well! 
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THE DEVELOPER: You know, when you embrace someone like that – like a 
young child – you don’t want to lose that child or see things go bad. For if things 
work out for the companies, then we know that it works out for Lucina! And 
probably for us as individuals too. So we focus on the companies rather than on 
the returns that we’ll make. I mean, we’re the sympathetic development capital, 
right? (Laughter) 

THE PROMOTER: (Addressing every one around the table) In the last two 
years, the world has shown that increasing value once is really nothing! Value 
should be increased a hundred times in six months! Each of us here has ventured 
at the most three million! This company is connected to the Region and you’re 
sure to gain better returns than if you’d put the money in the bank – it’ll be both 
six and nine million! If this takes three or five or seven years – who cares, huh? 
You’re content with that, even if you might be thinking that had you put three 
million into Icon they’d be worth fifteen million by now. (Throwing his arms up 
with an air of defiance) Sure, so why don’t you? (Quiet pause)

THE SYSTEM-DESIGNER: I think it was the local connection and taking 
part in developing companies of the next generation that attracted me the most. 
But then there’s no idealism in this. It’s strictly commercial all the way. We don’t 
do it just because it’s fun. It’s fun combined with being an investment. It’s not 
charity, that’s the word I was looking for. 

THE CONSTRUCTOR: The network itself is also – what do you call it, 
ehh – an alumni association. I’ve put very little into my own education ever 
since I finished university. So for me this is a way of keeping up to date with the 
technological development. Which also gives me the opportunity to allocate time 
for this, without it intruding on my regular work… 

THE DEVELOPER: If things go well then I guess some of us will be a bit 
happier. It’s such a long project that those eventual returns from Lucina, they’re a 
real side issue. One of these days it’s going to yield good returns, but we have no 
clue when. But with every day that passes we do see that the value of our portfolio 
companies increases. 

THE COACH: (scornfully) You can make money off anything, but you 
automatically make money in these kinds of companies if you’re successful. Of 
course, you can be greedy and try to make more, but greed has killed many a 
good idea. If the entrepreneur makes money then Lucina makes money, and both 
parties are happy.

THE ENHANCER: We’ve all seen venture capital become greedy and short-
sighted in many companies. We have much more of a long-term perspective, and 
in my opinion we’ll end up making much more money. Everyone these days is 
in such a hurry to do an IPO and capitalise quickly and harvest the investment. 
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They don’t care about anything besides chasing their money, completely ignoring 
the well-being of the company ―

THE CONSTRUCTOR: ― Everybody should work towards the same 
objective; a company that is healthy and independent and that has a growth of 
its own! 

THE ENHANCER: (Scornfully, finishing where he left off) ― hastily putting 
together a company, writing a nice prospect, making some kind of hype around 
it and throwing in a bunch of half-wit underwriters! ―

THE COACH: ― This doesn’t have to become a new Framfab, that’s not the 
idea. It’s supposed to be something that keeps moving forward. Just imagine if 
everyone was like us! Many venture capital firms don’t seem to grasp the meaning 
of the term – venture capital means that the money could be lost. It doesn’t mean 
a guaranteed profit of 150%! It’s the race track in a more refined form! 

THE TEACHER: These small companies that we’ve committed to have had 
their difficult periods. But it’s never been on our agenda to divest them! I’ve been 
in other contexts where one has had a very cold view; as soon as the future begins 
to darken one starts talking in terms of exit. Here we talk about the entrepreneur 
and how we can help him get his feet on solid ground. 

THE SYSTEM-DESIGNER: I don’t think that these companies feel threatened. 
We never threaten them, they feel pretty secure in their roles if you compare to 
some of the other venture capitalists. We don’t come after them with a blowlamp 
in the same way as many others. Then I believe that the relationship will be 
upheld and remain very good as long as we perform things. As long as we do 
things for them that they want or need. And it’s actually a very close relationship, 
especially with you (addressing the Clarifier) being physically out there at the 
companies. I think that’s extremely important. And that’s where we’re miles 
away from Ledstiernan and these other gangs. 

THE SCANNER: (summarising) Some of us here want maximum returns 
on investment and others are more focused on developing the region. But if we 
didn’t believe in the project, if we didn’t believe in entrepreneurs, we’d never 
venture! How great a risk do we actually take? The last two-three years, the 
biggest mistakes I’ve made coming from my own investment company is that 
everything I turned down was worth ten times more a year later! Since 1997, 
Lucina has been living in an incredibly favourable climate where everything has 
increased in value ―

THE COACH: ― Yes, right now the world around us is in euphoria! 

THE ENHANCER: (in an optimistic tone) The timing right now is wonderful 
with development happening so quickly... There’s a technological shift and it’s so 
much fun to be a part of that. 
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THE COACH: Going back eight months in time the stakes were high, 
because we didn’t have the same environment, the same inflow of money, the 
same optimism and so forth. This is long term, so in the course of our journey 
we’ll see recessions and booms; no bank loans, and as much money as you like! 
Everything will change. And Lucina is a company that has to live through the 
seasons to come. You all know the saying; “A true friend is discerned during an 
uncertain matter”. 

THE SCANNER: We need to be realistic. It’s always difficult to predict what 
will happen when we face a new crisis and we’re out of cash … 

THE COACH: Lucina’s role is to pick up companies and bring them forth. 
Our greatest risk is probably if we felt so good right now that we take these four 
that we have and turn them into world-wide giants! Then there would be no time 
for picking up new companies, which is the business idea here. Our purpose 
isn’t to establish a large company with loads of subsidiaries, it is to bring them 
forward and sell them. (Laughing) You can’t fall in love with ownership, that’s a 
bit abstract! 

THE CONSTRUCTOR: No, when things are up-and-running we can start 
thinking about our exit. Our role isn’t to be there for all eternity… I think that 
you (addressing the Promoter) had the idea pretty clear when we got the letter that 
described the basic idea; the connection to the Region, the sympathetic capital. 
And since then we’ve worked out the Lucina model, our way of doing business. 
Today we have a method for helping the companies reach the growth stage, and 
we’ve developed a model for board work and reporting. And we can refine that 
even further. It’s a very cost effective organisation that we’ve got, so far, and so 
it should remain…

The scene closes while voices fade into the background. 
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Scene Two: A visit with two enthusiasts
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE CLARIFIER (Lucina)

THE DEVELOPER (Lucina): Original investor; board member; chairman of 
Linux Solutions 

The Research Apprentice appears in front of the curtain.

THE RESEARCH APPRENTICE: (addressing the audience) I’m really excited 
about meeting these people in Lucina with their sympathetic capital concept! 
They really do seem to enjoy supporting new ventures with what they need in 
order to progress. I wonder what kind of ventures they feel are meaningful to 
support...? Well, I’m going to find out soon enough...

The scene opens at Lucina’s office premises in an old-fashioned building. The 
room is sparingly decorated, with a conference table occupying much of its 
space. Around the table, three people are gathered, engaged in conversation…   

THE RESEARCH APPRENTICE: You know, when I talked to the Constructor, 
he was ecstatic about the freeware concept. He said it was hard to understand at 
first how you would make money off it. 

THE CLARIFIER: Freeware? Yeah, we’ve had a problem with that. One 
could see it as getting very cheap tools somewhere and then somebody helps 
you enhance those tools. Perhaps they see a spanner – and if you’re real talented 
you see that not only can it be used for loosening bolts, but also you can tighten 
them if you do something else… But then you have to give the innovation back 
to this free association. And so you can sell the competence if you’ve fixed this 
application, but you have to return it. 

THE RESEARCH APPRENTICE: So what made you decide to invest in 
Linux Solutions?

THE DEVELOPER: (laughing) Oh, we had so much money burning in our 
pockets… No… 

THE CLARIFIER: You know, Linux Solutions was our first company. They 
had some kind of a security product based on Linux that caught our attention. 

THE DEVELOPER: The documents they provided for the first investment 
were rather thorough. Looking at it now it was admittedly quite good material 
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– this support thing – but I can’t say that we really knew what we were getting 
ourselves into (laughing, winking at the Clarifier). At the time, you know, Linux 
was far from what it is today!

THE CLARIFIER: (laughing) At that time, nobody knew anything about 
Linux – people saw it as a shady operative system used by a bunch of communists 
at the university! No, seriously… 

THE DEVELOPER: We estimated that Linux Solutions with its technical 
competence was something to build on. We believed that the Programmer  who 
was managing the company would be able to turn this into something.  Plus we 
thought we had the resources to put in at the board level. We felt we could take 
care of them.

THE CLARIFIER: Above all it was the Programmer who had a bunch of 
ideas, and we believed in him. Few venture capitalists place as much confidence 
in entrepreneurs as we do. Because we believe you can never replace the driving 
force that they have…

THE RESEARCH APPRENTICE: But how did the Programmer gain your 
trust? Was it because of his relationship with the Teacher at university?

THE DEVELOPER: ― No, no, no. There were a couple of events where the 
Programmer presented his case to the board. I remember especially one dinner 
he attended. You see, in our business, an informal setting is where you get to 
build trust. We wanted it to work and we gave him every opportunity to do his 
pitch. We saw a lot of risks, but no more cracks in the armour than what was to 
be expected when you go in at such an early stage – even if it’s not from start-up. 
They’d been active for five years, you know. 

THE CLARIFIER: (impatiently, glancing at his watch) I saw a team leader 
in him. You know, he’s constantly pointing out his own shortcomings to me. 
I will believe in people who know what they want, but who also realise their 
shortcomings and why they want help. 

A mobile phone rings and the Clarifier exits the room.

THE RESEARCH APPRENTICE: (addressing the Developer) So how come 
you were appointed Lucina’s representative and chairman on Linux’ board?

THE DEVELOPER: They were into computer stuff like me and I had some 
time to spare. 

THE RESEARCH APPRENTICE: So how closely have you been involved 
with Linux Solutions?

THE DEVELOPER: We’ve been investing about three days a month in 
that company. You know, when we came in, they were twelve people, and I 
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guess the Programmer was the only one who knew how to spell BUSINESS 
DEVELOPMENT. The rest were pretty… 

THE RESEARCH APPRENTICE: What about the other people at Lucina? 
Have they been involved too?

THE DEVELOPER: No, not continuously. They make occasional appearances. 
For instance, when Linux had a problem with an employee we needed to get rid 
of,  the Promoter helped solve that issue. It did cost us quite some money, but at 
least it got solved! (laughter)

THE RESEARCH APPRENTICE: So what has happened since you came 
in?

THE DEVELOPER: It’s been exciting! One of the board’s tasks has been to 
try to find the structure and the market strategy for the company. We’ve tackled 
some big strategic issues that has turned Linux Solutions into what it is today. It’s 
not really homogenous, though – different parts of Linux Solutions work with 
different kinds of customers, and with various things; services, products. One 
could say that Linux Solutions is still living off solid technical competence, rather 
than the ability to make good business solutions with the Linux platform. That’s 
our challenge. 

THE RESEARCH APPRENTICE: And moneywise?

THE DEVELOPER: We just made a follow-up investment in Linux of five 
million. Expansion and establishment in the capital is on the agenda this year, 
and for that you need money!

THE RESEARCH APPRENTICE: I guess they’re pretty happy with your 
involvement, then?

THE DEVELOPER: I would say that we have a very straight discussion. I 
don’t really remember if there was any other player in the pipeline, but I felt that 
they chose us because our concept gained their trust. So when this came to be I 
don’t think the financial discussion was particularly controversial. We had more 
discussions in the second investment round. It’s virtually impossible nowadays 
to find rime and reason in the valuation of IT companies! That’s also affecting 
these entrepreneurs. 

THE RESEARCH APPRENTICE: What about your eventual exit?

THE DEVELOPER: Lucina’s philosophy is to find – together with the 
entrepreneur – the most adequate long-term development. With what’s happening 
on the stock market the company is asking us for a time plan for IPO. But there’s 
no rush yet...

The Research Apprentice takes her leave, and starts walking towards the 
audience. 
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THE RESEARCH APPRENTICE: (addressing the audience) I wonder how 
an entrepreneur feels about having someone who tries to influence their strategic 
direction, will he be as enthusiastic about it as these Lucina guys? I’ll go and talk 
with the Programmer and hear for myself...

The scene closes. 
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Scene Three: A confident entrepreneur
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE PROGRAMMER (Linux Solutions): Founder and CEO

The scene opens in another conference room. The wall is decorated with a few 
marketing posters. At one end of the table is a computer. 

THE RESEARCH APPRENTICE: I’ve just paid a visit to Lucina. I talked with 
the Clarifier and the Developer, and they talked a lot about your company. Would 
you tell me about your own background and how Linux Solutions came to be?

THE PROGRAMMER: Sure. Around 1990, I and three other people were 
working as system administrators at different departments at the Institute of 
Technology. We were using freeware from the Internet for software development 
and system administration. After a while we noticed that there was room for 
a firm that would handle these things. We came across a company in Sweden 
that had started a couple of years earlier and was very successful. So we said to 
ourselves: “It’s time!” and we started our company. This was in 1992. We got a 
lot of help from the municipality, who provided premises at low rent. There was a 
course at the university, which was really helpful for discussing and solving our 
first problems. To make a long story short, after a couple of years, we were up-
and-running, but things were pretty slow. Our first product – an Internet server 
product – didn’t sell well. And we had just finished our second, a firewall. At the 
time, we were involved in a consultancy project with a local bank. We worked 
with a PR firm and got to know the Promoter. It was good teamwork. During 
that time he and the Clarifier started Lucina, and soon after they got in touch 
with us. They introduced themselves as a bunch of merry businessmen who had 
succeeded and had a lot of money that they wanted to put to use. Which sounded 
fine to us! It was decided that we would start after New Year – this was in the 
summer – but that’s when the discussions really got going. We actually started 
the following summer, in 1997. Which was all right, because then we had enough 
time to really think through what we wanted!

THE RESEARCH APPRENTICE: So what was it you had that caught their 
interest?

THE PROGRAMMER: They came in because they thought that the firewall 
was an interesting product. But the soul of our company has never been in 
product creation; we’ve been a service development company. I think they chose 
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to disregard the outrageous idea that one could make money off services for 
freeware…!    

THE RESEARCH APPRENTICE: (surprised) But wasn’t that your main idea 
back then, the one you presented?

THE PROGRAMMER: Sure, it was our main part, but the idea wasn’t 
well formulated. With time we’ve managed to formulate it better and they’ve 
understood more of what it’s all about. Now everybody is enthusiastic! You must 
have read about Linux? (No response) I imagine that the papers are painting it up 
as the threat to Microsoft. And that’s reality! It’s growing so fast that explosion 
is not too big a word! And we’re the leading company in Sweden; we have most 
of the services, the biggest experience, the longest history - in other words, 
everything! What I mean to say is that this is the next revolution, for very simple 
reasons. If you like I can illustrate it on the whiteboard…

The man jumps out of his seat and starts drawing a mind map on the 
whiteboard. (He goes on explaining for some time before pausing…)

THE RESEARCH APPRENTICE: So how come you were looking for venture 
capital in the first place?

THE PROGRAMMER: I think at the time we had a turnover of about six and 
a half million and we ten to twelve people. Our initial ambition was to create an 
enjoyable work place for ourselves. But as we learnt more, our ambitions rose. So 
we felt that we needed some help in order to progress. 

THE RESEARCH APPRENTICE: How did you finance it all from the 
beginning?

THE PROGRAMMER: We put in some money of our own – eighty thousand. 
And we brought our computers and technical equipment along. If you’re starting a 
computer firm that’s all you need! Knowledge, computer, and a room. A transport 
company in comparison has to buy a truck for two million before they can even 
start doing business. 

THE RESEARCH APPRENTICE: So what happened when Lucina came in?

THE PROGRAMMER: We hired a couple of new developers – there are 
new threats appearing all the time and you need to find new responses. Then we 
started with marketing and selling through distribution channels. 

THE RESEARCH APPRENTICE: Sounds like quite an adjustment!

THE PROGRAMMER: You could say that we left elementary school when 
Lucina entered. They had a completely different view on things. Previously, we 
sold directly to customer, but they thought it was important to have distributors. 
When you go from direct selling to distributor there is always a drop in the 
revenues, and realising how big the potential could be in the end can be a difficult 
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adjustment. Unfortunately, the product didn’t sell as well as we’d hoped for, so we 
ran out of money after a couple of years. But one of the Promoter’s obsessions is 
that it always takes more time than you think!   

THE RESEARCH APPRENTICE: Are you worried about what would happen 
in your relationship with Lucina if things go poorly for your company?

THE PROGRAMMER: Well, I don’t think it will be that bad, because things 
have gone bad once. Before, when we were out of money, the Clarifier personally 
stated that “there is no way that we will let Linux Solutions go down!”. So they 
will put in more money if it comes down to that. Because they know that the core 
idea is healthy, the product is healthy – everything is fine! It’s all about growing 
at the right pace or persevering if this shouldn’t progress as expected. 

THE RESEARCH APPRENTICE: Have you been discussing their exit yet?

THE PROGRAMMER: When you talk to the Clarifier, I’ll bet you he’ll put 
up a presentation with the heading ‘sympathetic capital’! (laughter) And with 
sympathetic capital he means that they have a long-term view. They’re really into 
helping the entrepreneur, not just putting in money, driving up the value of the 
company and doing an exit. They don’t talk about exit at all. I’ve been talking 
about an IPO. And they say; ”Great, let’s do an IPO, but in its own time!”… 
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Scene Four: An unexpected turn of events
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE 

THE PROGRAMMER (Linux Solutions): former CEO now CTO

The Research Apprentice appears in front of the curtain.

THE RESEARCH APPRENTICE: (addressing the audience) Well, it’s been a 
couple of years since I talked with the Lucina people. I wonder how they’re all 
doing? Linux Solutions was given an award last year for best Linux company in 
Sweden. I think it’s high time to pay them a new visit! 

The scene opens in a cramped office. Computer parts are lying around in the 
room. The guy behind the desk rises to greet the Research Apprentice as she 
walks into the room, then they both sit down and start talking… 

THE PROGRAMMER: (in an explanatory tone of voice) You know, the whole 
industry has been through a crisis. Lots of our people were working with Nokia. 
But Nokia had to shut down their whole business and so we had to close down 
almost all of our business as well. It’s pure luck that we haven’t disappeared 
altogether! We started out with fifty people; we have ten left. Now that our new 
CEO has arrived, we’ve been around to his old contact network trying to generate 
an interest. That’s how we got a small project going in after a long period of 
difficulties. We’ve recently launched our new product and now we’re working 
very hard to get it out on the market. 

THE RESEARCH APPRENTICE: (incredulously) You mean you’re no longer 
in the consultancy business?

THE PROGRAMMER: We’ve gone from being a consultancy firm with a 
small product, to sending off the product into a company of its own, cutting down 
on the consultancy activities and then developing a new product. So now we see 
ourselves as a pure product company.    

THE RESEARCH APPRENTICE: How did you survive the crisis?

THE PROGRAMMER: We had some commissions, old customers that we 
tried to take care of. We also had assets in our spin-off company, stock that we’ve 
been selling off gradually … Now we’ve sold the last of it so it’s not our subsidiary 
any more. That’s sad, but it’s been a question of survival.
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THE RESEARCH APPRENTICE: So how have you financed your new 
orientation?

THE PROGRAMMER: We made a business plan and presented it to our 
owners – Lucina among others. We said “Now we need some help to get this 
going. The potential is there and this improved product is ready for this particular 
market”. They bought our plan and they’ve been helping us during a transition 
period. It was a package solution. 

THE RESEARCH APPRENTICE: Any new investors?

THE PROGRAMMER: Yes – our product has generated some buzz in the 
industry. Lucina found the Exploiter for us. He believes that just as high as the 
IT companies were valued before the crisis – just as low are they valued now. So 
we’re part of his little portfolio and he’s our chairman now. He’s been very much 
involved in our company.  

THE RESEARCH APPRENTICE: And you’re no longer CEO of the 
company…? 

THE PROGRAMMER: Correct. I had said when we were expanding that it 
wasn’t right that I should remain in that role – because I don’t really have that 
kind of experience. There was no acute crisis, I just felt that I wasn’t the best 
person to be in charge of a continuous progression… Lucina brought forth a 
number of candidates. But none of them felt right for us. There were people who 
didn’t grasp what we were doing, and there were those who had ideas about how 
to drive this forward which simply wouldn’t fit here.   

THE RESEARCH APPRENTICE: Like what kind of ideas?

THE PROGRAMMER: Ideas about our orientation and which customers we 
should go for. Unlike most of them we have quite some experience. But then 
Lucina brought our present CEO along, and the two of us get along well. He 
grasped this quickly, and he liked us, so… (Pauses)

THE RESEARCH APPRENTICE: So what improvements will the customer 
benefit from with your product?

THE PROGRAMMER: There’s a strong trend where Linux is gaining 
acceptance as a viable enterprise technology. We can give you a system that will 
enable you to work in Linux whenever you want – but if you choose any one of 
our competitors you’re stuck… That’s a very strong argument. 

THE RESEARCH APPRENTICE: How do you see the future?

THE PROGRAMMER: In our business plan we say that we’re to leave a 
considerable footprint on the Swedish market. And once we can prove customer 
interest and profitability, we will expand. I don’t think Lucina, however,  is the 
best partner for step two. The Exploiter suits us better. 
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The Research Apprentice takes her leave and exits the room. The curtains 
are closed.

After a brief pause, the Research Apprentice appears in front of the curtain, 
press release in hand. 

THE RESEARCH APPRENTICE (addressing the audience): What’s this?? It 
says here that Lucina sells its shares in Linux Solutions? Why do that now, when 
Linux Solutions is back in business? I was talking with the Programmer only a 
couple of weeks ago! Sure, he said that the Exploiter is a better partner for the 
next step, but he didn’t say that Lucina were withdrawing? I need to find out what 
has happened!
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Scene Five: A tragic tale
The Cast (in order of appearance): 

THE IMPROVER (Linux Solutions): Former chairwoman 

THE RESEARCH APPRENTICE

The scene opens in a smaller conference room. Two women are sitting at the 
table, drinking coffee...

THE RESEARCH APPRENTICE: I met with the Programmer not long ago and 
he suggested that I talk to you about your involvement with Linux Solutions. I 
have to say I was surprised when I found out that Lucina have sold their shares 
in the company now that they have launched a new product. When did you invest 
in the company? 

THE IMPROVER: I was part of the shift when they increased from 20 to 50 
consultants. I had just put in sixty thousand of my own money, because I thought 
the whole Linux community thing is a good alternative to Gates’ world. There is 
tremendous power in such a concept. And Linux Solutions was very big at one 
stage. But then the whole market folded and we had to start dismantling… It 
turned out to be a hard trip. 

THE RESEARCH APPRENTICE: How did they manage to reorient the 
company? 

THE IMPROVER: The Programmer and company had – with customer 
financing – developed two thirds of the concept Thin Clients. But then to take it 
from white papers to actually building the structure and documentation in order 
to sell their product, and then establish the indirect channel with distributors, 
certification and so forth – the present CEO has that knowledge, he brought it 
with him to the nest. Had they not managed to develop their new product and 
had the present CEO not brought along his businessmanship … then I believe 
Lucina would have made their exit long ago. That would most probably have 
meant bankruptcy.

THE RESEARCH APPRENTICE: During those months that you were on the 
board, how did the relationship between Lucina and Linux Solutions unfold from 
your perspective?

THE IMPROVER: There was criticism towards the management of Linux 
Solutions for not delivering what they had promised. For several years, they had 
been far too optimistic in their faith in the market – compared with what they 
delivered. When this goes on for several years you easily get hard words. “Why 
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should we believe in this now when you’ve done it before?” There was a lot of 
mudslinging, and I felt that we entered a very non-constructive phase. As an 
attempt to summarise it, Lucina felt that Linux Solutions made grand promises 
they failed to keep. And Linux Solutions felt the same way about Lucina. We fell 
into a position where neither party trusted the other any more. And that’s pretty 
hard to manage. It becomes a war of positions. I was very upset during that period 
– to the point where I actually resigned and left the board.

There is a knock on the door, a man pops in with a question. The Improver 
excuses herself and rushes out. Left to herself, the Research Apprentice looks 
pensively out the window... 

THE RESEARCH APPRENTICE: What a sad story! How could a relationship 
that was supposed to be so sympathetic end on such a bitter note? Well, I’m 
meeting with the Lucina people again next week to find out their reasons for 
exit.

The scene closes.
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Scene Six: The Lucina people tell the story
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE TEACHER (Original investor; fourth chairman of Lucina)

THE DEVELOPER

THE PROMOTER

THE CLARIFIER

The scene opens at a coffee shop. A breakfast buffet is laid out on a large table, 
a handful of customers are scattered about the room. Over by a window, a small 
group of people are sitting around a table, sipping coffee… 

THE RESEARCH APPRENTICE: So what happened with Linux Solutions? Did 
somebody make you an offer you couldn’t resist? (loud sighs from several people 
at the table).

THE DEVELOPER (breaking the silence): Well, every case is unique, and 
Linux Solutions has had a very special journey. Us doing an exit there is more 
about divesting than doing it by the book… 

THE RESEARCH APPRENTICE: Have you given up on them?

THE PROMOTER: We really invested in Linux Solutions... I don’t really 
know what happened! We lost focus. After we sold their firewall product to the 
Firewall Company, there was a vacuum in management. The Programmer has 
told us later that he didn’t know how to handle the situation at the time, and 
he wasn’t getting any support from Lucina either. Instead of sitting down at a 
table and saying “Now that we’ve made this change, how do we organise what’s 
left?”, there was some kind of mudslinging going on. So the situation continued 
to deteriorate without the right analyses ever being made. 

THE CLARIFIER (in an explaining tone of voice): Linux Solutions was with 
us in the beginning when money wasn’t really an issue. The mistake we made 
was giving them too much money back in 2001! 

THE TEACHER: You know, when the present CEO came on board, he asked 
me if we would be putting in more money. I said we wouldn’t. By then we had 
invested ten and a half million and still didn’t see what product or service Linux 
Solutions would be dealing with. The only thing we knew was that they had 
failed as a consultancy firm. 
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 THE DEVELOPER: Yes, at that stage we lost patience, because things never 
grew any easier.  There was still the pressure of not knowing whether this company 
would be able to make it at all! Linux Solutions was becoming smaller and smaller 
instead of bigger and bigger. The classic plans were never implemented, even 
though we had injected quite a bit of capital in various rounds. 

THE PROMOTER (sighing): A whole year went down the drain. The 
continuous dismantlement of the company with “well you have to save 100,000” 
probably set off a vicious spiral. Money went to paying people who then chose to 
walk out the door. So many misunderstandings…!

THE CLARIFIER (wearily): We should have had some extra clause in case 
we started fighting. When that happens you might as well pull out so as not to 
wear each other out. 

THE RESEARCH APPRENTICE: But you remained on board even though 
you had lost patience? How come?

THE TEACHER: I was told by the present CEO that there was an old product 
idea that had been put on the shelf after the decision had been made not to deal 
with products any more. It was called Thin Clients. The Programmer and his 
boys were very keen on turning it into something. And that’s when I felt that the 
former entrepreneurial enthusiasm still existed. So I said yes, that’s probably your 
only chance of saving the company – finding something that you can get out there 
pretty quick that the market is ready for, and that people feel so strongly about 
that they could forego a few months’ wages. They were running out of money. 
At our strategy meeting in September, the general view was that we shouldn’t be 
throwing good money to bad entrepreneurs. 

THE RESEARCH APPRENTICE: So what kept you from an exit at that stage 
if the majority on the board was in favour of this?

THE TEACHER: I presented a mathematical model I had worked on. I 
showed that it could be a very good investment for Lucina to invest in the new 
Linux Solutions. So we put the past behind us, mentally writing off ten and a half 
million. Then we took a fresh look at the project. Knowing the experience of the 
Linux people, knowing their name in the industry, we said we would give them 
half a million for 30-35%, which is a high percentage for a small sum. 

THE RESEARCH APPRENTICE: So why sell now?

 THE DEVELOPER: (clearing his throat) The reason why Lucina has exited 
is, you could say, that the Exploiter is taking over. He has become more and 
more important to Linux Solutions. His agenda is different from ours. It’s like 
a playground, “this could be fun!”. After almost seven years, Lucina no longer 
shares that inspiration.

The conversation fades into the background as the scene closes.
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Scene Seven: A late board meeting
The Cast (in order of appearance): 

THE PROMOTER (Lucina): Initiator, board member

THE DEVELOPER (Lucina): Original investor, board member

THE SCRUTINISER (Lucina): Controller, new (interim) CEO

THE TEACHER (Lucina): Original investor, chairman

THE OBSERVER (Lucina): Vice chairman; representing investment family

THE ASSESSOR (Lucina): Later investor; board member

The scene opens at the office premises of the Lucina Company. Six people are 
gathered around the conference table, engaged in quiet conversation...

THE PROMOTER: (on a resigned note) These last two, three years have been 
pretty tough to get through. We’ve put in money in these companies both two 
and three times during this defensive period. And I think that we’ve all agreed on 
doing this; it’s what we need to focus on. 

THE DEVELOPER: (sighing) But during this difficult investment time – this 
ice age of venture capital – we’ve made no new investments! It’s been impossible 
to generate any money through exits!

THE PROMOTER: In my view, we’ve been too defensive on the market, too 
withdrawn, and too little Lucina-wise.   

THE DEVELOPER: Look, we’ve been affected by the market and the climate. 
True, we’ve been a bit afraid to do things, but we’ve also focused on supporting 
the companies that we have. 

THE SCRUTINISER: I believe what we need is more financial thinking! I 
mean, it would make sense to use some of the traditional tools of this trade. 

THE TEACHER: When we make decisions in Lucina it shouldn’t just be 
based on gut feeling. There should be an analysis behind it. 

THE PROMOTER (in a weary voice): There’s been a considerable shift in 
Lucina’s strategy, how we are and how we’re perceived! (sighing) Professional 
venture capitalists…!

THE ASSESSOR: I think what has changed is that people’s private economies 
have deteriorated. They’ve also grown older and less mobile. Few of us live in 
the Region, which means a limitation timewise as well. The interest for this kind 
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of thing is very much related to the value. When the value is low, interest drops. 
When it’s hot, it’s hot – when it’s not, it’s not. That’s just how it is. 

THE DEVELOPER: One mistake we made in the happy nineties was that we 
put in way too much money at one time. It was like – here you go, here’s a bag of 
money and then we’ll provide support – let’s take a ride! 

THE ASSESSOR: (on an ironic note) Perhaps the business flair of these 
generally speaking, capable, intelligent, technical people was overrated. 

THE DEVELOPER: Everyone was blinded by the IT hausse! With the Internet 
and globalisation one believed that it would take less time to establish oneself on 
other markets. And get fast growth that way. But it’s not that easy, it doesn’t go 
that quickly! I think we overestimated the opportunities for fast growth. 

THE ASSESSOR: Yes! The capital market was way too generous, and a lot of 
money was poorly allocated. Compared with many other venture capital firms, 
Lucina invested in very good projects – relatively speaking – but Lucina has been 
over sympathetic. 

THE TEACHER: But we’ve learnt something special about the companies 
that we venture on – that the people are extremely important. We knew that 
before as well, but we believed that if only we could identify individuals with 
drive and ability then we’d done a good job. However, we need to be attentive to 
the fact that these people can tire and leave before the company has gained speed 
and direction! I feel that our task is to evaluate whether the entrepreneur is worth 
venturing on. Whether he will be able to cope with the race or not. Personally, I 
don’t believe that one can tie up someone who’s tired. They’ll give up anyway.  

THE SCRUTINISER: That’s why it’s essential to let them know our 
expectations right from the start! 

THE ASSESSOR: Yes, and if you forget about the financial part then the 
business dies. We can establish in hindsight that most of the businesses started 
during the bubble are gone because there weren’t enough people who cared 
about the commercial aspect of the idea. That’s very unsympathetic! Running a 
commercial business but not doing it on commercial grounds is simply stupid!

THE SCRUTINISER: So now we wash off our old label ”Go to Lucina and 
get more aid money”. Gone are the days when you get three chances. 

THE ASSESSOR: There should be a shareholders agreement with each 
company from the onset, stating the purpose of the investment, and what will 
bring in the money. This way the entrepreneur knows our long-term purpose is to 
sell. Every investment made should lead to some return on the money, otherwise, 
it’s no investment, it’s charity, and that’s not what’s written in our documents! 

THE SCRUTINISER (in a doubtful tone): In those companies where we 
have discussed exit, we’re dependent on the entrepreneurs wanting to do a deal 
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and wanting to sell their company. If they don’t want to do that, then we can 
suggest that we do this, but we can’t go any further. I doubt you solve that with 
a contract…

THE TEACHER: (with feeling) We have a saying in Lucina about sympathetic 
capital! We’re talking about the very heart of Lucina here – not the brain, but the 
heart. My interpretation has always been that there is sympathy in going for very 
early firms, because there are so few others who do! There are other things as 
well – like giving the entrepreneur a lot of freedom, and not abusing our power.  

THE OBSERVER: (pensively) I think we should be emotionally close to the 
entrepreneur. Just like in a family, you need to be close to your family, but be able 
to say uncomfortable things when needed. Otherwise you’re no real friend. 

THE ASSESSOR: (impatiently) If the purpose is to create return on investment, 
and then – in a so-called sympathetic way – to help this company get where it is 
headed, then you need structure! If you have an agreement on the owner side then 
there is no discussion. That’s all you need to do!

THE TEACHER: But sympathetic capital means that we build value together! 
I think that we have some homework to do when it comes to this  issue because 
we on the board have different views!

THE OBSERVER: My interpretation of sympathetic is that we don’t start by 
talking exit with an entrepreneur. We’re interested in the people and the product, 
and we have no explicit exit strategy. We’ll never let a firm into someone’s jaws 
for it to be chopped up and slaughtered. I don’t equal sympathetic capital to 
vague; it’s more about taking responsibility for the people and the investments. 
Of course we don’t go around saying that we’re doing this as philanthropists. 
We’re supposed to make money. But on that journey we enjoy ourselves. 

THE PROMOTER: (in a tired voice) We started off with several parameters 
that we said should be equally important. We were supposed to enjoy ourselves 
when we met, have the sympathetic capital that we launched, and be an active 
player locally. Our ambition was to be an engine here, whether that benefited our 
bottom line in the short term or not. To do it differently than others in the same 
industry – that was one of the drives! I have a different picture in my heart of how 
I think Lucina should be, but I don’t see that we’re living up to that any more… 

The first act closes.
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CHAPTER 4
The Lucina Initiative

Introduction
Why was a company such as Lucina initiated? The answer to such a question 
cannot readily be summarised in one simple word or sentence. What brought 
a group of individuals to join forces, putting money of their own into a venture 
capital company, with limited prior experience of such an activity? 

In this chapter, I reflect on the Lucina initiative from birth to mid-2004, 
describing its early and later years and my impressions of the Lucina milieu as the 
initiative unfolded. In between these descriptive passages I analyse the founding 
vision for Lucina, triggered by past encounters with financial institutions, giving 
birth to a ‘sympathetic’ venture capital idea that left room for an entrepreneurial 
mind-set. Finally, I discuss the implications of such a fraternity vision for 
venture capital as people within the network struggle to make sense of failing 
expectations.

Lucina’s early years (1995 - 2000)
Let me briefly recapitulate Lucina’s early years. In late 1995, the Promoter and the 
Clarifier started the company, based on an idea of the Promoter’s and another of 
Lucina’s initial investors.1 Besides informal contacts, a letter was sent to people 
who they thought would take an interest in the idea and the social part of their 
gatherings. “We took a step back when we were getting this gang together... we 
selected those who we felt socially had the same kind of feeling for this.” (The 
Promoter). Some of these were previous acquaintances of the Promoter – such as 
the Coach and the Enhancer, co-entrepreneurs2 from other settings. Some – such 

1  This person was one of the few who did not take a place on the board and whom I did not 
have the opportunity to meet as he was living abroad. His involvement with Lucina after its 
initiation was limited to attending the annual gatherings of the founders’ network. 
2  The term ‘entrepreneur’ is employed in this story because it is a label that the Lucina 
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as the Constructor – were alumni from the same university programme. Others 
were people with a reputation for successful start-ups and business development 
– such as the System-Designer and the Teacher. What they all had in common 
was a sense of affinity with the Region: “… the common denominator is that 
one is at least educated in the Region, having attended the industrial economy 
programme here. … The first stumbling steps of enterprising have been taken 
in the Region.” (The Teacher). In 1997, a gathering was held for those who were 
interested in the initiative. Apart from one or two people, all of those attending 
the meeting decided to invest, and most of them joined the board. 

The initial capital base for Lucina’s operations was in the magnitude of 
eight million SEK. Already in mid 1996, even before the founders’ network had 
assembled, discussions were initiated with Linux Solutions, which was to be the 
first of Lucina’s affiliates. The Programmer and his associates had previously been 
involved in a consultancy project with people from the Promoter’s advertisement 
agency (see Act One; Scene Two). For two million SEK, Lucina obtained an 
ownership stake of 25%.

The following year, 1998, was an eventful one for Lucina. Three more 
investments were made, the first in the spring in a small company that had built 
an administrative system for health care, which the Teacher had come across in a 
different role as board member of a private medical practice: 

I went down to [their] street, they were sitting in a basement, and I met 
with these two technologists who had been assembling a programme. 
I liked it, I thought they were enthusiastic! They had a great technical 
platform! So I recommended that we buy this for our clinic. I also 
understood that it was important for these guys to get an order!

As with the first investment, initial contacts with the entrepreneurs of 
Administrative System had been established even before Lucina was created, 
when the Lucina founders were proactively scanning the terrain for prospect 
investments. Investing three million SEK, Lucina secured an ownership share 
of 30%.

In the summer of 1998, Lucina invested another two million SEK in a 
company specialising in optical inspection. This company had been in existence 
since 1994, financed early on by the Teacher, who served as chairman of the 
board, but who saw the opportunity to commercialise the developed technology 
within the Lucina sphere. As Lucina made the investment, chairmanship was 
taken over by the Promoter. 

The Teacher resigned from the board when the Promoter came in. He 
felt that he had done his part; he saw his role on the board as a private 

people often refer to. Here it is used synonymously with the terms ‘initiator’ and ‘business 
founder’. 
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person and friend of mine… …the Promoter suggested himself for the 
position, which was a great idea, since he had been involved in selling 
systems at [his previous company]. (Affiliated Entrepreneur). 

During the same summer, Lucina invested five million SEK in a small family 
firm that had come up with a solution for automatic reading to energy companies. 
This firm was established in 1984 as what its two entrepreneurs defined as an 
‘engineering agency’ generating a variety of technical solutions. With fourteen 
years to its credit, this company was not a typical Lucina investment, but its 
founders fit the profile of technologically-gifted entrepreneurs in need of the 
assistance of advisors with experience of marketing and strategic issues. 

They had really been deceived by … businessmen who were thinking 
more short-term in their quest for commissions. So they kept on working 
and were absorbed with product development. And then suddenly they 
were left with having perhaps given away exclusive rights to some 
agent with no part in the business concept... (The Clarifier). 

With Lucina’s entry on the scene, a board of advisors was constituted, where 
Lucina appointed a chairman from its own board. 

In January of the same year, enthusiastically welcoming the inflow of ideas, 
the Lucina people established a sister company which would take on projects in 
biomedicine. Having encountered several prospects in life sciences, the Lucina 
people were eager not to let such opportunities pass them by. However, most 
members of the founders’ network found themselves at loss when dealing with 
this kind of technology:

When we got [this sister company] going, we had a few projects on 
the medical technology side. But we didn’t know what to do with 
these projects because we couldn’t evaluate them. And then someone 
suggested that we let the Path-Finder take care of this. He was the one 
running those discussions, he was familiar with that market; he’s lived 
in the pharmaceutical industry all his life. (The Clarifier). 

The establishment of this company, seated in the Capital, was left in the charge of 
the Path-Finder, who had a background in the pharmaceutical industry. Also the 
Constructor and the Enhancer became informally involved in the project. 

Parallel to these events, Lucina’s owner sphere was broadened to include 
eight local businessmen. The new owners brought another ten million SEK in 
investment capital. One of those sought out by Lucina was the System-Designer, 
a multiple business founder: 

I had been running a company that was sold in 1997, and when I … 
[quit] in 1998 it was common knowledge in town that I didn’t have a 
job any more. Then the Clarifier called... (…) I think I expressed my 
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wish and interest from the beginning to sit on the board and to work 
with these firms.

Though not all of the second-wave investors were as keen on direct involvement 
with Lucina’s operations, it seemed that Lucina’s concept of recycling 
entrepreneurial resources in the Region was well under way.

In the following year, in 1999, Lucina made another investment in a young 
company engaged in digital communication.3 Meanwhile, business in Optical 
Inspection was not taking off according to plan, as the wood industry – where 
the company had most of its customers – entered a recession. Failing to sell its 
second installation, the company was experiencing acute financing problems. In 
order to stay afloat, Lucina provided a loan of 350,000 SEK, and convertible 
bonds were issued for another half million. 

Such setbacks did not discourage Lucina’s people from making a new 
investment in the spring of 2000. This time the prospect was a company founded 
just a year earlier by the System-Designer, providing information services for 
procurement. Expansion of Lucina’s activities both in terms of investors and 
affiliates highlighted the need for further resources within the Lucina company. 
Until then, operations had been run by the Clarifier as CEO, assisted when called 
for by the board members and their extended contacts. So in the spring of 2000, 
a controller was employed to assist the Clarifier with administrative and financial 
work. Lucina also continued to recruit new investors, undertaking a third round 
of financing during the year. 

Just before the summer of 2000, Lucina had about eighty shareholders. 
Somewhere between thirty and forty million SEK had been invested in 
companies, ten million remained in the cash reserves. Such was the situation 
when I completed my initial round of encounters with the initial board members 
in June 2000. 

Early impression of Lucina
I first met with the board members of Lucina over a period of six months, from 
December 1999 to June 2000.4 At the time, the company had been up-and-

3 Though this investment occurred just prior to my first round of encounters with the LucinaThough this investment occurred just prior to my first round of encounters with the Lucina 
board members (and thus would be fresh in people’s memories), this was the only of Lucina’s  
affiliates that was but very rarely brought up in conversation.
4 Conversations were held with all but one of the original board members of Lucina. This 
board member was involved with other venture capital activities and left Lucina’s board in 
2000. I also met with Lucina’s auditor, as well as the CEOs and founders of four of its affiliates. 
See appendix A for a list of the conversations relating to the Lucina story. 
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running for about three years. All but one of these people (the System-Designer) 
were initial investors, part of the so-called ‘founders’ network’. My very first 
meeting was with the Promoter and lasted for almost three hours. Going through 
a brochure presenting the company and its key people, he explained to me how it 
came to be that Lucina had such an extensive board of fourteen members: 

… all of these here in the picture they’re a bunch of roosters... they’re 
used to having their own dunghill to run around on.  ... we’d planned to 
appoint a board of five-six people. But there wasn’t anyone who didn’t 
want to be on the board... 

The image that came across here was that of a group of profiled individuals with 
a strong sense of commitment towards what they had initiated. 

My first impression of Lucina was coloured by the enthusiasm expressed 
by the Lucina founders. Not only did they appear eager to tell their story, but 
they were not afraid to voice their opinions or particularly reticent to disclosing 
information about their investment activities. Their strong confidence in their own 
ability combined with the willingness to share their experience with others both 
impressed and intrigued me. As I was striving to make sense of the rich material, 
an image that came to mind was the Gathering of the Cooking Experts. 

The Gathering of the Cooking Experts
What can we liken Lucina to? Imagine a medieval camp in a forest glade taken 
out of a Robin Hood movie. An assembly of cooks are eagerly gathered around 
several camp fires. Above each fire is a boiling pot, and the people around each 
pot are loudly debating which ingredients to put in the stew. One expert cook has 
brought a new spice from China; another has a bottle of special wine that is sure 
to add flavour to any dish. “How’s your soup simmering over there?” someone 
hollers from his outpost. “Come taste my recipe!” one cook shouts to another. 
A spoonful of stew leads to acknowledging pats on the back: “Well done, my 
friend! What an amazing taste, indeed!” The atmosphere exhales of the excited 
preparation of culinary delicacies, enough to make any mouth water. 

In the midst of this gathering, at each camp fire, are the junior cooks. They 
have thrown in the basic ingredients, and they are carefully watching and stirring 
the stew under the cheers of their senior mentors. “Why don’t you add a pinch 
of salt?” one of the experts suggests. “Make sure to stir it right at the bottom”, 
admonishes another. “Let’s fire up under here and keep a steady boil!” And 
firewood is added to keep the pots boiling. “Careful! Not too hot, you wouldn’t 
want it to burn!” another expert cooks says sternly. And in the clearing, new faces 
are arriving, new camp fires are lit, new pots are put on the fire, new ingredients 
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are thrown in. There seems always to be a new stew awaiting expert seasoning.            
It is a camp pulsating with life and activity.  

The Founding Vision for ‘Sympathetic Capital’
This initial impression of Lucina, painting an intriguing and unconventional 
fresco in the venture capital setting, triggered me to dig deeper into the story 
in order to analyse the founding vision and its implications. Combining the 
personal commitment of business angels with the formalisation of activities in a 
joint company, the Lucina Company provided a platform for enterprise-building, 
without the burden of operative responsibilities. Lucina’s founders were active 
investors involved as board representatives or informal mentors to the affiliated 
companies and their founders. Involvement with Lucina thus seemed like a typical 
step for many entrepreneurs-turning-financiers looking for new challenges 
in their careers without being tied down in any one business, where intrinsic 
rewards such as fun and meaningfulness enjoyed a prime, motivating role (see 
Politis & Landström 2002). As the Lucina people explained their own rationale, 
it involved the ‘recycling of money’ from past successes into new initiatives in 
the Region. 

Hence, the Lucina initiative reflected another step in an entrepreneurial career 
rather than the opposing positions of who holds and who receives the money. 
Lucina did not identify with the financial industry, but saw itself as an extension 
of the entrepreneur. In this sense, its prime beneficiaries included both the people 
having injected the capital and the people having founded the companies in 
which this capital was invested.5 The pursuit of profits coexisted alongside other 
values which had a bearing on how these activities were carried out; “… it was 
made clear from the outset that profitability wouldn’t necessarily be the first 
priority.” (The Teacher). Venture capital was thus intrinsically rewarding because 
it gave the opportunity to be involved in what was considered both enjoyable and 
meaningful as the ability and experience of the Lucina people were put to work 
in a sociable context. Financial success was seen as the recognition for a job well 
done.

Characteristic of a ‘visionary organisation’ (Collins & Porras 1997), Lucina 
was a venture capital company with a strong sense of purpose, which revolved 
around a concept referred to as ‘sympathetic capital’. This ‘bunch of roosters’ 

5 This contrasts with the dominant view in the venture capital literature, conveyed for 
instance in such books as ‘The Venture Cycle’  (Gompers & Lerner 1999) where the role 
of a prime beneficiary is attributed to the (institutional) investors. Accordingly, the identity 
of a venture capitalist would be well-positioned within a financial industry, as a ‘financial 
intermediary’ between investors and investments.
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prided themselves in being different, in initiating an alternative (challenging) 
approach with a slight tilt towards the unconventional. And this approach carried 
a personal appeal to its founders that was made evident by enthusiastic outbursts 
about the Lucina philosophy. As Lucina’s certified accountant (whose services 
were also employed by several of Lucina’s affiliated companies) pointed out: 
“...they talk about sympathetic capital… I haven’t seen anyone else use that 
expression. (...) ... they still are and have recently been entrepreneurs themselves… 
they’ve made these mistakes, they know what it’s like to be struggling with such 
issues…” 

Early on in the research process, having read up on potentially conflicting 
interests between venture capitalists and entrepreneurs, I half expected to 
uncover a vital crack in the armour as I met with the business founders in four of 
Lucina’s affiliated firms. The companies that I encountered operated in various 
industries and found themselves in rather different situations. Whilst one of the 
firms founded in the eighties was in need of some restructuring, another was 
struggling to get the sales going as its market had entered a recession, a third 
was laying up ambitious plans for growth, and a fourth was trying to establish 
itself on the international arena. The expectations of each of these entrepreneurs 
on Lucina’s future contribution to the relationship were not identical in material 
terms. However, their perceptions of what Lucina stood for and what it was 
trying to achieve, what role it was assuming towards them and what kind of 
relationship that was desired – aspects pertaining to what Lucina wanted to 
achieve, its founding vision – were (surprisingly) consistent with the stories told 
by the Lucina people.6 Though it was not always clear what ‘sympathetic’ would 
mean in practice – such as in the event of an exit (i.e. what is a sympathetic exit?) 
– the core idea of being a venture capitalist that was closer to the realities of an 
entrepreneur than to those of a financier was not lost on any of the people that I 
encountered.  

In a milieu of investment activities, the term ‘sympathetic’ stood out as an 
odd choice for an epithet that would describe one’s approach. So I found myself 
looking for what triggered the idea of sympathetic capital in the first place and 
what it was that the Lucina people were envisioning for their enterprise. 

6 This did not mean that there were no objections regarding procedural aspects of Lucina 
affiliation. I specifically asked the entrepreneurs to point out Lucina’s perceived shortcomings 
and limitations as a venture capitalist / co-owner. They brought up lack of clarity with respect 
to issues that would affect the future of the company (e.g. exit) as the main issue at that 
time. Another issue (that I come back to further on in this chapter) was market strategy. This 
issue was brought up in the affiliate which had been operating independently for fourteen 
years before Lucina’s investment. In Linux Solutions, market strategy (in terms of operating 
through distributors) had been a point of tension, but when I first encountered the CEO of the 
affiliate this strategy was proving its merit.  
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The Trigger: rebelling against rigid thinking
In order to understand the association of sympathetic and capital, I directed 
my attention towards the ‘creative tension’ that triggered the commitment of 
the Lucina people in the first place. The background for the Lucina initiative 
revealed an affective side to business where the way-of-thinking mirrored 
reactions to past experiences.7 As I considered the affective statements in the 
stories conveyed by the Lucina people, I found that Lucina’s reason for existence 
was intertwined with an aversion towards the way entrepreneurs were treated by 
financial institutions. 

There are many quotes in the material that illustrate the frustration felt vis-
a-vis the perceived inability and unwillingness of the financial establishment in 
relating to the realities of an entrepreneur (see Act One, Scene One in chapter 3). 
This ‘establishment’ included both banks and other venture capital companies.8 
The founders’ network took pride in their own first-hand experiences of 
enterprising, and how they were dealing with experiential, rather than theoretical 
knowing (see Halpern 2001). The typically-encountered problem for founders of 
new initiatives in finding ways to finance their operations with bank loans (e.g. 
Wasserman 1988) was not just something they knew of, it was self-lived and an 
integral part of their own experience. “The banks ... didn’t want to lend us any 
money. We couldn’t even afford to pay our wages for the following month.” (The 
Promoter). 

 Another element of concern and frustration was rigidity  – where the 
entrepreneur was moulded into a structure that allowed little room for manoeuvre: 
”I think they are too focused on the method itself! (...) … like a wet blanket over 
the company…” (The Promoter). The short-sightedness of many a financial 
institution, leading to much pressure being put on the entrepreneur to perform 

7 In my early analysis (in 2000) of the Lucina material I mapped out the various goals of the 
Lucina Company as expressed by the members of the founders’ network. I found that different 
goals were emphasised by different people, but that these goals expressed consistent rather 
than conflicting perspectives. With limited internal friction within the network, I did not dwell 
on those emotive aspects that were intertwined with the cognitive at the time. Challenged by 
Ethel Brundin’s dissertation (2002) where emotions were shown to play a significant role 
as driving or restraining forces in processes of strategic change, I revisited the emotional 
dynamics in the Lucina material. Again, I found it helpful to reflect in terms of ‘vision’ rather 
than ‘goals’, as a founding vision incorporates aspects of the human experience which do not 
necessarily seem rational from the purely cognitive point of view. Creative tension in terms 
of the difference between lived reality and reality as desired includes emotional dynamics 
directed towards the environment that we are - or have been - confronted with. 
8 My questions did not explicitly address how the Lucina people felt about other financial 
institutions. But talking about the visionary elements of Lucina prompted reactions towards 
the establishment that were clearly lurking in the background.
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according to short-term plans and milestones, was an element of concern and 
even anger: “We don’t pursue them [our affiliates] with a blowlamp in the same 
way as many others.” (The System-Designer). In 2000, the Internet boom was 
at its peak, affecting most actors who had some kind of connection with venture 
capital. Though not oblivious to their roles as accelerators, the Lucina people 
were mindful of the effects of what they saw as ‘greedy capital’, scornful of 
narrow outlooks which limited themselves to the numbers. “They don’t care about 
anything besides chasing their money, completely ignoring the well-being of the 
company, hastily putting together a company, writing a nice prospect, making 
some kind of hype around it and throwing in a bunch of half-wit underwriters…!” 
(The Enhancer). The belief in the superior ability of an entrepreneur (rather than 
e.g. a purely financial investor) of relating to and caring for a fledgling reflected 
also the pride of workmanship of the Lucina people.  

The Lucina sphere provided a multi-venture environment in which to apply 
entrepreneurial skills. Past experiences of enterprising were so closely associated 
with Lucina’s identity that the perception of who one was as a venture capitalist 
became a trip down memory lane, the opportunity of nostalgically reliving 
past experiences: “It’s kind of like a nostalgia trip.” (The Promoter). ‘Empathic 
emotion’ (see Duan 2000)9 was about seeing the world from an entrepreneur’s 
perspective, but also about relating to what these entrepreneurs were feeling or 
would be feeling as they struggled to realise their ambitions: “If he turns to the 
bank then he’ll have to mortgage his house and car and wife and everything, 
right? It’s a misery for him!” (The Coach). This drew on a projection of one’s 
own experience, allowing for an entrepreneurial mind-set, and recognising 
that building a company was a challenging task. In some instances, expressed 
concern mirrored what Stephen Darwall (1998) refers to as (pure) sympathy, 
namely desiring the good of someone else not just because that good is desirable 
in itself, but also because it is desirable for that person.10 It was reflected in such 
statements as “We’re to help them arrive faster and safer, being able to realise 
what they themselves want to do.” (The Promoter), or in the saying “A true friend 
is discerned during an uncertain matter.” (The Coach).11

9 Though not reflected in financial theories on venture capital, empathy as an ingredient 
in the venture capital decision-making process has been discussed in the context of venture 
capitalists in the Silicon Valley (Bullen & Sacks 2003). 
10 Sympathetic capital was discussed by the Lucina people with regard to those practices that 
affected affiliated entrepreneurs (both present and future). Reviewing the historical use of the 
term empathy, Susan Verducci (2000) argues that sympathy, unlike (aesthetic) empathy, is 
directed towards a human subject/receiver. This would then fit well with Lucina’s naming of 
their concept.
11 The affective statements of the various members of the Lucina network can be placed 
along a gliding empathy-sympathy scale, ranging from ‘emotional contagion’ (cf. ‘empathic 
emotion’ in Duan 2000) which involves catching a feeling from another (as when influenced 
by the ambiance in a particular setting) to ‘sympathy’, which implies desiring the good of 
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The background for Lucina’s founding vision involved shared aversion towards 
rigidity – towards the lack of understanding for an entrepreneurial mind-set and 
for the challenging task of new undertakings, towards the short-sightedness and 
even greed of other financiers. This originated in the experiential knowledge of 
the founders’ network, and their projection of past experiences on people who 
shared their ambitions but had yet to make the journey. It involved elements of 
empathy bordering on sympathy (as Darwall uses the term) towards people who 
they believed might never make the journey without their involvement, or at least 
not without incurring heavy financial and psychological costs. This, they believed, 
could be avoided, when senior and junior entrepreneur joined forces to combine 
technological concepts with the social and financial capital in a fraternity of one’s 
own. 

The Response: establishing a fraternity of our own
Why did the Lucina people choose the pathway of venture capital? The creative 
tension that triggered the founding vision helps understand the origins of such 
an initiative. But what was the vision for sympathetic capital? Transpiring in the 
attitude of doing things in a (sympathetic) way of one’s own, was the ambition to 
create a ‘Lucina sphere’ where people who shared an intuitive flair for venturing 
would find a haven to live out their aspirations and fraternise with others of 
similar mind-sets. 

When entrepreneurial ability matters
In its presentation material of 1999, Lucina’s mission is stated as follows:

[Our mission is ] ... to support the vision of the entrepreneur with capital 
that is both competent and ‘sympathetic’. Our ambition is to contribute 
to our region maintaining its position as the country’s leading spin-off 
region with respect to new high-tech firms.12 

Lucina’s stated ambition involved helping technology ventures emerge and 
prosper in the breeding ground between the technical university and renowned 
high-tech companies already established in the Region. The founders envisioned 
encapsulating such dynamism into a sphere which such initiatives were welcomed, 
whilst offering the opportunity to network with others who shared the same pride 
of workmanship. 

one person for that person’s sake, as would be expected in a friendship (Darwall 1998). 
The ‘sympathetic’ epithet of Lucina’s idea for venture capital can thus be heterogeneously 
interpreted depending on the emotional involvement of each founder, as well as on particular 
circumstances (as will be seen in the later part of the Lucina story).
12  Own translation.
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Preserve (entrepreneurial) inspiration
Lucina’s idea of sympathetic capital involved the recycling of experience and 
knowledge from senior to affiliated entrepreneurs. Here, the key to successful 
start-ups lay not in the technology per se but in the (entrepreneurial) people behind 
the concept.13  More than a realisation that unless the ‘jockey’ would perform 
well there was little gained by having the best horse, race, or odds in place (cf. 
Mac Millan et al. 1985), the Lucina people believed that an entrepreneur was 
someone who could make things happen despite the odds: “We actually invest in 
people, not technology. ...a good entrepreneur can take anything and make it into 
something good!” (The System-Designer). With a strong drive towards realising 
his ambitions, this driving force of an entrepreneur was placed on a pedestal: “...
we can never replace the driving force that they have.” (The Clarifier). Hence, 
the Lucina people saw their role in the ‘nursery and teaching institution’ as 
supporting (affiliated) entrepreneurs in various ways, mindful of preserving and 
nurturing their aspirations in the process, and confident that they themselves, 
as senior entrepreneurs, would find ways of climbing any obstacle that would 
present itself.14 “Nothing is impossible, that’s pretty much our attitude…!” (The 
Clarifier). The decision to invest in Linux Solutions was a specific example of 
such thinking, where the enthusiasm of the System-Designer and his associates 
outweighed the perceived market potential of a freeware concept which to the 
Lucina people made little business sense at the time. 

The concern with entrepreneurial drive implied that several aspects of 
sympathetic capital were designed so as to enhance and preserve the motivation 
of affiliated entrepreneurs. This could be traced back to experiential knowledge 
of practices that would weaken the entrepreneur’s position – and influence – vis-
a-vis other owners, where the entrepreneur would be offered little credit for the 
progress of a venture as other partners moved in. 

13 This is perhaps not surprising, as past studies have shown the human factor to be held 
of prime importance for the decision-making of venture capitalists (see MacMillan, Siegel 
& Subba Narasimha 1985). Investigating European venture capital, Dan Muzyka and his 
colleagues (Muzyka, Birley & Leleux 1996) argue that venture capitalist decision-making is 
based on a trade-off between various criteria. Based on how these are weighed, they identify 
three clusters of venture capitalists. The Lucina story illustrates how the perceived significance 
of the ‘people criterion’ is closely related to the founding vision for the initiative and the belief 
in the strength of an entrepreneurial mind-set (rather than the outcome of ‘rational’ decision-
making in terms of weighing different criteria against each other).  
14 Ideally, the Lucina people pictured their involvement as supportive rather than ‘operative’ 
– leaving the day-to-day management of the company’s operations with the individual 
entrepreneur and focusing on providing advice and assistance in matters of business 
development. In 2000, though the bulk of Lucina’s involvement was related to strategic matters, 
its founders were occasionally called upon to deal with troubleshooting. (The Promoter for 
instance allocated substantial time and effort in one of the companies to a recruitment that 
was not working out.) 
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Investors… play about with preference shares, you strongly dilute old 
owners, so as to make sure that you exploit the situation that arises to 
your own advantage. (…) They’re telling all the old owners that you’ve 
lost your money, it’s worthless, you have no assets, there’s nothing of 
value. And they say the same thing to the founders. (The Teacher). 

Perhaps as a projection of their own driving forces, the Lucina people recognised 
the importance of maintaining psychological ownership (see Pierce et al. 2001) 
and of avoiding the demotivating effect of diluted ownership among individuals 
who demonstrate a strong need for achievement, as typical of people who start 
new ventures (see McClelland 1961). “…the entrepreneur is the one who does it, 
he’s the one who should take the credit if it succeeds….” (The Coach). By stifling 
the inspiration required in any creative process, such ‘vulture’ practices were 
simply ineffective - as if one were biting one’s own tail. “We’re very humble 
vis-a-vis the people. ...because we believe in sensible companies!” (The System-
Designer). The intention was to build sensible companies which were commercially 
viable around entrepreneurs with the necessary drive, ability and commitment. 
Preserving the motivation of affiliated entrepreneurs involved making modest 
initial investments so as to take a significant, but not dominant ownership share 
(20-35%; none of Lucina’s investments exceeded that magnitude). It also meant 
finding alternative ways of providing additional financing when this was needed, 
such as loans or convertible stock solutions. “...we’ll be fighting to retain the 
value of what has been invested. ...the old owners should know that there is a 
force of resistance!” (The Teacher).15  

Lucina did not exclude the possibility of CEO replacement in its affiliates. In 
fact, because of the high-tech environment in which they were operating many 
of the entrepreneurs would be focused on developing the technology than on 
developing the business. Such entrepreneurs/inventors were seen as lacking 
the management or leadership skills required to build a growing, prosperous 
company. “They’re inventors, entrepreneurs. They’re dangerous as managers!” 
(The Coach). Passing on the baton to another with the right connection to move 
things into the next stage was a matter of reinforcing, rather than replacing 
management – of finding new resources with relevant experience that could bring 
the company one step further. As each firm developed, the Lucina people foresaw 
the need bring in new forces into the organisation, people with prior experience 
of leading companies through expansive stages. Ideally, finding a different leader 
for the company would occur in agreement with the entrepreneur, but in theory 
Lucina did not exclude the scenario of taking action if the entrepreneur failed to 
recognise his or her limitations. (By mid 2000, however, this had yet to happen, 
as the original CEOs remained at their posts.)

15 The dangers of founder dilution are brought to attention for instance in an article by 
Christopher Alistair in the Venture Capital Journal on November 1st, 2001, entitled ‘Founders 
face dilution in follow-on financings’.  
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Take others under our wings
In many ways, the Lucina story brings out the necessity of a constructive 
relationship with the affiliate as a crucial operating premise for the venture 
capitalist (cf. Perry 1988; Fredriksen 1997; Sapienza 1989). With the ambition of 
active involvement in the affiliates came the necessity of a working relationship 
providing access to those impulses that would enable Lucina’s people to contribute 
to the development. “If they don’t trust us, we can’t access the information.” (The 
Clarifier). Mentor, coach, advisor – the label for the individual appointed to the 
board of the affiliate varied, reflecting the interpersonal and informal role of 
becoming engaged in the realities of the affiliated entrepreneur. “…it’s more like 
some kind of coach – have you thought about this, what should we do about this? 
(...) ...having someone to talk to ... it can help with a simple phone call….” (The 
Coach). 

Lucina invested time and effort in affiliates even before the actual investment 
was made (cf. Willquist 2003), not primarily in view of ‘due diligence’ (i.e. the 
assessment of a company prior to investment in order to ascertain its value) but 
of establishing a stimulating and trusting working relationship. A prospect for 
investment was seen as the opportunity to build a company, and as such it was not 
expected to hold much financial value prior to investment. “It brings with it the 
advantage of creating a relationship with the entrepreneur, so that he feels more 
comfortable with knowing who will enter the company.” (Certified accountant). 
In this process emerged a personalised form of trust (see Kramer 1999) with 
confidence in the skills, ability and trustworthiness of the people involved in the 
undertaking. This was reciprocal: according to one of the affiliated entrepreneurs, 
their affiliation with Lucina was based on an assessment of the joint competence 
of the founders’ network. The individual track-records of Lucina’s senior 
entrepreneurs-turned-venture capitalists instilled confidence in their potential 
contribution. “...we trusted them as businessmen.” (The Programmer). 

To be taken under someone’s wings at a vulnerable stage of one’s development 
generated a sense of security, fuelled by the strong confidence of the Lucina 
people in their joint ability to find ways to progress: “...they [i.e. the affiliated 
entrepreneurs] know they have Lucina behind them and that they can fail with a 
venture without Lucina giving up on them right away.” (The Teacher). Adhering 
to the Lucina sphere offered the prospect of a haven from the rigidity and the ‘wet 
blankets’ out there. Having lived through both failure and success, showing that 
it was possible to survive the uncertainties of building a company of one’s own, 
many of Lucina’s founders felt that those lessons that they had learnt the hard 
way would safeguard against mistakes which could prove particularly costly in 
the long run. ”It’s by avoiding these mistakes that I believe the companies in the 
Lucina sphere will pull through from idea to growth stage.” (The Constructor). 
With a venture capitalist at hand eager to offer advice when this was needed, 
the affiliated entrepreneurs were given a sense of security and stability, but this 
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also brought about the risk of becoming dependent on the assistance of a party 
with valuable experience and connections. The dangers associated with such 
dependency were not, however, discussed at the time. 

Just as the relationship between Lucina and its affiliates brought about a 
sense of security from the affiliate’s perspective (with high expectations as to 
Lucina’s continuous assistance), it also had implications for the venture capitalist. 
There was a belief that to the activity of venture development was intrinsically 
rewarding to entrepreneur and venture capitalist alike. Lucina’s attitude towards 
its investments reflected a strong emotional attachment to the ventures in which 
they invested; “You know, when you embrace someone like that – like a young 
child – you don’t want to lose that child or see things go bad. ” (The Developer). 
The incorporation of affiliates into the Lucina sphere encouraged a strong sense 
of psychological ownership also on behalf of the venture capitalists, as particular 
individuals became involved with particular fledglings, taking on the multiple roles 
- strategic, interpersonal, even operative - that this entailed. Lucina emphasised 
openness and availability as important values, downplaying common formal 
governance mechanisms such as covenants, milestone planning and other control 
systems, thereby exposing itself to the risk of opportunistic behaviour. However, 
the investment in relationships was believed to pay off in other terms. Taking 
other entrepreneurs under one’s wings and progressively earning their trust as the 
relationship unfolded was believed to generate loyalty and commitment towards 
the Lucina sphere. “When you have a young entrepreneur on your arm who is 
experiencing problems during a certain period, then you get an incredibly loyal 
co-worker once he’s doing well.” (The Teacher). The relationship thus involved 
high expectations as to the sense of obligation of affiliated entrepreneurs towards 
the founders’ network.

When we are living out our dream...
The Lucina people prided themselves with gathering those with unconventional 
ways-of-thinking: ”The Developer ... he’s a wizard from the Region… (…) ...the 
Enhancer [is] ... perhaps the craziest one of us all, he’s ... called the boxer…” (The 
Promoter). Board meetings offered the opportunity to socialise with like-minded 
people who had similar dreams and ambitions and who believed that progress 
was simply a matter of putting one’s mind to it: “And the meetings we have are 
completely insane... there are no limits whatsoever to the discussions. Everyone 
is used to most things being simple – that we can take care of it.” (The Promoter). 
Lucina as a ‘teaching institution’ held high appeal to its members: ”... the concept 
sounded good and exciting and I could contribute with something tangible.” 
(The Inventor). It was an entrepreneurial fraternity in the making, based on a 
shared sense of what was seen as both enjoyable and worthy of recognition. “It’s 
a kind of values-based fellowship.” (The Constructor). This reflected a spiritual 
dimension of entrepreneuring (see Sinetar 1995), where doing what one loved 
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together with people who had ‘the same kind of social feeling for this’  was 
the preferred lifestyle. By plugging into a greater landscape of opportunities, 
an entrepreneur would be able to reach a market without obstruction, without 
established competitors even realising what was happening until it was too late: 
“You can get your business started and reach out to customers all over the 
world… without those established in your industry even knowing about it.” (The 
Promoter). The Lucina vision thus involved fulfilling the dream of progressing in 
a sphere of opportunities free from those typical constraints associated with the 
world ‘out there’. 

Keep a grip on the controller
Lucina made financial investments in the magnitude of 1-3 million SEK. Such 
resources were a welcomed addition in the early life of a company. However, the 
vision was not to hand out bags of money only to sit back and await their return 
with interest, it was to see these seedlings develop and grow through the combined 
efforts of people within the sphere. Lucina’s activities offered much stimulation 
in terms of grasping hold of promising ideas and propelling them forward, with 
the possibility of moving on to new ventures once that goal was reached. This 
impetus was believed to spring from the joint effort of brilliant people, who 
devoted themselves to finding ways of making a technology or a product reach 
the market. “I feel the strength of Lucina’s concept is that there are so many 
different competencies ... – what can we add to this company, and where can we 
help? And who in the Lucina circle should be on the board, and be active…?” 
(The Scanner). Indeed, the founders’ network found stimulation in the challenge 
of carving out a viable strategic course for each venture as it progressed: “...the 
big problem is to find the right direction; if we want to establish a new product on 
a new market, then who should one work with?” (The Promoter). 

In my conversations with the Promoter, he defined Lucina’s core competence 
as the ability to commercialise other people’s ideas.16 This was reflected in 
Lucina’s criteria for investment, which emphasised experiential knowledge of 
and the ability to relate to a particular idea that was mature enough to be launched 
on a market. 

... the company should be engaged in a business that we members of the 
board of Lucina understand. One or two in our gang should be able to 
say “yes, I know this industry, this niche, we’ve been here ourselves, or 
we’re here now.”. (...) We know more about commercialising an idea, 
fixing the distribution, marketing, financing, packaging, management… 

16 Focusing of the commercialisation of technology did not imply that all of the Lucina people 
were typical ‘marketing’ people. Many of them could perhaps fall into such a category. Two of 
Lucina’s initial board members were professors with technical expertise, which was seen as a 
necessary ingredient for evaluating new prospects.
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We’ve said that once the product is there, the service is there – just 
about defined – that’s when we’ll enter, not earlier. (The Promoter). 

What was referred to as the ‘Lucina model’ involved appointing one of Lucina’s 
board members to chair the board of an affiliate, and to take on a mentoring 
role. “We have a person who together with myself knows the market where the 
company is, who has good understanding of the stage of the company, and who 
also understands the entrepreneur in some way, understands how he is thinking.” 
(The Clarifier). The confidence placed in affiliated entrepreneurs had to do with 
expected motivation and loyalty, rather than their ability to make sound strategic 
decisions. “So often many ideas die because the inventor or entrepreneur is 
so focused on his own product that he forgets how to handle marketing and 
commercialisation… ” (The Constructor). Indeed, there was a concern with 
the perceived shortcomings of affiliated entrepreneurs, in terms of their lack of 
knowledge of how to reach the market, how to sell the products, how to handle 
commercialisation. “...there is technical and product competence, but there is a 
lack of commercial competence.” (The Path-Finder). Together with the observed 
tendency of high-tech entrepreneurs to over focus on product and technology at 
the expense of reaching a market, membership in the Lucina fraternity opened up 
for new opportunities based on the joint experience of the founders’ network. The 
Lucina people envisioned their role as that of plugging into adequate channels 
that would join technical expertise with outlets on the market. 

The Lucina people thought of themselves as a sparring partner, pushing the 
ambitions of affiliated entrepreneurs to higher levels: “I believe that we give 
the entrepreneur some self-confidence. ...we have to push forward, playing 
up scenarios of growth...” (The System-Designer). At times, as with Linux 
Solutions, the rush towards IPO would be perceived as too eager. So instilling 
the ‘right’ pace of development was seen as one of Lucina’s main tasks:  “...we 
try to maintain the speed that we think is right for them.” (The System-Designer). 
The intention behind the idea of sympathetic capital thus involved the ‘hands-on’ 
approach of maintaining a firm grip on the controller. 

Lucina’s firm belief in how to generate business was a source of friction with 
some of its affiliates, in particular regarding accelerating tempo and risk-taking. 
Here optimistic outlook met more realistic (pessimistic?) perspectives: 

If you bleed and keep going then the company is diluted. If you believe 
in the same end result… either we accelerate as %¤#& - which costs us 
a lot of money along the way – or we take it easy and position ourselves 
so that we are in the right place on the market. Those are two different 
philosophies. (Affiliated entrepreneur). 

In the Lucina sphere of venture capital, providing active support meant 
challenging affiliated entrepreneurs to articulate, even raise their ambitions: “It 
might add some courage to their thoughts…” (The Clarifier). The thrill lay in 
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relentlessly pushing forward, with little tolerance of the perceived standstill that 
came with biding one’s time. Maintaining the ‘right’ strategic pace and direction 
in its affiliates (which was personally fulfilling to the Lucina people) implied that 
there were strong expectations as to the perseverance of affiliated entrepreneurs 
even in difficult times. “You should get advice and some help but still you’re 
the one doing it in good times and in bad.” (The Coach). In this sense, Lucina’s 
founding vision was directed towards those who believed strongly in the merits 
of their idea, strong enough to remain with its implementation even if this meant 
letting other people take over the controller, and who were looking for the ‘psychic 
income’ that came from fraternising with people who enjoyed such activities and 
who could help make it happen. 

Be in the flow
Most of Lucina’s founders had been involved in businesses of their own, where 
they had been able to try out their own intuitive approaches. Business was about 
rational calculation and planning, it was about applying flair, aptitude, and 
instinctive feeling. Enterprising was seen as a craft, dependent on the specific 
people involved and their tacit knowledge. “Everyone has their own way of 
moving forward, you see. So it’s rather a fight over which of all these brilliant 
ideas we should choose.” (The Promoter). Thus, in order to provide the kind of 
support envisaged, the Lucina people would not rely on reports and prognoses, 
but on their ability to listen in on what was actually going on in these companies. 
The Lucina model was built on being in the flow, with a CEO as the ‘spider in the 
web’ spending much of his time visiting the companies, and board representation 
designed so as to enable and encourage the flow of impulses.17 

 Strategic foresight was a result of intuitively making decisions based on the 
impulses of the field. “... if you live with your company and really are a part of 
everything … listening in on all that happens… then it’s a &%# failure if I when 
I have to make decisions need to sit down and start doing calculations…” (The 
Promoter). Lucina’s founders downplayed the role of strategic planning, seeing 
this as ineffective in an unpredictable environment: “... a budget... it’s like sending 
out your wish list for Christmas and believing that you will get everything on 
it…!” (The Coach). Instead, strategies were expected to emerge as the companies 
faced new situations. Several of Lucina’s more profiled individuals, including the 
CEO, expressed what almost seemed like a negligent view towards traditional 
analysis: ”I probably just see a business deal at that point, and then we believe 
that the business will prosper. If ... ten times the money is a maximisation of our 
profits, or if fifty times our money is a maximisation of our profits – I wouldn’t 

17 This way-of-thinking mirrors the findings of Noel Lindsay (2004) regarding the 
entrepreneurial orientation of business angels. He argues that such private investors need 
to be structure organically because they operate in the early stages of venture development 
characterised by dynamism and uncertainty.
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know... it’s never a decisive factor for us.” (The Clarifier). On the other hand, 
some of Lucina’s individuals had been invited to join precisely because of the 
need for their technical expertise in assessing the potential of the technological 
component of a prospect. This suggested that evaluation had to do with knowing 
who could be called upon to grip the controller, rather than with a business plan 
outlining specific milestones towards a financial target. 

Lucina’s investment philosophy of active involvement was time consuming. 
Indeed, the only limitation that was acknowledged at the time was related to the 
time available for new investments. Concerns with bringing in new people into 
the affiliates was brought to attention, as a means of overcoming time limitations 
and expanding the landscape even further: “… we’re discussing taking in other 
people … professional board people, who have the expertise of having built 
companies. Who in some way replace or supplement us on the boards so as 
to increase our possibility to take on other start-ups.” (The System-Designer). 
This reflected the adamant desire of the founders’ network to remain with the 
commercialisation of an idea rather than subsequent growth and expansion once 
a product had reached the market. In order not to divert their efforts from business 
development, the founders’ network also saw the need for people who could assist 
the affiliates with the necessary financial calculations.18 

The interest generated in sympathetic capital among other investors (such as 
a local insurance company) who did not share the inclination of the founders’ 
network to actively partake in activities business development, contributed to 
a stronger preoccupation with formal requirements in 2000-2001. A change in 
the board structure was signalled, as the Lucina people were experiencing the 
drawbacks of trying to reach consensus decisions with a large group of profiled 
individuals. “I think we’ll find other forms for how to bring in new companies 
and how decisions are made etc. So it’ll be more of a working committee or 
something of the kind that will be dealing with those questions.” (The System-
Designer). Another issue under discussion was the lack of formalised agreements 
within the network (e.g. regarding adequate compensations for involvement with 
affiliates) that would tie people closer to the fraternity: “...there have been efforts 
to structure it a bit more because we wouldn’t want people to quit when they 
tire.” (The Teacher). The strong people-dependence of sympathetic capital thus 
raised concerns that the fraternity might cease to grow in the face of an ever-
increasing inflow of exciting opportunities.19 

18 In 2000, a controller (the Scrutiniser) was recruited in order to relieve Lucina’s CEO of 
tasks of financial analysis and reporting. 
19 Growth expectations in the Lucina sphere were fuelled also by the market situation in 
1999-2000 when share prices were skyrocketing and the Lucina people’s main concern was 
‘not to be blinded by that race’. 
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Summarising: A fraternity vision for venture capital
The aversion of the founders’ network towards the failure of financial institutions 
to relate and adapt to the realities of the entrepreneur triggered a vision of an 
alternative sphere, one in which an entrepreneurial mind-set was valued and given 
the space to flourish. The Lucina initiative was the implementation of a fraternity 
vision for venture capital recognising the driving force of entrepreneurial people 
and enabling members to act out their preferred lifestyles. Fraternity (venture) 
capital involved the establishment of a vibrant association of people seeking to 
grasp opportunities as they presented themselves - a micro environment that 
would stimulate and support new initiatives, rather than stifle them with rigid 
conditions. 

Lucina’s later years (2000 - 2004)
Let me briefly recapitulate the main events that preceded my second encounter 
with the Lucina people.20 In 2000, Lucina made a new investment, in a small firm 
providing systems for document management. Lucina also sold its holdings in its 
sister company, in order to streamline its business. Later that same year, a new 
investor provided additional funds of 25 million SEK. This was an investment 
family with interests in the Region, with no prior connections to the Lucina  
sphere. 

I was fascinated by what he was doing and what he stood for, because he 
was quite different when it came to how he handled his entrepreneurs, 
managers… In some situations he was a counterpart to this streamlined 
gang that I’ve always found a bit difficult to accept… (…) We brought 
one A4 page with a resume of our companies. He got our latest annual 
report. We talked on two occasions – not one lawyer, not one auditor 
was on the case – and after that, he said: “Fine, we’ll put in twenty-five 
million.” (The Promoter). 

With this follow-on offering, Lucina stepped up in terms of capital (65-70 million 
SEK), and a new member (the Observer) joined the board. 

Parallel to these events, changes were made in Lucina’s organisation. 
Reinforcing Lucina’s financial expertise, a former stockbroker (the Assessor) was 
recruited to the company, taking over some of the shares of certain investors who 

20 These encounters took place over a period of fifteen months from June 2003 to September 
2004. Based on the initial fieldwork, I had presented my early reflections on the Lucina story 
at a board meeting in late August 2000. Apart from two phone conversations and regular 
visits to the Lucina web site, I had had no direct contact with the Lucina people since that 
meeting, focusing in the meantime on how to broaden my study.
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were by then looking to reduce their share holdings in Lucina: “I saw Lucina 
as a fun combination of ... investment ... and working with it so that I could 
influence how my money was directed – as part of my total savings… in the asset 
category ‘alternative investments’.” Chairmanship of Lucina’s board was passed 
on to the Constructor, who was based in the Capital, and intended to strengthen 
the network of ties with potential investors for the affiliated companies as they 
were progressing into a new phase: “...our plans at the time were that Lucina 
should be a bit more public. And draw on more contacts in the Capital.” (The 
Promoter). With the Constructor as chairman, the board was downsized from 
fourteen members to five, then six.

Also in 2000, things were happening in the affiliates. In Linux Solutions, the 
firewall product was lifted into a joint venture with a Japanese investor. By the 
end of 2000, however, the tide had turned. The recession that hit the economy 
after the Internet boom did not go unnoticed in Lucina’s affiliates, and much of the 
involvement of the Lucina people was directed towards fire-fighting, as problems 
called for resolute action. Optical Inspection, a company that had survived the 
difficulties in the first years of Lucina’s investment through additional financing, 
was still struggling. The Assessor, recruited to work with the financial aspects 
of Lucina’s operations, volunteered to take over the operative management of the 
company, in an attempt to get the firm on the right track: 

...the Assessor quickly concluded that Optical Inspection was a 
company that needed help. He said that he could be of much more 
use there than in Lucina. (...) I think he stayed on for six months as 
CEO and got a working routine going in the company, and things were 
looking brighter on the business side. (The Teacher). 

Taking charge of Optical Inspection, the Assessor focused on establishing new 
customer relationships with sawmills in the vicinity. He also slimmed down 
the organisation, as one of the original entrepreneurs and former CEO of the 
company was asked to leave. 

I contacted some people who could be potential customers and 
discussed the technology, and they confirmed how good it was. I 
put a knowledgeable person on the board… Unless one gets a test 
installation in the vicinity one could never sell anything. And ... we 
managed to do that. But since the money was already gone we had to 
move the entrepreneurs out on the street… as well as the salesman… 
(The Assessor) 

Meanwhile, also Digital Communication had been struggling for some time. 
In an attempt to salvage the firm, Lucina replaced the management team, but 
after six months, things were not looking any brighter. By early 2002, Digital 
Communication had filed for bankruptcy. 
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Such turbulence questioned whether relationship-building in view of growth 
and expansion was the right priority for the Lucina board. Further, maintaining a 
strong regional presence proved a challenge when those taking leading roles were 
not based in the Region. 

In hindsight… one would probably have needed in 2001 and 2002 
further focus on what one had achieved on the home front. Strengthening 
our relations with the local networks and being even more tending, 
rather than extrovert. ...after two years, when the Constructor said 
that he didn’t want to remain as chairman, it was because he realised 
that he had to put in so much time in the Region and preferably being 
physically present. Which was difficult for him since he was stationed 
in the Capital. (The Promoter). 

So, in the spring of 2002, Lucina found itself looking for a new chairman. This 
time, finding a replacement for the Constructor was not an easy task, with few 
of the members of the founders’ network residing in the Region and no volunteer 
for the post. It was suggested that the Observer representing Lucina’s largest 
owner should take on the responsibility. At the shareholder’s meeting in May, 
he agreed to be vice chairman, and the Teacher became the new chairman, with 
expectations that the Observer would take over once he had warmed up to the 
role. 

Not long after the new chairman was in place, Lucina was reached by 
unpleasant news, namely that Optical Inspection was filing for bankruptcy. This 
time, the event caught the Lucina people by surprise. 

This is a strange bankruptcy, you should know… When [the 
entrepreneur] filed for bankruptcy, they had two big deliveries in the 
pipeline – that money alone would have provided the company with a 
horizon for survival of at least six months… But the entrepreneurs had 
tired – the very core of the company had dried out from the inside… 
(The Teacher). 

Lucina had hardly swallowed this blow before Linux Solutions signalled that it 
was not coping with the recession. Lucina was not keen on investing more money 
in order to keep the company afloat, but not everyone was prepared to let go: 

At the strategy meeting … we, the board, went out on an island. (…) I 
had a proposition for how I wanted the entrepreneur to buy back [our 
stake]. (…) But ...that summer they had developed a product ... So when 
I arrived at our board meeting in August and said that … we want you 
to keep going on your own, they retaliated with a new product. Then 
there were strong forces within Lucina; “What? They have a product? 
Let’s take it up as a new investment meeting and evaluate it anew. (The 
Clarifier). 
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After evaluating the new product idea, Lucina eventually decided to support 
Linux Solutions with half a million SEK, financed through the purchase of Linux’ 
shares in the Firewall Company. Parallel to support from new investors, and the 
arrival of a new chairman on the board, Linux’ operations were reoriented towards 
the new product. This time, conditions were made explicit and the product was 
given half a year to sell. 

At the shareholders’ meeting in May 2002, it was agreed that the board would 
continue in its current constellation. Just before my second round of conversations 
with the Lucina people, the Clarifier left his post as CEO of the company. The 
Scrutiniser took on the role as interim CEO. From June 2003 to September 2004, 
things were less eventful, as activities were geared towards value-protection: “... 
we can’t jump into three or four companies any more just like that. We have 
to handle what we’ve got and the money we have right now should be used for 
protecting what we’ve got.” (The Teacher). In mid November 2003, Lucina sold 
its holdings in Linux Solutions to its chairman. With no money left for new 
investments, interest for Lucina’s activities among its investors was slipping. In 
late 2003, a shareholders’ meeting was held to determine Lucina’s future: 

...there were pretty strong forces advocating that we should shut down 
Lucina and either distribute the holdings or simply do a plan for 
divestment. And then do a new start with new money and continue in 
that way. But that didn’t happen at that stage. (The Developer). 

The stock market baisse took its toll also on the personal finances of Lucina’s 
investors, and some owners willingly or reluctantly sold their shares in the 
business. Recapitulating Lucina’s situation after the shareholders’ meeting, 
Lucina’s founders were struggling with the unexpected turn of events, trying to 
remain cautiously optimistic as to the future of its affiliates and the money that 
had been invested: 

If we look crudely at the present situation… the money … bag has 
decreased, even if Lucina today still has cash reserves of ten million…
Of ... the [eight] companies that we had ... [two] are completely gone. 
Six commitments are left. The Firewall Company … is still there as a 
passive placement, a good business deal on paper… two companies... 
haven’t taken a step up and found their form yet… Linux Solutions was 
sold… Then we have (...) [Administrative System which] showed profits 
last year, their turnover is fifty-five million... It’s a great company!... 
[Procurement Services] has become a great success… dominating 
the market in its industry. It’s had positive cash flows for two years... 
It’s a candidate for exit. And [Automatic Reading] ... we’ve struggled 
with that company for a long time… restructuring, new owners… It’s 
one of the actors in this industry which everybody thinks is so #&&% 
exciting! (…) If you look at Lucina’s journey and what the Clarifier & 
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Co accomplished in the last two-three years, it’s actually great results! 
(The Promoter). 

If the existence of Lucina seemed secured for the time being, uncertainty 
prevailed as to the future direction of the company: “…we don’t really have a 
shareholder strategy in Lucina today – to the extent that this should be going in 
any direction.” (The Developer). In the autumn of 2004, as I completed my visit 
with the Lucina people, this question remained: where do we go from here? 

Later impression: Revisiting the Cooking Camp
In June 2003, I went back to the forest glade to visit the same assembly of 
enthusiastic people that I had met three years earlier. At first, I wasn’t quite sure 
I had come to the right place – where was the camp that had been pulsating with 
life and activity? In its stead was a clearing that looked almost desolate. A few 
cooking pots were lying around, abandoned. Burnt charcoal was scattered here 
and there. Where were all those people who had been hollering to each other so 
excitedly? 

Taking a closer look, I saw that the camp was not abandoned. There was 
still the odd pot on the fire, though boiling less intensively. A handful of people 
– faces old and new – were walking about, stirring the pots, looking for firewood. 
But the step was heavier than before; the atmosphere more sober. 

It was a gloomy sight.  

A fraternity vision in the face of discouragement
The description above is a metaphorical view of how I experienced the Lucina 
milieu when revisiting in mid 2003. In the fifteen months that followed, I met 
with the Lucina people to discuss how they perceived the present situation and 
how they envisioned the future. Many of those aspects they had been proud 
of when I first visited were now a source of anger, frustration, even disdain. 
Reactions differed in terms of who and what was blamed for the present situation, 
but converged in the realisation that Lucina was not living up to expectations. 

Commitment when expectations are failing
I set out to follow up what had happened in one of Lucina’s early affiliates that I had 
visited in 2000.21 By now familiar with the entrepreneurs’ perception of Lucina in 

21 Originally, I had planned to meet with Administrative Systems, which was based in 
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favourable conditions, I remembered how the Programmer had expressed strong 
confidence in the long-term outlook of their venture capital investor: “I don’t 
think it would be that bad... they would put in more money.” However, when both 
capital provider and receivers found themselves struggling, frustrated with taking 
steps backwards rather than forward, the relationship proved vulnerable. Instead 
of two associated parties, they were facing each other from their respectively 
entrenched positions. With feelings of unjust treatment from both sides, resilient 
trust was eroded22 and a supportive stance was no longer possible, lest desirable 
(cf. Sapienza & Korsgaard 1996). And so the story of Lucina’s involvement with 
Linux Solutions was no longer perceived as sympathetic, by neither of the parties 
(see scenes four to six of Act One).

The scenario that an enterprise would fail, though in theory acknowledged, 
was not really a part of people’s realities (”...it is by avoiding these mistakes...”). 
My conversations with the Lucina founders reflected how they were trying to 
absorb what had happened and what had gone wrong.23 Were they beyond saving? 
Who was to blame? How patient and generous could Lucina be expected to be 
under the circumstances? Had the affiliated entrepreneurs failed in their roles? 
The Lucina people differed in their attributions of failure (cf. Zacharakis, Dale 
Meyer & DeCastro 1999), reflecting also the different roles that they taken on in 
the journey, where some, such as the Clarifier (former CEO of Lucina) had been 
more closely involved with particular ventures than others. The defection of one 
affiliated entrepreneur, leading to a bankruptcy that Lucina thought could have 
been avoided, brought about feelings of anger towards the perceived disloyalty of 
those taken under their wings. 

Such sense-making amongst the Lucina people brought to light a strong belief 
in their own ability to influence the outcome of a venture. In hindsight, it was clear 
that the members of the founders’ network had been overconfident in their joint 
powers of achievement (cf. Zacharakis & Shepherd 2001) and by extension, in 
the ability of affiliated entrepreneurs. Referring to the notion of sympathetic, the 
Assessor ironically observed that “Perhaps the business sense of these generally 
speaking, capable, intelligent, technical people was overrated.” When their own 
commitment was called upon for fighting those fires which were igniting in the 
Lucina sphere, none of these former entrepreneurs volunteered their services, 

the Capital and from what I could tell, doing rather well despite the recessionary market. 
However, when I was told about the reorientation of Linux Solutions I saw the opportunity to 
take a closer look at Lucina’s role in an affiliate that was fighting for its existence. 
22 The trust that had been established between Lucina and its affiliates was resilient rather 
than fragile because it involved a belief in the future goodwill of the other party, thus going 
extending beyond the occasional economic transaction (Ring 1996). However, though it 
proved resilient to the occasional setback it was not resilient to a perceived standstill. 
23 These conversations that brought out people’s disappointment with what Lucina had 
become were a challenge from an ethical point of view. 
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leading later investors to pragmatic conclusions such as: ”When it’s hot, it’s hot – 
when it’s not, it’s not. That’s just how it is.” (The Assessor). The strong optimism 
and overconfidence of the founders’ network was problematic in the sense that it 
took a while for reality to ‘sink in’ in terms of a scenario that was far from what 
had been envisioned. 

…I was writing my letters to the shareholders like I did every second 
month. Then I was rebuked, “%””#%, you have to keep up the spirit of 
our shareholders!” (...) I wanted to get the message through that this 
is how it is … and this is what you should be expecting. I think it took 
...two and a half years before they realised how the situation really 
was. (The Clarifier).

Clinging on to their vision of the Lucina sphere, there was no resolute action 
among the founders’ network. With a ‘vacuum in management’, later investors 
moved in to deal with the crises in some of the affiliates: ”I was really annoyed 
because I felt they were bad at managing companies.” (Private investor). In the 
absence of clear leadership, a strategy for navigating through the turbulent waters 
at the time was yet to be found. Indeed, the lack of strategic foresight in dealing 
with less attractive scenarios opened up for procedural ambiguity in terms of 
people not knowing how to deal with the issues that emerged. Instead, members 
of the founders’ network found themselves burdened with obligations whilst 
expected benefits were slowly moving out of sight:

In 2001 and 2002 – towards the end of that period – I felt that it was 
very tedious. Because as the problems increased – problems in our 
companies, the change in the market climate kept being postponed – I 
felt that our position in the Region was being eroded. (The Promoter). 

Discouraged with the difficulty in bringing the founding vision into reality, the 
‘values-based network’ was disintegrating and the vision found itself dying (cf. 
Senge 1990/2006). In times of growth and expansion, the personal involvement 
of the founders was fuelled by enthusiasm, excitement and inspiration. When the 
thrill was gone, how could one force that same gauge of entrepreneurial drive 
and commitment? Trying to rescue (and protect) what was left was never part of 
the founding vision for venture capital. So when Lucina no longer was reflecting 
this fraternity vision, it held little other interest to those involved than as an 
instrument for capital placement. 

‘Competent capital’ and how to fill a void
Were structural and planning issues initially underestimated in Lucina, only to 
surface when they could no longer be avoided? Finding the ‘right’ structure for 
a company as Lucina – whilst avoiding the shortcomings of the existent system 
– was a challenge, considering that few of these people had previous experience 
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of venture capital activities. In their respective worlds, strategy-making could 
follow from their own personal leadership styles. Letting strategy emerge in 
the process could, however, only be effective in so far as the founders’ network 
remained closely involved with the business. 

In hindsight, the restructuring of the board was a critical event in Lucina’s 
history, reducing its members by more than fifty percent. Discussions with 
entrepreneurs who ‘each had their own ideas about how to progress’ were a 
source of stimulation for the founders’ network, but for those in charge of the 
implementation, navigating in such friction created confusion and uncertainty. 
Increased formalisation of the company was thus seen as necessary by Lucina’s 
management. 

In the beginning, the board was the gang of founders. ...it was a 
bit cumbersome. Then some of these people couldn’t have the same 
commitment because of other things. So we reduced the board and this 
was a breaking point for Lucina – from being the total founder’s gang 
with that commitment to being a bit more traditional. There were fewer 
resources for the management of Lucina to involve ... in various issues. 
(The Developer). 

The restructuring of the board appears as a necessary measure for finding structure 
with a growing group of investors. But it was also significant in the sense that it 
implied a first step away from a fraternity vision by reducing considerably the 
sociable element of the founders’ network - which was one of the main reasons 
for partaking in the Lucina adventure. The members of the founders’ network 
had been loosely tied to the Lucina sphere, exercising their role on the board 
arena and being mentors to the affiliated entrepreneurs. When Lucina’s board 
was slimmed down to what was perceived as less of a gentlemen’s club and more 
of a ‘traditional’ board, many of the founders found themselves alienated from 
the discussions. As emphasis was placed on management (amounting to Lucina’s 
CEO and a controller) to be the main communication link between senior and 
affiliated entrepreneurs, the founders lost their grip on the controller. “…what 
we lost by that change was thirteen positive… enthusiasts, fools, analysts ... who 
nevertheless disappeared!” (The Promoter). 

Aware of the gap between the founding vision and the reality at hand, Lucina’s 
founders became disheartened, even cynical, and tensions were rising within the 
Lucina sphere (cf. Senge 1990/2006). The board members now included only three 
of the original founders. The Clarifier left his post as CEO of the company. In the 
face of failed expectations, new forces advocated a different way-of-thinking, 
one which emphasised the use of contractual covenants, financial planning and 
other risk-minimising strategies associated with the ‘conventional wisdom’ of the 
venture capital industry (cf. Parhankangas, Landström & Smith 2005). “..we need 
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... more financial thinking!  ...it would make sense to use some of the traditional 
tools of this trade.” (The Scrutiniser). 

Against this background, in 2003, the new CEO of Lucina declared: 
“Sympathetic is something we don’t use any more. Instead, it’s competent 
capital.” (The Scrutiniser). Disheartened with the perceived incompetence of 
affiliated entrepreneurs, there was little sympathy left for the receiver of venture 
capital. The decision to exit from the investment in Linux Solutions (selling off 
one’s shares at a subpremium price to another investor) illustrates the perceived 
violation of a ‘psychological contract’ from the venture capitalist’s viewpoint, in 
response to the perceived shirking of the entrepreneurial team (see Parhankangas 
& Landström 2004). Among many of the board members, there was ample criticism 
as to the degree of procedural freedom granted to the affiliated entrepreneurs. “...
we put in way too much money at a time. It was like ... let’s take a ride!” (The 
Developer). Increased ‘competence’ implied formalising expectations a priori in 
a shareholders agreement, as advocated strongly by the Assessor. “There should 
be a shareholders agreement with each company from the onset, stating the 
purpose of the investment, and what will make money.” 

The procedural discussions in 2003-4 contrast with the path-seeking process 
in 2000-1, when lively debates on how best to proceed departed from a shared 
view of the crucial role of entrepreneurs and entrepreneurial ability. Instead, the 
notion of ‘competent capital’ stood in stark contrast with the very background 
for the Lucina initiative, contradicting several elements of its founding vision. 
Procedural conformity in terms of aligning with work forms and practices that 
were commonly adopted by other actors, involved moving away from the purpose 
as originally intended. Such a shift did not go uncontested by those who were still 
clinging on to the vision of an alternative sphere for entrepreneurial aspirations 
to thrive and prosper. “I have a different picture in my heart of how I think that 
Lucina should be. And I don’t think that we’ve lived up to that.” (The Promoter).

Competent capital did not offer a new vision for Lucina, but it offered the 
means of filling a void, of finding a way to secure Lucina’s continued existence 
as a vehicle for value protection. “Here we’re moving towards the very heart 
of Lucina – not the brain, but the heart. What should we mean by sympathetic 
capital? Should it mean anything?” (The Teacher). In the last scene of Act One, 
board members discuss the meaning of sympathetic capital. This time, what is at 
issue is what a remnant concept should symbolise in the light of Lucina’s future 
activities, as if it were losing its heart. And so the Lucina story was named the 
Star that shone so brightly. 
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Fraternity (venture) capital from the receiving end
Fraternity (venture) capital captures Lucina’s vision of the idea, emphasising an 
understanding of exposure involved in being the master of one’s own situation 
and the room for manoeuvre that is needed in order to carry out such activities. 
Fraternity (venture) capital is about creating a microcosmos of our own, an 
alternative sphere where we can set our own rules, where we are not at the mercy 
of vultures and those who cannot relate to our (entrepreneurial) mind-set.

As the founder of an affiliate, you will benefit from the personal involvement 
of enthusiasts who will share their ideas on how to develop and expand a business. 
You will be valued for your determination in striving to set up something on your 
own. You will find a venture capitalist that is devoted to joining up people and 
ideas within a landscape of opportunities, where those at the controller will have 
their say in how to progress. You will find a sounding board where you as the 
apprentice also have a voice, a say in the future of the company, though it may take 
time to get the message through. You will be expected to join forces with others, 
to be open-minded, flexible and sharing; every new counsellor, partner, supplier, 
customer bringing new opportunities within reach. And you will be expected to 
remain somehow affiliated with your ‘home’ sphere, even if it were only as an 
alumnus returning for the occasional reunion. Your involvement will go hand in 
hand with rising expectations and ambitions as to what can be generated with 
joined forces. Your reward in terms of ‘psychic income’ will be the thrill and 
satisfaction that comes from seeing your venture turn into a vibrant environment 
for ideas and opportunities, nurturing high expectations, dreams and ambitions. 

A fraternity (venture) capitalist is a perfect partner if you are enthusiastic 
about your idea and keep pushing forward. However, if you find yourself at a 
complete standstill, your venture will lose its original appeal. Failure to meet 
expectations may bring strong feelings of injustice, and the relationship may end 
on a bitter note.  
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CHAPTER 5
The Acacia Act 

Introducing the Second Act
This is the story of the Research Apprenctice’s encounter with the Acacia people, 
as she strives to understand their particular form of venture capital. 

It is about the deliberations of a strategist with time and fortune at his disposal.

It is about the implementation of venture capital strategies as we descend from 
the apex and gradually move closer to the realities of the affiliated company.

It is about the real-life meaning of what is prospected and set in motion.

So, without further ado, let us enter into the world of Acacia, a venture capital 
company that has recently been established in the Capital by a retired entrepreneur 
and his recruited associates. As the Act opens, the Research Apprentice is given 
an audience at the mansion...

The second act opens.

CHAPTER 5. The Acacia Act
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ACT II

The unexpected taste of excellence 

ACT II The unexpected taste of excellence
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Scene One: Audience at the Mansion
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE OPTIMISER (Acacia): Founder

The scene opens on the grand terrace of a mansion. Two people are sitting at a 
table in the bright spring sunshine, talking together whilst admiring the beautiful 
lake scenery spread out before them.

THE RESEARCH APPRENTICE: So what brought you into the venture capital 
business?

THE OPTIMISER: I’d sold off large parts of my companies. I had the 
opportunity to choose whether I wanted to work or not, and it seemed fun just 
to focus on board meetings – on that level. But it didn’t turn out to be any fun. 
So after eight months I grew tired of it. Plus I thought that one should be able 
to perform far better as a VC1 if one had industrial experience. I’d seen how 
one of the largest VCs in Europe operated. They were co-owners in two of our 
product companies and there they were handicapped since they had no industrial 
knowledge, they didn’t know what the market looked like, the competitors, how 
to relate to a strategic deal – quite naturally they lacked the ability to make a 
decision about that. On the other hand, I thought that, as a model for financing, 
having access to capital in the same way as a VC and being able to make clear-cut 
decisions based on what’s best for the company was very attractive. But combined 
with more conventional industry-building – something I’d been involved with 
previously in telecom, on the mobile side.

THE RESEARCH APPRENTICE: And you’d started your own company? 

THE OPTIMISER: I’m a very typical entrepreneur; I don’t like people who 
tell me what to do, I want to make my own decisions. I have a record of actually 
succeeding in these pretty tricky areas. 

THE RESEARCH APPRENTICE: I gather that your former exit was pretty 
successful, then?

THE OPTIMISER: We sold our companies with pretty good timing – not 
ideal timing, but pretty good. So in total eventually I think we got 15 billion. I 

1 The abbreviation ‘VC’ is employed for venture capital, venture capitalist as well as 
venture capital firm – though the latter is often abbreviated as ‘VCF’. In the quotes I refer 
to the abbreviations that were employed by the interlocutors. The Optimiser uses ‘VC’ as an 
abbreviation for a venture capital firm.
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myself put in 75000 once upon a time. We had a pretty good rate of return – about 
a hundred times the money...! 

THE RESEARCH APPRENTICE: What were your ambitions when you 
founded Acacia? 

THE OPTIMISER: I wanted to achieve something new, in the sense that there 
would be a more industrial view, and more industrial behaviour, in a business 
model that was equal to that of a VC. I was inspired – I can tell you that as well 
– by a company which has been out three to four years longer than us, and is 
clearly successful in biotech. I’ve met their CEO a couple of times, and he asked 
me “Why the #&”#¤% don’t you do the same as us in your area?” And then I 
translated that into this picture here (flipping through presentation material on a 
computer screen, then pointing to a diagram on the screen). We’re very narrow in 
the industrial sense. But in the financial sense we’re broad. Most of the others are 
focused on a certain stage, and then they run for anything under the sun when it 
comes to technology. But we believe that you stand a much better chance of really 
making a contribution by being specialised in some way. The financial players 
here (pointing to a circle in the diagram) they often say “But wireless, isn’t that 
narrow?” “No, no, no, it’s way too broad!” we answer. You  need to be even more 
selective in order for this model to work! You need to be able to select the very 
best companies and not simply those is in the right stage!  

THE RESEARCH APPRENTICE: What made your investors take an interest 
in an industrial way of running VC operations?

THE OPTIMISER: We relate that to credibility. Eh, if everyone is running 
VC operations in the same way then it doesn’t matter where you put in the money. 
You need new approaches in order to perform above average. For these investors, 
it’s a question of finding the best managers, and they had enough faith in us to 
put in quite a lot of money! If you compare with private equity, one point three 
billion is very little, but in the VC area it’s  pretty good, and for a first-time fund 
it’s very good!

THE RESEARCH APPRENTICE: What distinguishes your company from 
others? Is there more to it than the industrial thinking that you’ve brought up?

THE OPTIMISER: Most VCs depart from their deal flow, meaning that 
people approach them and present their ideas, and then they evaluate that. We 
too have a deal flow; we look at a few prospects a year within our area. But we’ve 
only made one investment based on deal flow. For the remaining fourteen of 
our investments, we carefully considered which areas we believed in and looked 
at what kind of companies were to be found in these domains. We found a few 
companies, and tried to evaluate which of them had the best prerequisites to 
succeed. And then we worked on promoting ourselves as owners. So it’s very 
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much the opposite of how others do it – there the poor entrepreneur should come 
crawling, asking to sell his idea. 

THE RESEARCH APPRENTICE: So what determines whether you believe 
in an area?

THE OPTIMISER: Right timing is important, but also right geography. It has 
to be an area where we in some way have the natural prerequisites for being a 
leader. You could say that we operate on home turf. The industry in this country 
is pretty good at adopting new technology. And areas we invest in should be 
growth areas. You can talk about growth, but it might be coming in ten years 
time, and the more proven the concept, the better. Well, it’s a fine line: the right 
timing is not just about being as late as possible, it’s just as well about not being 
premature. We were the first worldwide to invest in w-LAN  as a technology not 
just to connect things but also for establishing these hotspots – you know about 
those, don’t you? (Affirmative nod) So we’re the first out there, and we have five 
investments – more than any other investor. And that’s because we carefully 
considered what we thought of the market and the technology. So we’ve had our 
own vision. There’s another slide I want to show you (rummaging through his 
presentation on the screen looking for the right slide)…

THE RESEARCH APPRENTICE: (reading the heading) Aha, success 
factors?

THE OPTIMISER: Mm… Take, for instance, the industrial application of 
wireless technology. We identified that as an interesting and a bit forgotten area 
during this hype period. Scanning companies in this area we found Remote 
Control, a company that had been dealing with wireless and industrial applications 
since the fifties. It was an old family firm up in the Northern Region and they’d 
made loads of interesting solutions, and they had products out there. Obviously 
we thought it was much more interesting to invest in them than to jump into a 
new company. Here we had 100 people, 120 million in turnover and loads of 
customers. So we bought the entire company, and that’s part of our model, that 
we like to have control and influence, and not having to talk drivel with other 
owners about how the business should be built and structured and so forth. 

THE RESEARCH APPRENTICE: So you tend to have clear ideas on how to 
build the business?

THE OPTIMISER: If you become dominant in a niche area then you make 
money. And then you become valuable and so forth. Focusing on the money itself 
doesn’t lead to good business. There is little guidance in telling a CEO “hey, 
you’re supposed to do twelve million!” You need to break it down into something 
that is intelligible both for him and for others… It’s better to start from “how do 
we build the best business?” One of our recipes is precisely to build what we call 
gorillas, for lack of a better term…
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THE RESEARCH APPRENTICE: The Gorilla Game2…?

THE OPTIMISER: (laughing) Yes, of course. If you’ve read your Geoffrey 
Moore you know what this means. It’s better to be number one in Europe than 
number four in the world. From a value perspective the Number One is valued 
infinitely much more. So we try to get all of our companies to think about 
narrowing down! (excitedly) It’s so easy to have the wrong thinking in this 
industry, to think of this as a stock portfolio! We too made that mistake in the 
beginning! (Putting up a new slide on the screen). Here you see how we had 
grouped our companies based on their value compared with what we had paid for 
them. Some were doing lousily (pointing at the screen), but most of them were 
here (pointing at the other end of the screen). Then a couple of them plummeted. 
But this doesn’t matter as much as one would think! You see, high IRR3 is not the 
same as more winners than losers. Instead, it’s all about finding the big winners! 
That determines everything! You can never lose more money than what you’ve 
put in, that’s the floor for losses. When we go through our portfolio based on this 
thinking, we have a handful of potentially great winners. And if one of these 
should turn out really well, then we’ll have crossed the line for what’s decent 
– that’s to return the money. If we get two, then we’ll get a decent IRR, and if we 
succeed with three, then we’ve made huge success! It’s a matter of focusing one’s 
resources and money – it’s absolutely not worth the money to do a lot to help 
those that are doing poorly at the expense of dedicating too little time to potential 
big winners! 

THE RESEARCH APPRENTICE: During a presentation, I heard you talk 
about the importance of knowledge and commitment. What’s the reasoning 
behind that?

THE OPTIMISER: It comes from my background. In the companies that I 
was dealing with the thesis was quite rightly that in order to build successful 
software you need to be &%¤# bright! You need solid knowledge in order to 
build security software. And this we called brainware. But you need something 
more in order to build a successful business – personal commitment and drive 
– and this we called heartware. As a manager you need to encourage both, and 
recruit based on both of these criteria. You always succeed if you find the right 
people who have both of these traits. When I was lying in the bath thinking about 
what would actually determine success in this kind of business, I came back to 
these two traits. 

THE RESEARCH APPRENTICE: In your mind, what’s Acacia’s most 
important mission?

2  Moore et al. (1999). 
3 Internal Rate of Return.
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THE OPTIMISER: (pensive silence) I’m trying to find a well-fitting 
wording… It’s to be what we could call a coach, not to individual people, but 
to the company, in order to build success. And here I include both the ability to 
determine the direction in which you should be running, and to be an excellent 
sounding board for managers, technicians, and marketing people to be on the 
right track. (Pausing). Yes, that’s it.

THE RESEARCH APPRENTICE: What about the entrepreneur?

THE OPTIMISER: The entrepreneur’s significance is huge in the typical 
high-tech firm where there’s an invention of some kind, such as a new chip 
technology… Our companies are not really of that character. They’re more 
execution – it’s a good idea but it’s not completely unique, there are others who 
are doing something similar. But it’s the execution that determines whether you’re 
a winner or not. It’s a relay. And you need managers who can accept this. That’s 
not so easy if the company was founded by entrepreneurs. Succession is a very 
tricky issue… We’re very fond of what we call doers instead, people who have 
done it before in a medium-sized company, who have that kind of experience. (On 
a hurried note) OK! Now we need to wrap this up!

The Research Apprentice takes her leave and exits. 
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Scene Two: Promoting excellence
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE SCOUT (Acacia): Partner and CEO

THE IMPLEMENTOR (Acacia): Partner 

The scene opens at Acacia’s office premises in the Capital, with a view of 
the harbour. Three people are sitting around a conference table, engaged in 
conversation.

THE RESEARCH APPRENTICE: (addressing the two people across the table) 
So what brought you to Acacia?

THE SCOUT: At my former firm, I was part of a small group who redesigned 
the whole company – on the condition that we could leave once this was done. We 
had about nine weeks to come up with what the whole company should look like! 
We removed half of the company, it was very dramatic! I had  already met the 
Optimiser a few times before, but I didn’t really know him. He came to see me, 
and he told me that he had a few ideas he wanted to run by me. I didn’t think more 
about it at the time, but when I resigned I called and asked him whether he was 
planning to do something about those ideas? And then he said: “Oh yes, %&#!” 
And then we got the whole thing going. 

THE IMPLEMENTOR: My story is similar. In my former position, I took 
the initiative to divest a large part of the company, including my own job. When 
I looking for a new job within the same corporation, I happened to run into the 
Optimiser. I was a complete novice when it came to venture capital. When he 
asked me I wasn’t interested at all! I wouldn’t dream of working with the financial 
world, which was what I thought this was. But when he got more time to explain 
his industrial approach I thought “£$€££, that’s not so bad!” What I had enjoyed 
in my former position was working with new projects and turning them into 
business. And I so I chose to do what I thought I would enjoy the most. 

THE RESEARCH APPRENTICE: (addressing the Scout) How about you? 
Were you familiar with venture capital?

THE SCOUT: I had no idea of what it was and why it was needed! But I 
thought the whole line of reasoning from the Optimiser’s part was pretty good, 
I bought the fact that if you understand what you invest in as well as how to run 
and build companies and markets then you might be able to invest other people’s 
money in a pretty wise way!
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THE RESEARCH APPRENTICE: So what happened after the two of you 
came on board?

THE IMPLEMENTOR: We started out by raising a fund and polishing the 
strategies and so forth. And then we gradually started investing. 

THE RESEARCH APPRENTICE: Nowadays there’s talk of a shake-out in 
the venture capital industry. How are things going for Acacia?

THE SCOUT: (impatiently) Most people agree that vintage 2000 and 1999 
weren’t any good years! We have a few companies that we shouldn’t have done 
with that timing, we should have waited a bit. 

THE IMPLEMENTOR: I think we were lucky with our timing, really. Our 
way of operating fits the market climate pretty well. I was pretty uncomfortable 
with valuations when we started. Growth, growth and growth with no focus 
whatsoever on what the results look like! That  has quickly bounced back to what 
people like myself are used to! You need to make ends meet as well! (Laughing) 
Customers are a good thing to have! 

THE RESEARCH APPRENTICE: Wireless technology, is that something 
you were interested in from the start?

THE SCOUT: We agreed on wireless early on and on the strengths that come 
from living in something so that you know it very well – not having to deal with 
all these consultants in order to make decisions, right! Wireless is big enough 
for us to be able to live with it as a venture capital firm for 25 years, if that’s 
what we wan to dot! It’s timeless in a way, you see? So it’s no fling or any such 
silly thing. It’s simply about continuous improvement and simplification. Lamps 
with no cords – wouldn’t that be a great thing to have? That’s wireless too. We 
continuously ponder about what we think will happen until we find what we call 
segments, which we show those qualities that are necessary in order to succeed 
as a venture capitalist. This isn’t about starting up and building nice companies. 
It has to be what’s called venture projects, companies that can produce great 
returns on industrial money. That’s the job! We wouldn’t need to be building 
companies, really! But it just so happens that some of us here feel that building 
nice companies is a rewarding task. So I guess we do both! 

THE IMPLEMENTOR: You know, when the Optimiser’s got this idea he 
thought that we should be a narrow venture capital firm in the industrial sense, 
by operating in a selected niche. If you want apply your own knowledge about the 
technology and the industry, then you must be narrow. And he’s picked people 
with a background in this area. So it’s no coincidence that it’s precisely wireless 
and precisely us sitting here who are doing this!

THE RESEARCH APPRENTICE: So within this domain you have different 
areas of expertise?
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THE SCOUT: We divided things up a bit between ourselves. You (addressing 
his colleague) work with industrial applications, you have that background. I 
deal with wireless broadband solutions. The Optimiser works with GSM and 
these things. In my area I’ve identified investments opportunities in w-LAN. 
We’ve calculated what we think will happen on this market, and we’ve made five 
investments. We’ve moved in very early in this segment. We’ve organised our 
own events and conferences. I’m running around chairing w-LAN conferences 
all over the world! We write reports, analyses and I’m writing a chronicle that’s 
being read by about a thousand people around the world. So you could say that 
we’re very active in promoting this area!

THE RESEARCH APPRENTICE: What is your preferred investment 
scenario, then?

THE IMPLEMENTOR: We would much rather seek out the best within our 
area than select the first one who comes knocking on our door. In our current 
portfolio there’s no company that has come in by deal flow. What’s typical for our 
companies is that we’ve found them ourselves, and often we’ve worked very hard 
to win their trust. Remote Control is one such example. (Addressing the Scout) 
You especially spent a great deal of time creating trust with the former owner. 
We’ve had to promote ourselves and explain that we’re not just any financial 
player, but we work in a more industrial way. 

THE SCOUT: We always know what we want to invest in before we make 
an investment! And then we go looking for such companies. And if we don’t 
find any suitable prospect then we set up a company ourselves! And look for 
suitable people instead of companies! In one case we were at it for a long time 
before we found our CEO down in Luxembourg, who has precisely the right 
background! And only then did we make the investment. We’ve started up four 
or five companies ourselves and we’d much rather do that than enter a company 
that’s only just been founded.

THE RESEARCH APPRENTICE: I get the impression that you’re not too 
keen on founders?

THE IMPLEMENTOR: It’s not that we’re not keen on founders, but no one 
individual can possess all thinkable qualities! The one who comes up with the 
initial idea probably lacks the competence to raise the company. 

THE SCOUT: You know, founders always have a clear sense of what the 
company should be doing, what it should become, how this should occur and so 
forth! (On a frustrating note) They often have a lot of influence also in the legal 
sense, they’re owners! The problem is that we have our own ideas, as well as a 
lot of experience. So it takes us a lot of energy and time before finding the right 
forms with a collective of founders – 
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THE RESEARCH APPRENTICE: How do you deal with the ownership 
issue, then?

THE SCOUT: We’re very happy to hold a majority of the shares. We don’t 
want to invest in anything where we can’t take part in running the companies, 
getting them where we want! Because we know what we want to invest in, that’s 
already been determined! We know our industrial segment quite well! And all of 
us have taken part in running and building companies. (Pausing) When we don’t 
hold the majority we sometimes come to an agreement with the other owners 
that we’re lead when it comes to the industrial side, when it comes to where this 
company is going. So we work very hard with our investments! I usually say that 
we’re a venture capital firm operating as a buy-out fund. That’s a pretty strange 
version.

THE IMPLEMENTOR: Our wide financial span is a bit unusual – at least 
in Sweden. Many venture capital companies in the late nineties were so focused 
either on very early seed, or a later phase. They clearly defined what stage they 
entered. We haven’t done that, instead we’ve defined which industrial segment we 
enter. But we’re not into companies that deal with revolutionising new technology 
– which you might think, considering how tied we are to our technology area. We 
deal with companies that apply established technology in a new way. 

THE RESEARCH APPRENTICE: These ideas that you have about a company 
prior to investment, what are they typically about? Specific products or product 
areas, how to operate or…?

THE IMPLEMENTOR: Well, it could be specific product areas, specific 
markets, deciding to focus on reaching Scandinavia and then Europe. Or we can 
decide that no, we’re not going to Europe, we’ll try to penetrate the U.S. first … 
We’re going to try to merge with this kind of company pretty early on. It’s that 
kind of thinking. 

THE RESEARCH APPRENTICE: Do you discuss this openly with existent 
owners before you come in?

THE IMPLEMENTOR: We have many discussions about focus. It doesn’t pay 
off for anyone to go in with a hidden agenda! We usually feel that their plans and 
strategies are too wide. Because our tenet is that it’s way better to be excellent in 
a narrow area than tolerably good in a wide one. Even if the numbers add up in 
similar ways, much more value is built by being the very best. 

THE RESEARCH APPRENTICE: So what has happened in Remote Control 
since you took over?

THE SCOUT: Remote Control is our dream scenario! The owner, board, 
CEO, management team, it all came down to one and a same person. So this all 
disappeared as soon as we took over. Then we spun off a company and so the sales 
manager and the CFO went off in that direction. So there was no management left 
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in the company! That’s how we’d planned it with the Provider because he didn’t 
want to stay! It was a tough challenge to do this whilst remaining up there in the 
Region and still have the staff with us. 

THE RESEARCH APPRENTICE: How did you find the new CEO for the 
company?

THE IMPLEMENTOR: We knew the position of CEO would be vacant. So 
the Planner had already been recruited. Then things took quite a while, so he 
spent some time here at the office learning about the company. 

THE RESEARCH APPRENTICE: What’s the next step, then?

THE SCOUT: We’ve rebuilt the whole company. Financially and logistically, 
everything has been worked through in an exemplary way. And we’re increasing 
our market share in the Nordic countries. We’ve taken out one business deal 
to Europe and the U.S. with the industrial PCs. And we’ve established a new 
business area that is doing really well! There’s a world of opportunities here: 
spin-offs, mergers – it’s such a great project! 

THE RESEARCH APPRENTICE: What about your financial owners, how 
involved are they in your operations? 

THE SCOUT: Our LPs, you mean – that’s limited partners in our terminology. 
We usually call them our partners / supporters, because we work very intimately 
with our owners. We make a lot of decisions together, we listen to their advice, 
and they have a lot to offer. 

THE IMPLEMENTOR: It’s a huge advantage to us – this is our first fund; our 
investors have taken part in these things before so they have a lot to contribute 
with. 

THE RESEARCH APPRENTICE: What about reporting to the owners?

THE IMPLEMENTOR: We have quarterly reports – I don’t know if the 
Optimiser showed it to you? (The Research Apprentice shakes her head). Well, it’s 
up to him what kind of material he wants to show you. We update our ownership 
plans regularly, and report that to them. We assess when we’re to exit and how 
much we believe we get back. And then we estimate how much more capital will 
be consumed.  (laughing) We’ve come to know how they operate and how they 
reason! So we don’t bring an investment item up for decision unless were fairly 
sure that it will go through! 

THE RESEARCH APPRENTICE: (glancing down at her pad, then addressing 
the Scout) What kind of lessons have you learnt along the way? 

THE SCOUT: Lessons about what? About what we’re doing? (affirmative nod 
from the Research Apprentice) That’s hard to say, there are so many different 
categories. I mean, lessons learnt (pausing)… Some of our initial assumptions 
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proved wrong. In the beginning, we had something we called vertical applications. 
They all followed the same pattern: a couple of guys from some industry came 
up with the idea that if they were to apply wireless technology in their industry 
it would be much better. But we don’t know anything about pharmaceuticals or 
the lottery business… So once we’ve helped these companies bring forth their 
product, we find ourselves in complete darkness! We can’t verify any numbers, 
any plans – we don’t have any clue about what their talking about! 

THE IMPLEMENTOR: In such cases we have to rely on our co-investors, but 
that’s hazardous. We can’t do too many of those investments because we don’t 
have the energy to get into too many industries. 

THE SCOUT: One area where we can improve is people, it’s so incredibly 
important to have the right people! We need to pick up the signals even sooner 
and make sure that we fix it! Too much time is lost if things go too far! I really 
had no clue about the founder problem – how serious it is, and how you should 
be very, very careful! 

THE IMPLEMENTOR: It’s better to decline than to engage in something 
with the wrong individuals – unless we see how to replace them. When we came 
to this industry we believed that we had to be super fast and that there was fierce 
competition about the investments! Now luckily it didn’t turn out that way! We’ve 
had time to meet with people, we’ve often brought the teams here and introduced 
them to several of us. And then you understand how they’re thinking, you get to 
know them, and you get a gut feeling. (with emphasis) Take references!

There is a knock on the door, and the Optimiser pops in his head. The Scout 
excuses himself and leaves the room.

THE IMPLEMENTOR: (pensively) You know, there’s no guarantee you can 
evaluate projects just because you come from the industry and can recognise 
ideas that will lead to business. It’s a whole different thing to generate such values 
will make it an attractive investment item! It took me some time to realise that 
we need to look at other criteria. Another gear is needed to get interesting rates 
of return for our investors! There are ideas that are really good, and which should 
make a lot of money, but not the kind of money we need here. That’s how it is for 
any venture capital company. We’re not supposed to live off the companies, we’re 
supposed to live off selling them. 

The Implementor escorts the Research Apprentice to the door.
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Scene Three: Executing excellence
The Cast (in order of appearance): 

THE PLANNER (Remote Control): New CEO after Acacia’s acquisition of the 
company

THE RESEARCH APPRENTICE

The scene opens in an austere conference room. A glass window leaves a glimpse 
of the grey buildings of a suburb. Two people are sitting at a table, looking at a 
computer screen. 

THE PLANNER: Let me run through our presentation of the company Remote 
Control. (Selects a slide show on the computer screen). This is an old company 
founded in 1918 by the manager of a power plant. He was an ingenious guy up 
there in the Region who opened a radio store. In 1958, they made a radio system 
for cranes. An operator wanted to radio steer the winch for hoisting lumber. And 
as with all good ideas, it soon spread, and in time they started working with 
the heavy industry – steelworks, mining and forestry. In 1979, they designed 
a system for wireless data transfer, because a crane operator at the ironworks 
wanted to connect his recipes for the right alloy to the weighing scale. 

THE RESEARCH APPRENTICE: How pioneering were these ideas?

THE PLANNER: All of this is very early on – they’re pioneers within just 
about every area! It’s like they say at Acacia – Remote Control has been in wireless 
since 1958, so we have 45 years of experience of the wireless technology! In 
1994, we developed the first wireless industrial PC – in house – with a broadband 
solution. And then Acacia acquired the company in 2001. 

THE RESEARCH APPRENTICE: How did that come about?

THE PLANNER: The Path-Layer made contact with them and went up 
there. Initially there was no interest, but then a year later the company had been 
acquired! I know that the Path-Layer asked the Provider; “Why shouldn’t more 
people get the chance to know these incredibly fine products that you provide to the 
Swedish market?” (Pausing) But returning to the company! When Acacia made 
the acquisition, Remote Control was successful and growing. It had about ninety 
employees, a turnover of about hundred million. But the company was in need of 
restructuring. It was an entrepreneur-driven company. So the first thing I did was 
to see to it that we got management into the company. And a professional board. 
Our chairman is the Advisor. (Changing slides on the screen) Remote Control 
today is an international company with Swedish owners. Our headquarters are 
in the Region, we have a subsidiary in Denmark and a sales office right here in 
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the suburbs. We’re just below ninety employees. All of our products and services 
are designed based on demands from the heavy industry, so we’ve been forced to 
maintain very high quality and very good service. We were certified according to 
the ISO 9001 standard in 1993. Now that we’re expanding the company outside of 
our domestic market, we’ll be operating through partners. We’ve designed a clear 
partner strategy with partner agreements, pricing, discount structures, support 
– the works. It’s important to have a clear partner strategy, otherwise they might 
think that we’ll be taking over some of their key customers, or setting up a rival 
company. 

(The Planner goes on talking about the partner strategy and the future plans 
for the company). 

THE PLANNER: (continuing his presentation) We’ve also got the financial 
control system of the company in order. We know where we make money, we 
have complete control of the company’s finances! We’ve changed both the product 
planning and the pricing – now the market is in charge of what we’re doing in 
the company. We do real cost estimates before we start up new projects. We’ve 
changed our logistics. Before we assembled things ourselves up in the Region. 
Now we’ve outsourced our PCs. Our core business is to develop and market a 
product, not to manufacture it! We’ve restructured the company, making it more 
flexible. By the middle of last year, we had come so far in this restructuring phase 
that I was asked to identify our first growth area. (closing down the presentation) 
OK! That’s Remote Control for you!

THE RESEARCH APPRENTICE: Interesting company! (Laughing) I have 
loads of questions for you. What you were you doing before you came here?

THE PLANNER: Let me just take a seat over there, it’s easier to talk that way 
(gets up and takes a seat at the opposite side of the table). I have a background in 
logistics. I spent six years in charge of logistics at a Company Group – and for a 
while I was logistics manager for all six of their companies! Then I was CEO of 
three different companies who faced similar challenges – though none of them 
had such great potential as Remote Control. 

THE RESEARCH APPRENTICE: So what brought you to Acacia?

THE PLANNER: I had left my former company. When I got in touch with 
Acacia, they said “come over to us and we’ll tell you about our company!” This 
was when Remote Control was in the pipeline – the investment was to go through 
in January-February, but now it happened in the month of June. (with a sigh) All 
these acquisitions tend to take much longer than planned! So I spent six months 
getting to know the people at Acacia. It was very good to get a picture of what 
the owner is thinking and what they want to do with the company! It’s one thing 
to create a healthy company; it’s a different thing to make a company valuable 
for our owners! 
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THE RESEARCH APPRENTICE: What happened when you came to Remote 
Control?

THE PLANNER: First I recruited a new CFO. It was the third time I hired 
that guy, so I knew he was terrific! We were a dream team! When you come to a 
company like this one, pretty much on your own, you need someone you know 
you can trust completely. 

THE RESEARCH APPRENTICE: So there were big changes?

THE PLANNER: Yes, it was very dramatic. Here was a company located in 
a small village in the Region that had been in existence for 83 years, and all of a 
sudden the people from the Capital come barging in and acquire the company! 
And then a new person takes a seat up there in the corner office and starts the 
make-over! (sighing) It’s been very, very heavy! It would never have worked 
without a lot of support and coaching from the Scout. We’re dealing with the 
same stuff as before, but we’ve enhanced the company compared to how it was 
managed before, that’s for sure!

THE RESEARCH APPRENTICE: So what’s the vision for Remote Control?

THE PLANNER: (thinking out loud) Where do we want to be? We’ve 
produced a plan until 2006. (pausing, returns to the computer). I have an investor 
presentation here that I could show you! There is vision and mission, but our 
vision is that we believe that people, machines, vehicles will be communicating 
without wires and without any limitations in terms of mobility in the future. We 
want to equip the traditional industry so they can communicate in a wireless 
way. We’re targeting one billion in turnover, half of it in Europe, a quarter in the 
U.S. and 20% in the Nordic countries. How do we plan to do that? We’ll enter 
new countries, add partners, add more personnel. And furthermore we need to 
see to it that we have something to offer, something to sell, we need to be in the 
forefront when it comes to new products and new technologies. So we just hired 
a new CTO with expertise in his area!

THE RESEARCH APPRENTICE: What about Acacia’s exit?

THE PLANNER: We’ve discussed how you become most valuable. Other 
than that we haven’t discussed if it’s to be through an industrial spin-off or 
an IPO. We’re dividing the company in two parts now, with different kinds of 
organisation, different sales people, different customers. It’s easier for a financier 
to understand a business plan for one specific area. Last spring we did a road 
show for six different venture capitalists. Should we hold on for another year so 
that the company becomes more valuable? That’s up to Acacia! But the promoting 
is done!
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Scene Four: Assessing excellence
The Cast (in order of appearance): 

THE RESEARCH APPRENTICE

THE ADVISOR (Remote Control): Chairman

The scene opens in small, windowless conference room. Two people are 
sitting around a small table, sipping coffee. 

THE RESEARCH APPRENTICE: What did you think of the company when you 
took on the role of chairman? 

THE ADVISOR: Going through their products, I realised that Remote Control 
had the kind of solid technical expertise acquired through long experience. It was 
exciting because it had it all! But a family firm has limited financial resources, 
so they’d pretty much had to stay on home turf. They had operations in Sweden 
with business in Norway, Finland, Denmark and Poland – but that was about it! 
The Optimiser described what Acacia wanted to achieve with the company – take 
it out to Europe, go international.  

THE RESEARCH APPRENTICE: So what has happened since you became 
chairman?

THE ADVISOR: Remote Control was run by a strong owner who made all 
the decisions. Now we’ve created an industrial structure with a CEO and an 
executive group, where responsibilities can be delegated in the organisation. 

THE RESEARCH APPRENTICE: How was this greeted by the employees? 

THE ADVISOR: You know, in the early nineties, I incorporated two family 
firms into our group here. So I quickly recognised that people in Remote 
Control felt lost when the new owner came in, not knowing what this owner 
was after. They were used to going to the Provider for answers. Now we have 
created an organisational structure where the heads of department can answer 
questions, like in any regular company. In my experience, such things create 
insecurity. A number of co-workers left in these rather turbulent times, which 
is quite normal. In my experience you can’t achieve something like this without 
replacing a number of people. Some people lack the ability to adapt. We met with 
staff representatives and established a dialogue. I think people were expecting 
international expansion. But our objective was that the company be standing on 
solid ground before embarking on large-scale expansion. When I came in the 
company was making losses, but by the second half of last year we were showing 
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positive numbers. So the recessionary market we’ve been able to increase sales 
substantially! 

THE RESEARCH APPRENTICE: Did key individuals remain in place?

THE ADVISOR: Yes, there are a number of key individuals left. Not on the 
market side, which we had to do something about considering that we’re to expand 
internationally. But on the technical side I think everyone remained in place. In a 
firm such as this being able to keep that expertise is of utmost importance!

THE RESEARCH APPRENTICE: What brought about the decision to 
outsource production?

THE ADVISOR: That decision was made before I came into the picture, 
including who they would outsourced their operations to. And this stirred up 
feelings in the village. Which surely doesn’t make things any easier ...! Had I been 
there at the time it wouldn’t have happened in the same way. It’s not optimal to 
have manufacturing up in the village. But it’s a question of timing! It’s absolutely 
vital to gain the support of the organisation in such a turbulent situation as this 
one! 

THE RESEARCH APPRENTICE: What precisely is your role as chairman 
of this company?

THE ADVISOR: When the Planner has problems related to people and how 
to deal with such issues, he gets in touch with me and we talk over the phone. As 
chairman I usually meet with the Planner every now and then. We go through 
each item before a board meeting and how to gain support for those decisions. At 
our last meeting we were debating the issue of a venture in the U.S. 

THE RESEARCH APPRENTICE: What the reasoning behind splitting 
Remote Control in two parts?

THE ADVISOR: Well, there’s no advantage from an operational viewpoint, 
because of the costs associated with such a split and the strain it puts on the 
company in the short-term. But in the long-term it can create further value, right? 
If you were in this with a long-term perspective looking to take out maximal 
dividends, then perhaps it wouldn’t be such a good idea. But if you’re trying to 
create shareholder value then it could be the right thing to do. Consider why the 
Provider had sought capital to expand internationally? The reason is obvious: he 
didn’t want to take those risks in the same way. Had a venture capital firm not 
moved in, with the ability to absorb certain losses for a while, then swift growth 
would never have been possible! Now we’re rolling out on several markets at 
the same time! You can never bring back the profits in six or twelve months, it 
takes a couple of years before you see the full effect. In the meantime all you see 
is costs. But value lies in taking something from point A to point B. It’s in the 
nature of a venture capital firm to be prepared to make these sacrifices in order 
to build value. 
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THE RESEARCH APPRENTICE: Is there anything particular that you feel 
was lost when the Provider – or the family – left the company?

THE ADVISOR: (sighing) Generally speaking, it’s my experience also from 
other companies that the strong loyalty towards the owner is lost in all processes 
such as these. Here a more anonymous owner moves in who undertakes changes 
which are necessary in order to bring this company into another dimension. Then 
you lose part of people’s identity. Remote Control remains in the village, which 
isn’t exactly the centre of the world even if it’s a beautiful place! And naturally 
there is enormous pride regarding what has been built in the village! It’s so easy 
to underestimate such pride in the regional affiliation. I can tell you quite frankly 
that I’ve warned the Planner and a couple of his colleagues that when people 
choose to live in the Capital instead, identification with the region will be lost. In 
an organisation such as this one where you’re used to having the Provider around 
in the village, you don’t feel the same loyalty any more. It’s something that can 
be handled, but you need to be aware of it! 

THE RESEARCH APPRENTICE: Are you saying that some of the friction 
could have been avoided if things had been handled differently?

THE ADVISOR: It’s one thing to deal with start-ups or the earlier phases of a 
cycle, but here you have a company with a history that goes back seventy years! 
This is Acacia’s first real experience of such an acquisition. It would have made 
sense to do a more thorough analysis – before taking action, before outsourcing 
the manufacturing process. I’m not saying that a fundamental mistake has been 
made. When they acquired the company, Acacia held a kick-off. People were 
also offered companionship, as a means to gain their support. But there should 
have been an even deeper dialogue, in order to really check that everybody is 
on board – in order to understand and explain things that are done. That’s one 
thing I feel in retrospect could have been done even better. It’s so easy to think 
that those decisions you make are obvious to everyone. They are obvious to the 
management. But they’re not obvious to the collective. That’s why it’s necessary 
to put a lot of effort into the process of seeking support! You see, without the 
collective competence and motivation in the organisation it’s not possible to take 
these steps forward. And it won’t be the Planner or other individual person who 
will achieve that, you need the whole of the organisation on your side. 

The two people leave the room. 
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Scene Five: The unexpected taste of excellence
The Cast (in order of appearance): 

THE PROVIDER (Remote Control): Former owner and CEO

THE RESEARCH APPRENTICE

The scene opens in a scenic landscape. Two people are walking along the 
riverside, watching the rapids. Reaching a patch of grass, they take their seat on 
a rustic wooden bench. 

THE PROVIDER: Let me take it from the beginning. I’m born and raised in 
this since the time of my grandfather. I wasn’t very old before I realised that 
you can do anything with marketing! At the time there was a lot going on in the 
company – we were facing expansion and so we were forced to implement some 
changes. Those years where the most formative. First I was responsible for staff, 
sales, car pool, real estate – that kind of stuff. I got binder after binder laid on me 
– “here you go, take this, I don’t want to see it again!” My father delegated a lot 
of responsibility as well as authority. 

THE RESEARCH APPRENTICE: So you’ve been working at the family firm 
most of your life, haven’t you?

THE PROVIDER: Yes. Since 1974. When my father started stepping down, 
I started stepping up. My father was more of a technician than a marketer, and 
compared to him I’m probably more of a marketer than a technician. All of the 
practical stuff is pretty self-learnt. 

THE RESEARCH APPRENTICE: When you were contacted by Acacia, was 
it the first time you were approached by someone wanting to acquire the firm?

THE PROVIDER: All in all, I’ve been courted seven times. One very serious 
advance was in 1983 by a company group who had been tipped off by one of our 
customers in Sweden. People came up here to have a look, then they sent their 
technicians to have a look and then the CEO actually came down here himself. 
Then I went down to Southern Sweden to have a look at his company. That day 
I got an envelope with a concrete offer, which gave me some insight into how 
they valued this company. Not just from a financial perspective but what kind of 
opportunities they saw in it. That was real fun actually, felt flattered  and grew a 
couple of inches. 

THE RESEARCH APPRENTICE: But you didn’t take the bait? 

THE PROVIDER: No, this was in 1983. I’d been working nine years in the 
company and I felt that there was so much to develop. I wasn’t ready for that 
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in 1983. To sell and then become a retiree or to start a whole different business 
wasn’t on the agenda at that point. But it doesn’t get any easier to run a company 
like this one, although I’ve never put the company up for sale. I hadn’t even put 
the word in my mouth despite being asked several times how I would respond to 
the question. 

THE RESEARCH APPRENTICE: What did you feel was special about your 
company? 

THE PROVIDER: I guess it was those things that we were sensible enough to 
take care of. The total expertise if you add up all those who were working in the 
company. When I left, there were ten to twelve people who were travelling around 
Europe, the U.S. and Asia monitoring every trade fair. They were looking for ideas 
and suggestions for further development – components, even building blocks. The 
total knowledge in the whole building, from the experience brought back from 
every trip by salesmen and the marketing department, to the service technicians 
who were out installing servers and repairing and maintaining, and then to the 
people in production who took part in manufacturing and assembling, who knew 
how to build electronics and how not to do it! We had unique competence and 
we had long experience. I’ve been working with electronics since the fifties. In 
the beginning, when you showed someone they didn’t believe that it was actually 
possible, they thought it was some kind of science fiction. But when they had 
invested in a trial they realised it was so good that they wanted to implement it on 
all other products in various companies. The valuable skills that have existed in 
this company are not related to one or three people, it’s a big assembly of people 
who account for that. 

THE RESEARCH APPRENTICE: So you relied on close relationships with 
customers?

THE PROVIDER: When people on the service have been travelling, it’s been 
important to use these two small things on each side of your head (pointing to his 
ears) to listen and pick up ideas, and report back how our customers perceive the 
company and how they feel about our products. Everything is built on personal 
relationships and we have always promised a lot. I believe the difference between 
our success and others’ failure is that we’ve stood by our promises. Even if at 
times this has cost us more than we’ve enjoyed. Our customers know that OK, 
Remote Control might be a bit exclusive, a bit more expensive, but in the long 
run our customers know that it’s worth it. We’re happy walk you around at lunch-
time and show you our assembly line with robots and ovens. It’s more or less 
completely automatic. Everyone was amazed that we were into that kind of stuff 
out here in the woods. That’s why it’s important to get people to come here and 
look us in the eye. When I’ve been asked what concept made us so successful, 
I’ve always said it’s because we have a good reputation – I can still say that today. 
Those who came here to visit – supplier or customer, it didn’t matter which, 
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retailer or end user – their spontaneous reaction was “what a tremendous spirit 
you have in the house!”

THE RESEARCH APPRENTICE: So what happened when you got the call 
from the Acacia people?

THE PROVIDER: When the Scout called a small flame ignited and I started 
thinking. The offer sounded really good especially for the company but also for 
the village. I really hope that the company will remain in the village, and that key 
products or positions are not relocated to the Capital. 

THE RESEARCH APPRENTICE: How come you chose to step down?

THE PROVIDER: We’d discussed it long before the Scout called. At that point 
the question was: are you ready to sell? No... I don’t know... (pauses) Imagine that 
somebody comes along who’s really eager to buy your company and who puts 
a lot of money on the table. Have you ever considered that? No, I said, I never 
have. We had discussed it several times. When my health was poor, my son-in-
law suggested we recruit a CEO so I could take it easy, but remain as working 
chairman of the board. No, that’s out of the question, I said. I couldn’t envisage 
stepping down, I saw no point in owning the company and then being at home 
mowing the lawn for my children and grandchildren! 

THE RESEARCH APPRENTICE: Didn’t any of your children want to take 
over, or your son-in-law?

THE PROVIDER: No, he definitely didn’t want to either. Then when the Scout 
called to check if there was an interest he was in such a hurry, he wanted a yes 
or a no! I said that we could get together so I could find out how they envisaged 
running it. I wanted to know if they were buying it and then relocating to the 
Capital? And how much money they were prepared to inject into the company in 
order to ensure further development? How many resources would they put into 
marketing? This was quite important to me. I have to admit that what they were 
saying sounded mighty good. They talked about how much money they were 
planning to put in, and how they would venture forward, especially moving out 
on new markets. It costs big money to rebuild and reconstruct and develop. I 
could never make that kind of money appear. The company would become even 
stronger and the volume would increase both maybe even four times. Then it 
would become something big, see? (pausing, catching his breath) We were the 
second or third company that they recruited. They said that you give us a positive  
response, then things will move very quickly. 

THE RESEARCH APPRENTICE: Was this what you discussed during your 
first meeting with the Scout and the Optimiser?

THE PROVIDER: The Scout had already discussed things over the phone. 
So we arrived at their office and we sat there for a while with the Scout and then 
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the Optimiser came in and introduced himself. There was a bit of chit-chat and 
then he left. 

THE RESEARCH APPRENTICE: Did they tell you why they had taken an 
interest in your company?

THE PROVIDER: Yes, their concept is to be very strong within radio-based 
wireless networks and wireless broadband. The Scout suggested we pay a visit to 
one of their investments. This company was growing tremendously and I thought 
they had to be quite some guys to get things together in such a way! The first time 
I visited they were three guys, the next time they were thirteen, and the next time 
again they were thirty. Then three months later they were bankrupt. Acacia told 
us flat out that they knew some of their investments would go on the rocks. But 
not which ones – we venture and then we’ll see what the future holds. 

THE RESEARCH APPRENTICE: What happened then once you had made 
up your mind to sell?

THE PROVIDER: Negotiations took almost a year, due to – and here I’m 
quoting the Optimiser – ”the fact that I ran into a recession which affected the 
development of the company”. It also affected the price, obviously. I became so 
engulfed in myself in the process – almost to the point that it became some kind 
of life-saving exercise, what could I do in order to close this? They wanted a year 
to be able to go through everything. And they really did their digging. Then on 
the very last day there was a letter from the lawyer: they wanted money back. It  
all came down to horse-trading in the end.  

THE RESEARCH APPRENTICE: Did you stay in touch with the company 
after the deal was closed?

THE PROVIDER: When the news had been announced, the Optimiser came 
in to talk about the vision for the company. Only a couple of hours earlier, the 
Planner had arrived with one of his guys. I had sold 70% straight off. Acacia 
really only wanted to acquire 51% but I said that I won’t be left with a minority 
holding, not even if I’m on the board. We’re five members on the board – I would 
say that four are stronger than one! But for the sake of the staff I’m prepared to 
sell seventy now, and then the remaining thirty by the 31st of December. Then 
I’m completely out, but until then, I’m at your disposal. I thought we could do a 
divestment plan – a week, two weeks, a month, six months. But the Planner didn’t 
want that. He probably knew how he wanted things, and he brought some people 
along that he knew from before. 

THE RESEARCH APPRENTICE: How did you feel about the decision to 
step down? 

THE PROVIDER: I grew up with both my grand-father and my father toiling 
like dogs in this company. My father, he was never at home, if he wasn’t travelling 
he was at the office. So this is not just any company. Honestly, I was very torn, 
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very. I lay sleepless for a long time, thinking about what on earth I had done. 
Sold the whole thing, sent off the family business. And I’m not just referring 
to my relatives, because everyone who works within those four walls has been 
my family – a team. (On a note of frustration) I’ve tried to get through to these 
gentlemen that the unique thing about this company is not encapsulated in the 
product, we actually sell services! It’s software that we sell, human software! 

THE RESEARCH APPRENTICE: Has the company expanded with Acacia 
as a new owner?

THE PROVIDER: You can’t possibly stay at it for three years with so many 
people and so much money without doing something that’s good! But all I know 
about what’s happened on the field is what the local press releases say. Things 
aren’t materialising as fast as expected now that they are working the U.S. and 
other export markets in Europe. That’s no news to me, it takes time. If a good 
salesman who was working a specific area quits it will take a couple of years 
before you get any sales going with his replacement. We’re back to personal 
relationships. 

THE RESEARCH APPRENTICE: If you were to go back in time, would you 
make the same decision?

THE PROVIDER: Today, I wouldn’t have the stamina for it. I know what 
to expect. After 25-30 meetings I actually told my son-in-law that had I known 
it would come to this I would have declined on the spot. When we meet in the 
village, people at the firm ask me, can’t you buy back this or that branch, or if 
it’s up for sale, won’t you buy back the company? I’ve said that no, I don’t think 
I want to do that, because the co-workers that I depended on they’ve gone off on 
other adventures today. To go back to level zero and start building the reputation 
of a company that’s very tarnished – I’m sorry, no. 

THE RESEARCH APPRENTICE: What is it you feel has been lost?

THE PROVIDER: All the pieces that were there when they took over are no 
longer unique. All the unique stuff encapsulated in those people who jumped 
ship isn’t in the house anymore. Far too many people have quit at the same time. 
When I stepped down, I was actually proud of what I’d taken part in creating 
together with super co-workers. Few are privileged to have such good staff, such 
good quality services. But this hasn’t been valued and taken care of. It’s hard to 
see that. 

(Fade out as the people continue talking.) 

The second act closes.
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CHAPTER 6
The Acacia Initiative

Introduction
Why was a company such as Acacia created? In Lucina, I had discovered a bunch 
of enthusiastic visionaries in a founders’ network, eager to share their vision for 
sympathetic capital with the world. In Acacia, one man – the Optimiser – held 
the title of Founder, teaming up with a couple of partners in order to launch the 
company. Here was an individual who had achieved financial success through 
the sale of his previous companies, but who was not satisfied with the role of 
independent director. What were he and his associates envisioning as they 
launched a venture capital company?

Following the Acacia Act in the previous chapter, I here analyse the founding 
vision for the Acacia’s concept of Industrial Capital. After an overview of Acacia’s 
journey from birth to 2003, when I last met with the Acacia people,1 I discuss the 
elements of a streamlining vision for venture capital and their implications also 
from the receiving end.

A new star is born (Acacia 2000-2003)
In hindsight, the birth of the Acacia Capital Company – a venture capital firm 
investing in wireless technology applications – coincided with the turn of the 
‘IT boom’, as record-high valuations of IT and telecom stock started to descend 
first on the U.S., then on the Swedish stock market. With much of the investment 
world still confidently optimistic, cooler market signals in the spring of 2000 
did not deter the Optimiser, formerly the founder of a telecom company, from 
entering the venture capital business.2 He joined forces with the Scout and 

1 The meeting with the former owner of Remote Control was held at a later stage, in June 
2004, when he was no longer bound by a legal clause in the contract and thus was free to discuss 
the events that led to sale of the company.
2 Reviewing the Swedish index 1999-2005, journalist Jonas Lindmark (2001) notes that the 
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the Implementor, two former executives in global ICT corporations who were 
looking for new challenges at the time. He also brought along an associate from 
his former company as CFO. 

The establishment of Acacia was announced on June 6th, 2000. It was marked 
by a bang on the big drum. Even before the founding, a Swedish design agency had 
been engaged in building the Acacia brand– involving everything from logotype, 
web site and information material to the selection of a decorator for Acacia’s 
office premises in the Capital. The ambition was to create a brand connected with 
credibility and differentiation, a brand that signalled the presence of a reliable 
actor who had something to offer that was distinct from its competitors. In 
November 1999 an editor had been enrolled to head what was to become Acacia’s 
own magazine, partly independent and with the wider scope of monitoring 
the ‘world of wireless technology’ – for this technology segment was indeed 
perceived as a ‘world’ of untapped potential. With the help of the design agency, 
the first issue was published in mid 2000, and a web site with downloadable 
material was available from November in the same year. In February 2001, the 
web site of the Acacia Company itself was launched, presenting the company’s 
investment strategy and chronicling events in the wireless domain. The web site, 
built in conjunction with the design agency, offered Acacia modular control over 
the information that was published, updated and removed as it came out of date. 

In its ambition to build an ‘industrial brand’, Acacia directed much attention 
and resources towards brand management and public relations. In the summer of 
2000, a Network Manager was recruited in order to help place the newcomer on 
the map by orchestrating events and meeting places for industry people. Acacia 
also enrolled a person to take charge of public relations (PR), striving to increase 
the PR awareness of Acacia’s partners. Once Acacia had established its presence 
in the venture capital milieu in the Capital, the initial role of PR consultants and 
network managers would be relaxed. 

From the beginning, we put in quite a lot of resources in PR, building 
the Acacia brand. The magazine was an important part of that... (…) 
We cared a lot for our brand, it must be built in a wise way. And I don’t 
think the rest of us are very skilled at that. So it was really great to have 
a person who could achieve a balance – here you should participate, 
and here you shouldn’t... (The Implementor). 

Meanwhile, the launch of Acacia’s investment activities required funds and 
prospects. With the Optimiser’s exit from his former business group, Acacia did 
not start out entirely from scratch. The trade sale of his company group (including 
two subsidiaries) had received its fair amount of publicity. Such a favourable 
reputation came in handy as the Acacia people directed their efforts towards 

valuation of IT and telecom stock began decreasing in March 2000. However, until April 2002, 
valuations remained high in certain industries such as biotechnology.
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setting up a fund for investment. Parallel to fund-raising activities, Acacia made 
what it referred to as a ‘training investment’ during the autumn. By the end of the 
year, a first fund with national investors had been established, setting off Acacia’s 
investment activities at an intensive pace. 

The focus on one specific technology sector appealed particularly to one of 
Acacia’s two major investors, a public superannuation fund, which endorsed the 
Optimiser at an early stage, and helped assemble the investor group: We supported 
Acacia before it formally existed, because of the Optimiser. We helped him collect 
the funds. The other main investors are colleagues of ours.3 (Head of technology 
investments). Acacia’s second major investor was a private superannuation fund 
which, after a recent reconstruction, relied solely on intermediaries for its private 
equity investments. The Optimiser’s credentials were decisive for committing 
funds to the Acacia Company. 

You can buy [investment skills] for 500 [SEK] downtown, that’s not 
difficult. But good business skills, good leadership skills… Our portfolio 
includes almost 600 investments. Obviously, I and my colleague can 
buy the same portfolio, we can buy exactly the same [risk] exposure. 
But the difference is that I cannot be a real contribution to the board 
work, [nor to] the relationship that we need to have with those who 
run the individual companies. The Optimiser is supposed to do that for 
me... That’s why they get money; because somehow I believe that they 
do it better than I would myself. (Portfolio Manager). 

From the start, the Acacia partners – including the Optimiser as founder, the 
Scout and the Implementor, as well as the CFO – were looking to assemble a small 
group of investors, both Swedish and international, with a combined financial and 
industrial profile. Having achieved a first closing by January 2001, Acacia went 
on to recruit foreign investors, targeting total investment funds of two billion 
SEK. This time, however, the process was slow and tedious. Complying with the 
unwillingness of a global computer technology corporation to invest in Sweden, 
Acacia proceeded to set up a fund on the Channel Islands. The clearing process 
with the British authorities took its time, but by the summer of 2001, a second 
closing was within sight. Then the events of September 11th shocked the world, 
leaving much else on hold. 

...we were doing ... a second closing during the spring. We already 
had [a global computer technology corporation] at the time… but 
then they said they couldn’t invest in Sweden. So we had to set up an 
international fund on Guernsey… I’ve never undergone such scrutiny 
in my whole life, as by the officials in England…!  It took forever! 
...We’d had to send over our CFO … to move to Guernsey… Then 
we said to ourselves: “Now we’ll close this at last!” (…) That’s when 

3 Transcripts from notes. Part of this conversation was not taped due to technical failure.
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September 11th happened. So the whole £€£@$ thing died again. (The 
Scout). 

In January 2002, with impatience growing within the company, a new partner 
was head-hunted in order to strengthen expertise in investment banking and 
corporate finance. His first task was to achieve the second closing, while the 
initial partners attended to investment prospects. By then, things were looking 
gloomy on the stock market, and the targeted two billion SEK seemed far off. 
Three months later, Acacia settled for two international investors and total funds 
of 1.3 billion SEK. 

...we’re regarded as a 2001 vintage year… It’s like with wine... (…) 
Initially, the idea was to take in fully 2 billion. But this was year 2000 
with those valuations, that horizon… We actually had a billion after six 
months, and then we took in another 300, so we closed at 1.3 billion 
SEK. (Partner Corporate Finance). 

As a ‘vintage 2001’ VC4, Acacia made a total of fifteen investments in the 
following two and a half years. The bulk of these was made in 2001, and included 
companies dealing with applications of wireless technology, especially in GSM/
telecom, wireless LAN (local area networks) and industrial applications. Having 
identified future areas with growth potential within a domain of technology which 
was carefully mapped out, Acacia also initiated start-ups. Established companies 
such as Remote Control, a family firm of the third generation were sought out, 
with Acacia purchasing 70% of the company in June 2001 and the remaining 
30% by the end of the year. Acacia’s investment philosophy was, quite simply, 
‘stage agnostic’: “Since we’re focused on one sector – wireless technology – it’s 
natural to be stage agnostic. Meaning that we can make investments in any 
stage.” (Partner Corporate Finance). 

With the portfolio increasing, the internal organisation also expanded. In 
addition to an investment manager enrolled early on, Acacia relied on a few so-
called ‘venture partners’5 working closely with particular portfolio companies6. 
In late 2002 an analyst was recruited to monitor industry trends. In addition, 
the company comprised administrative staff, including a controller and an 

4 In Sweden, the industry is commonly referred to as the ‘risk capital industry’, which 
incorporates both venture capital and private equity organisations (e.g. Isaksson 2006). The 
Acacia people, however, referred to their business in terms of ‘VC’, preferring to use U.S. 
terminology. Mapping out this domain, they distinguished between various segments such as 
‘buy-out’ actors, ‘VCs’, and investment companies.
5 This title was employed for individuals who served as resources for the portfolio companies, 
but who were loosely attached to the Acacia Company.
6 I use the term ‘portfolio companies’ to denote the affiliates in which Acacia invested because 
the Acacia people refer to them in this way (unlike the Lucina people, who talk in terms of 
‘entrepreneurs’, see chapter 4).
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investor manager. Involvement with a growing portfolio of companies paralleled 
ongoing efforts of formalising and rationalising the monitoring of investments 
and the reporting  to the investors (the ‘limited partners’ (LPs)): “... since we’re 
responsible for a lot of money... we need to formalise our decisions... we’ve put 
a lot of effort into creating a good structure for that.” (The Implementor). The 
flat structure of the company was emphasised, major decisions being aired in an 
internal decision committee with the aim of reaching consensus. 

About half of us are on the internal investment committee. (…) And 
we can have pretty heated discussions, because we’re different. The 
Optimiser must have had that thought from the beginning, that we 
should be different. We’re supposed to be in agreement. But if someone 
is completely convinced about something it’s rarely a no – maybe it’ll 
be a yes but in a different way. (The Implementor).

All major decisions in terms of investments or ‘key man events’ were then run by 
an external committee, consisting of the main financiers and the Optimiser, where 
a formal approval was to be granted. By early 2003, the internal organisation 
had been structured into two teams, including on the one hand the Optimiser, 
the Implementor and a junior Investment Manager, and on the other the Scout, 
the Partner Corporate Finance and a Venture Partner. The formal CEO of the 
company was the Scout, taking over this role from the Optimiser who, with the 
title of ‘Founder’, held a strategic role. 

In mid 2003, the Acacia people were optimistic about their future prospects, 
comparing their investment activities to the cautious behaviour of industry peers. 
With the stock market baisse, expectations of investors had also plummeted – an 
attitude which they were confident would favour their own proactive approach. 
Acacia’s industrial rationale for investing in wireless ventures presented 
institutional investors with one avenue for putting capital back into circulation.

There is something called overhang in this industry – there is a great 
deal of committed capital, but very little invested capital. So there is a 
lot of capital on the side waiting to be invested. From the perspective 
of the LP ... if the [committed] money isn’t invested in a productive 
way, you don’t get the returns you’re hoping for. And if it’s badly 
invested, that’s no good either! During this period, we’ve made fifteen 
investments. Financially strong actors [in this industry] made their last 
investment in 2000 or in 2001. (…) If you look at the expectations of 
our LPs today, they’re much lower than three years ago [i.e. in 2000]. 
When I’m talking to my peers in the U.S. and our American LPs they 
say that they’re happy should they get the money back on vintage 99, 
2000, 2001! (Partner Corporate Finance). 

According to Acacia’s investment plan, the bulk of its investments was to occur 
over a three-year period from 2001 to 2004. Acacia was to keep its holdings for 
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3-5 years, before initiating exits in 2004. By 2007 the investment fund was to be 
liquidated. 

Early impression of Acacia
At an early stage of my research, I attended a presentation of the Acacia Company 
where the Implementor outlined their business concept as ‘industrially narrow 
but financially broad’, dedicated to a specific technology sector. At the annual 
event organised by the trade association (SVCA), the Optimiser gave a talk on the 
relationship between market position and shareholder value and its implications 
for investment activities. After a phone conversation with the Optimiser it 
seemed I had encountered a group of people eager to convey a message to those 
prepared to lend a listening ear with the reservation that talking to me would not 
be too time-consuming. Their strong belief in the merit of their approach was 
captivating. One felt as though one was invited to take a peak back-stage. 

Well acquainted with the ‘international lingo’ of the business, the Acacia 
people referred to their line operations in terms of ‘VCs’, ‘LPs’, ‘vintage 2001’, 
‘IRR’, ‘multiple’, and so forth – mirroring the environment in which they were 
living. Much of Acacia’s language and outwards symbols signalled that this was 
an actor who positioned itself well within a (global) venture capital industry, and 
who cared to be perceived that way. The consistency of the Acacia message was 
impressive, with every aspect from the interior decoration of its office premises 
to portfolio company products on display in the conference room appearing well 
thought-through. Acacia’s concept was linked with the term ‘industrial’ (rather 
than e.g. ‘innovation’ or ‘business development’), illustrated by the company 
presentation on the web site, where the company was introduced as “…an … 
industrial Venture Capital Group. Founded in 2000, Acacia manages the largest 
fund in Europe dedicated to investments in the wireless industry.” Keen to talk 
about track-record and financial performance, there was no bashfulness with 
respect to what the Acacia people were looking to achieve: “We’re different, we’ve 
done it before. If you take those companies that I was in before, all three of them 
have performed way above average. So there’s a history of building business.” 
(The Optimiser). Although the Optimiser and his associates were newcomers 
on the venture capital arena, they conveyed strong confidence in their ability to 
undertake such a venture – and to excel in the process. The clearly articulated 
world view of the Acacia people – where various approaches and technologies 
were pigeonholed, where ends and means were succinctly defined – made it easy 
to be drawn into their perspective.7

7 A map of the wireless sector was sold on the web site as one way of promoting the Acacia 
‘world view’.
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Having ‘collected’ the Acacia stories from May 2003 to June 2004, I found 
myself facing the by then familiar dilemma of how to make sense of the rich 
material. Though there were limits to what kind of information the Acacia people 
would disclose, the eagerness of the Acacia people in explaining the merits of 
their way gave many clues as to why they had engaged in venture capital activities 
in the first place. Comparing the two milieus of Acacia and Lucina, they were 
clearly different from one another. If Lucina recalled an image of an assembly of 
expert cooks eagerly adding their own particular flavour to a dish, an image that 
I associated with Acacia was the Winning Recipe of the Cooking Contest. 

The Winning Recipe of the Cooking Contest
Imagine yet again a medieval camp in a forest glade taken out of a Robin Hood 
movie. Here everything is meticulously organised, from stacks of firewood to 
sacks of vegetables and spices neatly stored in rows. In the centre of the clearing, 
camp fires are arranged in a circle, each with its pot of stew fuelled by a steady 
flame, each manned by its own team of people who see to the stirring and the 
flavouring. Squinting, you barely make out a silhouette seated in the half-darkness 
at the outskirts of the clearing. “I know what this is!” you think to yourself, “I’ve 
just stumbled upon one of the teams competing in the cooking contest!” 

Suddenly, the Head Scout barges into the glade: “Turnips are in demand, 
turnips are in demand! What’s our recipe for turnip stew?” A new fire is lit, a pot 
is put over the fire, turnips are brought from the stacks, and a new stew is being 
cooked! It doesn’t take long before the pot is manned with its own Cook and a 
Cooking Supervisor has been appointed. Moving in from the background, the 
Captain drops by with fresh directions. “How’s it going, guys, doing all right? 
Will we make it according to plan?” 

Excitement is in the air, rumours are there is a Winning Recipe in the 
making! 

The Founding Vision for ‘Industrial Capital’
With its concept of Industrial Capital, the Acacia people were eager to distinguish 
themselves from their peers in their efforts to establish the Acacia Company 
as a credibly competent actor on the venture capital arena.8 The Acacia people 
were more preoccupied with the direction for the business – how to achieve an 

8 This is in line with a widespread realisation among managers across industries that a 
(positively) distinctive organisational identity attracts the loyalty and support from a wide range 
of constituents, and therefore distinction lies in the organisation’s self-interest (Ashforth & 
Mael 1989).
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objective – than with its purpose. In a world where everybody was believed to 
be striving towards the same end, selecting the right means to reach that end and 
pursuing these means in a wise way, was what would make the difference.9 “…if 
everyone is running VC operations in the same way then it doesn’t matter where 
you put in the money. You need to find new approaches if you’re to perform above 
average.” (The Optimiser). Thus, in order to understand the reasons behind the 
creation of the Acacia company, I needed to look deeper into what the Optimiser 
and his associates were actually pursuing and the rationale for the means they 
(had) selected to get there. 

The Trigger: spotting strategic imperfections 
As with the birth of Lucina, Acacia did not spring out of a void, but was triggered 
by the high aspirations of a business founder as he contemplated the imperfections 
of a surrounding environment. Unimpressed by the strategic ability of corporate 
and financial owners, the Optimiser recognised the potential in applying his 
experience of building an industrial group in telecom to the investment setting, 
as a new career challenge (cf. Politis & Landström 2002). Inspired by examples 
in other industries, and particularly by a recent venture capital initiative in life 
sciences (see Scene One, Act Two), he was annoyed with the typical financial or 
consultant backgrounds of people in the Swedish VC industry, with no experience 
of how to industrialise business activities.10 Such unfamiliarity limited the ability 
of an owner to influence strategic decisions in portfolio companies to the extent 
that one was ‘handicapped’: “I had seen one of the largest VCs in Europe who was 
one of my co-owners ... they had no industrial knowledge, they didn’t know what 
the market looked like, the competitors, how to relate to a strategic deal...” (The 
Optimiser). This contrasted with Acacia’s perception of the American venture 
capitalist: “...in the U.S. they really do have entrepreneurs and such people who 
have built businesses themselves who have a very strong role in the VCs.” (The 
Optimiser). The message was clear: Swedish venture capitalist simply did not 
have the kind of thinking that was required for optimising value creation. 

In this sense, the critical assessment of strategies pursued by industry peers 
came with the realisation that there was a smarter way to create wealth in 
companies, the so-called industrial way:

9 This reasoning mirrors the logic of ‘causation’, where a particular effect is taken as given 
and focus is placed on the selection of means in order to achieve this effect (Sarasvathy 2001). 
In order to understand the rationale for a particular actor’s choice of means (causation), it 
becomes important to understand the kind of effect that s/he wants to create – which we may 
again relate to the ‘psychic income’ that is sought (see Simon 1959). 
10 This has to do with the perceived incompetence of other actors, rather than with their lack 
of experiential knowledge of the entrepreneur’s situation (which was part of the background for 
Lucina’s founding vision, see chapter 4).
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When … [the Optimiser] worked with [his former company]… they 
took in corporate investors ... who were involved in their business... but 
then they took in a purely financial actor....who made a huge amount of 
money on these exits. That’s when the Optimiser realised that if you were 
able to combine the industrial competence and understanding with the 
financial model, then you could create something very interesting! And 
Acacia is the result of that, we depart from this industrial understanding, 
and we use VC [as a]… financial structure in order to embrace these 
companies. (Partner Corporate Finance). 

Combining industrial thinking with the venture capital instrument offered the 
opportunity to incorporate the ‘best of both worlds’.11 “I thought that one should 
be able to perform far better as a VC if one had industrial experience.” (The 
Optimiser). As the Optimiser and his associates keenly explained the ‘Acacia 
way’, they conveyed emotions of frustration bordering on disdain; annoyance 
with the strategic imperfections of other actors in the industry, and impatience 
with those who failed to grasp the merits of their concept. Most venture capital 
firms were far too broad in the industrial sense, because, by focusing e.g. on high-
tech firms, they would diversify into any market or industry: “… they run for 
anything under the sun when it comes to technology...” (The Optimiser). Another 
perceived flaw was the focus on investments in a specific stage in a firm’s life 
cycle, where good investment opportunities would be missed based on the simple 
fact that the firm was either too young or too mature in relation to established 
investment policy (cf. Carter & Van Auken 1994): 

… if you should find a leading company, it’s not sure that it’s in that 
stage where you can make your investments. And then you don’t want 
to be limited by “But we can’t make the investment, it’s in too early a 
stage, or a too late a stage…” (Partner Corporate Finance). 

Reflecting on the precedence of growth over bottom line with little concern for 
revenues which had characterised the ‘IT bubble’, the Acacia people regarded the 
notion that one would generate financial value without building ‘good’ business 
as a comfortable illusion, emphasising their own seriousness in the process:  

If you have an industrial background, then you’re out to build good 
business. And if you do that, then you know that it will generate money. 
If you have the financial [perspective]… then you’re out to generate 
money, and it’s more a necessary evil to have to build business as 
well… (The Optimiser).

11 This opportunity is recognised by the Optimiser and his associates within a framework of 
existent business models. It can be seen as an opportunity for business formation where both the 
value that is sought and the capability for value creation are already defined, unlike other types 
of opportunities where such parameters may yet be unknown (see Ardichvili, Cardozo & Ray 
2003). 
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Such statements mirrored strong conviction in the merits of one’s business model 
and confidence in one’s ability to outperform other actors in the industry. ”...we 
... believe that we’re a bit unusual – at least in Sweden – by having such a wide 
span, financially speaking.” (The Implementor). The conception of Industrial 
Capital as an unconventional approach was strengthened by the reactions of the 
financial community as they proceeded with fund-raising. 

There are almost two camps. ...you have these very conservative 
[investors] who don’t dare try anything new. We met with some of 
them – “Sure, this sounds interesting in theory but it’s never been tried 
before...!”. But these [limited partners] had enough guts to believe in 
the concept! (The Optimiser).

Critically assessing business models in use, it appeared that the combination 
of industrial streamlining with venture capital held untapped potential. The 
background for Acacia’s founding involved making sense of how one performed 
in relation to a specific business model, how a concept was applied, and the 
challenges encountered in this process. As such, it was part of the on-going 
learning process of a contemplative former business founder looking for new 
steps in an ‘entrepreneurial’ career. Weaknesses in implementation opened up 
for the opportunity to optimise the venture capital model by applying one’s own 
expertise and personal touch. In this sense, what triggered the Optimiser to 
found a company such as Acacia involved learning from observed imperfections, 
opening up a window for outperforming others in the industry by exploiting the 
untapped potential.

The Response: exploiting the untapped potential
Standing with one leg in the corporate and the other in the financial world, the 
Acacia people perceived themselves as unusual, even innovative: “I wanted to 
achieve something new, in the sense that there would be a more industrial view 
... in a business model equal to that of a VC.” (The Optimiser). The belief in 
the power of combining an industrial/corporate approach with a VC model for 
financing was embraced by Acacia partners, who had been involved in initiatives 
of downsizing and restructuring in the corporate world. “...when we started this we 
were already walking the talk. We started by agreeing on these core principles...!” 
(The Implementor). The ensuing concept was carefully crafted, including hand-
picking people with credentials that would strengthen the platform. “...it’s no 
coincidence that it’s precisely wireless, that it’s precisely us here who are doing 
this.” (The Implementor). Transpiring in this determination of doing things in an 
industrial way (distinguishing oneself from rival players), was the ambition to 
streamline the exploitation of untapped potential that could be found in existent 
structures, whilst earning recognition for excellence in the process.
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When streamlining is the key
Acacia was managing investment funds, with the self-imposed mission of meeting 
the capital growth needs of institutional and corporate investors (consistent with 
the logic of a financial intermediary, see Amit et al. 1998). Asked about what 
venture capital meant to him, the Scout referred to venture capital as the ‘life 
form’, the selected instrument for building successful industrial companies: 

What I’m doing? I’m managing other people’s money. I’m supposed 
to see to it that they get good returns. This is the craft... (...) ...finding 
good investment objects, ...fostering them ... and then selling those 
assets as swiftly as possible… It rimes with what everyone’s doing in 
the venture capital industry. But ... I definitely see myself much more as 
part of the IT industry than the financial industry! (…) We use this life 
form as a tool! Of course our mission is to provide maximum returns 
to our investors. But we can’t get out of bed every morning thinking 
“today I’m going to provide maximum returns to our owners”, that 
wouldn’t work! 

Engaging financial institutions brought on the obligation of creating wealth for 
these investors. Venture capital as a ‘life form’ implied placing oneself within the 
spiral of fund-raising, investment and exit giving way to a new round of fund-
raising based on performance in the previous round (see the ‘venture capital cycle’ 
in Gompers & Lerner 1999). The Acacia people saw this spiral as a powerful means 
for assembling an attractive ‘product’, in this case a wireless IT company. This 
was where they conceived of themselves as different from the average venture 
capitalist.12 Their pride in workmanship was related to streamlining operations 
so that value could be generated over time. The companies thus manufactured 
would eventually be incorporated into someone else’s toolbox, their market value 
reflecting the success of the effort. “We say that we build sustainable industrial 
values, we’re not good at making smart financial deals.” (The Implementor).

As I met with the Acacia people in 2003, I was impressed by the strong 
confidence in their ability to create successful business, strengthened by past 
successes. Both the Scout and the Implementor had in previous roles taken 
streamlining initiatives, removing their own positions in the process. In his former 
venture, the Optimiser had sifted out two product lines which had been sent off 
into two distinct companies. Behind these initiatives lay a belief that there was 
one best way of achieving success, and that finding and implementing that way 

12 The Optimiser refers to himself as an ‘entrepreneur’ (see Scene One, Act Two). The 
entrepreneurial element of Acacia’s activities regards the refined exploitation of resources or 
capabilities in a business concept that already exists in other segments. Identification with the 
image of an entrepreneur reflects a ‘desired identity image’ (see Scott & Lane 2000) that adds 
credibility to one’s role as a founder. It also serves to illustrate how the Acacia people do 
not primarily conceive of themselves as the manufacturers of capital gains, but as builders of 
industrial values. 
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would eventually provide the desired results. “… it’s better to depart from “how 
do we build the best business?”. That is to say the most successful business...” 
(The Optimiser). Acacia’s concern with systematising knowledge and identifying 
recipes for success involved also referred to their own implementation of the 
venture capital instrument: “...we carefully considered how to industrialise VC 
activities.” (The Optimiser). Industrial Capital was a concept that allowed for the 
trying out of such collapsed knowledge – recipes for the ‘how to’ and the ‘how 
not to’ – with a particular instrument for financing. 

…our objective is to show that this is a better model to be running 
VC activities, but also to build business in general – than traditional 
methods. Our resoluteness lies in trying to build something in an 
industrial way – systematising, trying to find the recipes and the 
methods. (The Optimiser). 

This was not an easy task, it required reflection and continuous re-assessment 
of implemented ideas, a continuous learning process in which the merit of 
implemented recipes was evaluated and new tenets were adopted: “It’s very easy 
to have the wrong thinking in this industry.” (The Optimiser). Such thinking 
involved a critical evaluation of conventional wisdom in order to remove the 
dross and enhance the potential.13 

Picking potential market leaders
Characteristic of the Acacia people was their determination in finding not just 
any company, but the very best within a given area: “What matters is that we 
get the best companies.” (The Implementor). Finding the gold in the ore, i.e. 
identifying untapped potential within existent structures (markets, firms) was 
the skill that distinguished excellent from average. “…we look at what companies 
there are … and try to evaluate which one has the best potential to succeed.” 
(The Optimiser). Industrial Capital was not for the typical fledgling in need of 
capital but lacking the collateral or track-record to secure the resources from 
other financial institutions. Instead, the Acacia vision involved hand-picking a 
desired portfolio of so-called ’venture projects’, i.e. projects within specific and 
potentially high-growth segments where wireless technology could be applied 
and where a leading position was within sight.14 Eager to secure the very best 

13 Maintaining a narrow focus appealed to Acacia’s financial investors (LPs) who were 
mindful of what they referred to as ‘schizophrenia’, i.e. split focus. Whilst the public fund had 
a government-imposed mission to make investments in private (rather than public) equity, the 
private fund was imposed no such limitations. The decision not to invest directly in unlisted 
firms was a strategic choice. The matter had been debated in the fall of 2002 as a potential 
source of goodwill, but abandoned for fear that a disparate mandate would be confusing to the 
portfolio managers. 
14 This contrasts with the process of screening incoming deal flow by actors seeking to retain 
venture capital funding for their venture which is generally associated with venture capitalists 
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venture projects explained the choice of  ‘stage agnosticism’, which left room for 
the exploitation of recognised opportunities regardless of the shell in which they 
were embedded. 

Acacia did not see itself as competing with other venture capitalist for 
investment prospects, because it was operating in a different niche. By hunting out 
the very best it needed to distinguish itself in relation to corporate, institutional, 
or even family owners: “... we work at marketing ourselves as owners...” (The 
Optimiser). As illustrated by the case of Remote Control, marketing oneself as 
an owner involved seeking out potential market leaders whose owners were not 
necessarily looking to sell. With its track record of fifty years in wireless, its 
history of product development and its comfortable position on the Scandinavian 
market, Remote Control was seen as the ideal candidate for acquisition, offering 
opportunities for expansion which were yet unexploited, a potential that would 
remain untapped with the original owner: “It’s our dream scenario... (…) And 
there’s a world of opportunities: spinning off companies, mergers – it’s such a 
great project!” (The Scout). Convincing present prospect-holders of what Acacia 
had to offer was of prime importance: “...we’ve worked very hard to win their 
trust. (…) We’ve had to promote ourselves and explain that we’re not just any 
financial player, but we work in a more industrial way.” (The Implementor). This 
was one reason for the concern with external image, using stories to enhance 
Acacia’s reputation and to generate the image of a scenario that was attractive to 
the prospect-holder in question (cf. Alvesson 1990; Lounsbury & Glynn 2001). As 
Acacia’s CEO suggested to the owner of Remote Control: “Why shouldn’t more 
people get the chance to know these incredibly fine products that you provide to 
the Swedish market?” (The Planner). 

Repackaging for the winning position
In Acacia’s eyes, superior performance was closely associated with the ability 
to establish market leadership: ”One of our recipes is precisely to build what we 
call gorillas, for lack of a better term.” (The Optimiser). Drawing the parallel 
to the Gorilla Game investment strategy described by Geoffrey Moore and his 
colleagues (1999), the Optimiser had experienced its significance in financial 
terms first-hand with the sale of two subsidiaries: ”... [one] was number one in 
Europe within its niche, whilst [the other] was fourth, fifth, sixth in the world. 
The price difference was almost factor three when they exited these companies.” 
(Partner Corporate Finance). The recipe was to narrow down one’s target market 
and cultivate one’s competitive advantage so as to be perceived as the best in a 
particular domain. This insight was succinctly expressed in the tenet of being the 
‘largest toad in the pond’: 

(e.g. Zider 1998).
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In order to be really good at something you need to cut off your target 
market. In the end you’ve cut off so much that you have the opportunity 
– or you might already be – in a leading position. … You’re the largest 
toad in your pond! And if you’re the biggest in your pond then you’re 
always interesting as employer, supplier, investment object, merger 
candidate, partner etc. (Partner Corporate Finance).

Though such a strategy could involve a major downsizing of one’s present 
operations, the market position would provide a platform from which to build 
a network with the elite of customers, suppliers, partners etc. Streamlining 
one’s operations in view of dominating a particular market segment meant the 
possibility to increase not just sales volumes, but also prices – thereby quickly 
raising the sales margins and achieving a multiple effect that would enable high 
growth. With a powerful market position, a potential buyer would always be 
found for the portfolio company in question. “…from an ownership and a value 
perspective if you’re number one on the European arena it’s very interesting to 
be acquired, for instance… Instead of being cluttered around the world, maybe 
then you can only be number three or four...” (The Optimiser). Arguably, other 
industrial corporations with interests in the same market would be prepared to 
pay a premium price to have an ace on hand. To a venture capital firm whose 
objective was to exit its investments somewhere down the line, building a valuable 
position for potential buyers was of prime importance. 

Remote Control was one example of this thinking applied in practice. Acacia’s 
strategy was to expand its business operations so that it achieved European 
leadership within its two business areas:

We want them to be dominant, a leading firm within these two niches. 
… we think about how to build this position… both in terms of products, 
and in terms of what deals must they win in order to show that they are 
in lead. (The Optimiser). 

Here, the Acacia people demonstrated their ability in repackaging the identified 
potential into something that was perceived as attractive to the market and that 
could be replicated with efficient manufacturing. “It’s ... about having high ... 
competence and packaging, creating processes around it that enable you to 
charge for the same thing several times.” (Partner Corporate Finance). This was 
the kind of gearing that Acacia and its investors were after, placing focus not 
on the nature of the product or the service, but on the efficiency of the ‘business 
model’. 

If you have a company then quite naturally it’s very important … that 
there is a good product or service idea. But ... that’s still no more 
important than having a good business model. You need to be able to 
convert that into money as well... (The Optimiser).
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Refining the business concept was one of the first challenges after the Acacia 
takeover of Remote Control, bringing on the swift decision to outsource 
manufacturing in order to increase capacity for expansion whilst maintaining 
flexibility. 

[In the beginning] there were more things to choose from, so [we] … 
narrowed down the business concept to a smaller amount of areas. And 
also [we] built their business so that it’s possible to expand. They were 
doing the manufacturing themselves, but that’s been outsourced… as 
an important condition for rapid growth. (The Optimiser). 

Capitalising on the identified potential meant discarding the dross, unless it could 
be repackaged and sold off elsewhere. Despite Acacia’s technological focus, there 
was no room for the spirit of technical problem-solving that had characterised 
Remote Control and that had laid the foundations for its innovative abilities. 
With little regard for the existent culture and the regional identity, values such 
as commitment and loyalty were lost (see Scenes Four and Five in Act Two), as 
a family firm in the third generation was narrowed down to the exploitation of 
untapped potential within two market segments and streamlining the company’s 
operations into two product lines (leading to discussions about splitting the 
company in two, see Scene Three; Act Two).

Breeding an elite
The founding vision for Acacia had to do with building sustainable industrial 
values rather than with financial speculation. The ability to identify untapped 
potential (i.e. unrecognised by the present owner, or where the present owner 
lacked the ability or the resources to exploit it) was an attractive element for 
Acacia’s limited partners, who relied on the Acacia people for the management of 
their capital. Ambitions of market leadership could take time, or at least, required 
biding one’s time by awaiting the opportune moment to approach the market. “...
we’re a bit more than averagely long-term in terms of how we build companies.” 
(The Scout).

The expressed focus on the very best – the best companies, the best people, 
the best position  – reflected the high aspirations of the Acacia people, who 
shared a belief in the power of excellence: “If you’re not the best, then you don’t 
sell anything.” (The Implementor). All winners could not be picked up front; 
most ventures would prove their potential within three to four years. “If you’re to 
reach that position within a technology area then you need to have a pretty good 
momentum… after three to four years you know if it’ll work out.” (The Optimiser). 
Opportunities and market potential were seen as perishables, so Acacia closely 
tracked the growth prospect of each portfolio company. Here, Acacia learnt to 
pick its elite, and to concentrate its efforts on the most promising projects:



Jönköping International Business School

140

…as time goes by there are some who show more potential than others. 
(...) ...never mind how bad things are for those who perform poorly! 
We should maintain our discipline and actually allocate more time and 
effort to the stars. (The Implementor). 

To focus on the best and leave the rest stood in stark contrast with the common 
practice by many venture capital firms in Sweden to become actively involved 
when fire-fighting is called for (see Fredriksen, Olofsson & Wahlbin 1997). But 
with Acacia’s ambitions of demonstrating the superiority of Industrial Capital, 
fire-fighting was perceived as a ‘waste of good money’ by diverting attention 
from the breeding  of elite projects. “... it’s absolutely not worth the money to do 
a lot to help these poor creatures at the expense of dedicating too little time to 
these potential big winners.” (The Optimiser). Distancing oneself from portfolio 
companies that were not performing well enough required a disciplined approach, 
and implementing this tenet was something the Acacia people were learning to 
do with increasing efficiency, sifting out under-performing projects to be merged 
with other companies or incorporated into a conglomerate.

When the recognition of excellence matters 
One of the first things that came up early on in my conversation with the 
Optimiser was the role of credibility. “...credibility ... is a very important factor 
in this whole industry. You venture on people who you believe can build good 
companies, who you believe are good managers....” In a world where everyone 
was looking for ways to win the game, it was especially important to distinguish 
one’s concept from that of competitors. As one of the portfolio managers of the 
private superannuation fund explained, the decision to back the Optimiser and 
his associates was based on an assessment of their ability and the plausibility of 
them being able to follow through what they promised: 

... it’s up to us to try and evaluate in an intelligent way whether they 
have some kind of unique knowledge that they can add. And what have 
they done previously which makes it plausible that they actually can do 
what they say that they will? And is that something unique? 

The effort to be recognised as a newly arrived but serious actor within a specific 
industrial field rimed well with an organisation’s quest for legitimacy as it seeks 
to retain necessary resources (e.g. Suchman 1995). But credibility in terms of 
the merit of one’s concept being recognised by others was also intrinsically 
rewarding to the Optimiser and his associates. Acacia’s founder expressed his 
own involvement with the Acacia initiative in terms of proving the merits of a 
superior model: “It was tempting to show others that it’s possible to do much 
better in that niche than as a more straightforward VC.” What mattered here 
was the recognition gained from a performance that was perceived by others as 
superior. 
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Directing the show
Before the Acacia company was founded, the Optimiser and his associates 
were concerned with building credibility, launching the Acacia Magazine in the 
summer of 2000, and actively working with public relations in order to build a 
brand that should convey both trustworthiness and differentiation. Visibility on 
certain arenas, such as conferences and industry events, served to establish a 
network of contacts with people who could serve as future partners, management 
teams and board members in Acacia’s portfolio companies: “We’ve put in a lot 
of effort in building our networks with people that can complement us. (…) And 
that’s also one of the reasons why I do a lot of other things. It was a conscious 
decision to establish these industrial contacts in Sweden.” (The Implementor). 
Brand awareness permeated all of Acacia’s activities from the strategic core 
down to its portfolio companies. Affiliation with the ‘right’ people, including 
those customers who, if retained, would give others the courage to follow, was a 
key to showing others one’s position and potential (cf. ‘cultural entrepreneurship’ 
as the telling of stories in order to enhance reputation in Lounsbury & Glynn 
2001). 

…it’s really important with positioning, winning the right customers, 
showing other customers who are selecting products that those who 
matter in the industry – if you’re in telecom, the right operators are 
important to have as customers so that other operators have the 
courage to go for it. (The Optimiser). 

Behind such a ‘pragmatic legitimation’ strategy (see Suchman 1995)15 lay the 
belief that excellence mattered only insofar as it was recognised by an audience: 
“It’s not the best product that wins; it’s the one people believe is the best product! 
(…) One can be great and have satisfied customers but if no %¤& knows about 
it then it’s not worth much!” (The Optimiser). Though Acacia’s strategies for 
investment involved applying recipes across the whole portfolio, reputation-
building was tailor-made to the audience in question – depending, for instance, on 
whether the audience comprised people from the industry or venture capitalists:

...what is perceived as important entirely depends on the audience in 
question. So it’s all about being able to adapt your message so that 
the audience can... understand it in the best way possible. (Partner 
Corporate Finance). 

In this sense, Acacia was striving to direct the show.16 On the one hand, the 
Acacia people sought to be identified with a specific industry, where it was possible 

15 Reviewing the literature on organisational legitimacy, Mark Suchman (1995) distinguishes 
between pragmatic, moral and cognitive legitimacy, where strategies for gaining pragmatic 
legitimation focus on conforming to market demands, building reputation and diffusing 
image. 
16 This went beyond concerns with reputation-building as a prerequisite for effective fund-
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to benchmark performance with ‘industry peers’, where people shared the same 
language and implemented common practices. On the other hand, the Acacia 
people were legitimising their existence by emphasising the distinction of their 
own approach to that of any average VC actor in Sweden.17 The Optimiser and his 
associates took pride in the establishment of a platform that distinguished itself 
on the basis of being carefully thought-through, also in terms of who endorsed 
the company. “We were very clear on what kind of owners we wanted. Instead 
of doing like everyone else...” (The Scout). With prior experience of external 
financiers, the Optimiser and his associates had approached investors who would 
rely on the industrial knowledge of partners when investing in private companies. 
Consistent with its pragmatic outlook, Acacia complied with the demands that 
came with retaining the endorsement from these sought-out investors, setting 
up a fund overseas and submitting to the ‘final blessing’ of an external decision 
committee – even though this was perceived as cumbersome. 

Commenting on the role of the limited partners, the Scout contended that 
they were partners, supporters, who worked ‘intimately’ with one another.18 By 
convincing the limited partners of their ability to exploit untapped potential, the 
Optimiser and his associates secured the necessary room for mining the ore. The 
issue of how to build successful business was ‘owned’ by the venture capitalist 
as long as the targeted outcome remained wealth creation. “We decided upon our 
own strategy, and then we promoted it to our investors. ...they don’t interfere with 
the strategy. It’s more the conditions and so forth. So we own that, and it’s what 
we’ve believed in.” (The Implementor). 

From the financiers’ perspective, the direction of the show was in Acacia’s 
hands. But in order for Acacia to implement its streamlining intentions, it was 
crucial to secure influence at all levels. “…we like to have control and influence, 
and not have to talk drivel with other owners about how the business should be 
built and structured…” (The Optimiser). Even though majority holding were not 
always possible, Acacia would not invest without free play to tap the potential: 
“…we don’t want to invest in anything where we can’t take part in running the 
companies, getting them where we want!” (The Scout). In cases where majority 

raising in a competitive environment, because it was also a necessary implication of striving to 
hand-pick venture projects with industrial potential where the present owners had not considered 
selling the business. 
17 The need to emphasise the distinctiveness of their approach was salient in the stories of 
the Acacia people, whose concept of Industrial Capital involved little novelty in terms of 
implementation. In comparison, the Lucina people did not argue for the distinction of their 
Sympathetic Capital approach, because it was part of their experiential knowledge. 
18 Regardless of how ‘intimate’ the relationship with the financiers was, no item was presented 
to the external committee for formal approval until consensus had been reached internally.
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holding was not possible, this meant that there would be an agreement as to Acacia’s 
leading role in terms of dictating the strategic direction of the company.19

When the Acacia Company was founded, the initial partners agreed on 
wireless technology as the domain for its activities. Specialising in a specific 
technology made sense because it enabled Acacia to build solid knowledge in 
one domain and not have to rely on the judgement of external consultants in order 
to make decisions: “We agreed ...upon the strengths of … living in something so 
that you know it really well.” (The Scout). This limitation had been previously 
noted by the Optimiser with regard to one of the financial investors in his former 
company. All of Acacia’s initial partners had a background in telecom or IT, and 
were familiar with wireless technology in one way or the other: “Everything that 
had to do with telecom was natural, you could say…” (The Optimiser). In this 
sense, even though none of them had worked with venture capital previously, they 
were on home turf when it came to the kind of commodities that they dealt with: 
“...we’re doing something we know; we don’t invest in companies in areas we 
don’t understand.” (The Implementor). According to Acacia’s line of reasoning, 
a narrow focus was imperative in order to exercise influence on the basis not only 
of formal control but also of one’s knowledge of the industry. “If you want to work 
so as to make use of what you know yourself about the technology, the industry, 
then you have to be narrow.” (The Implementor). But a focus on wireless was 
too broad, because of all the different combinations that could be made with the 
technology. Diversifying into industries and settings which one did not know 
would limit Acacia’s possibility to influence its investments. ”...we find ourselves 
in complete darkness! We can’t verify any numbers, any plans – we don’t have 
a clue about what they’re talking about!” (The Scout). As the Acacia initiative 
unfolded, the Acacia people were continuously redirecting focus to activities 
where they saw the possibility to orchestrate events.

View from the top
Acacia’s approach to investments resembled what one would expect from any 
industrial group looking for opportunities to implement its strategy: 

... You start from the top and look at industries, trends, technology 
trends etc. Based on that you identify a number of areas you believe 
present interesting opportunities for companies to exploit. And in these 
areas you try to spot the leading actor. And if you don’t find [such an 

19 Initially, Acacia had been more open to syndication. Sharing ownership with other actors 
brought with it the additional security of sharing the risk of a downside. Acacia did not focus on 
such companies who were in need of external support in order to make it, but rather on the ‘best’ 
companies – those that were doing well and showed a potential to perform even better. Sharing 
ownership would therefore also mean the inconvenience of sharing the expected upside. 
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actor] then you’re no stranger to setting up companies of your own… 
(Partner Corporate Finance).

From an agency perspective, the relationship between Acacia and its companies 
was characterised by the portfolio company being an agent for its principal. In 
this sense, Acacia’s outlook was very similar to that of an industrial group, with 
the exception of having to liquidate its holdings, since success was determined 
by gains made on capital rather than on dividends. A company was a commodity 
that could be assembled, bought and sold, depending on the interests of its owner. 
“It’s the same with all venture capital companies; we’re not supposed to live off 
the companies, we’re supposed to live off selling them.” (The Implementor). In 
this perspective, it was as if Acacia had outsourced its own industrial activities to 
portfolio companies, which then became its extended arm to industrial markets. 
Every investment was thus a tool for implementing Acacia’s strategy as an 
industrial investor.20

Acacia’s thinking meant that they relied on people who would implement 
what they wanted to do by executing business recipes generated from the Acacia 
headquarters. On a semi-serious tone, the Optimiser compared his leadership 
style to that of an ‘enlightened despot’ – someone who used his knowledge of 
the bigger picture to influence the way of things. Asked about Acacia’s most 
important mission, he defined it as the coaching of companies rather than of 
individual people. Such coaching relied on commanding the direction and the 
focus of people’s efforts, as well as being ‘a sounding board’ to lead people on the 
right track. The Optimiser expressed a particular liking for ‘doers’: “... we’re very 
fond of what we call doers ... people who have done this before in a … medium-
sized company, who have experience.” (The Optimiser). Accordingly, the Planner 
was recruited early on as the negotiations with Remote Control were initiated. 
Having taken on the position as new CEO of the company, he was coached 
through two channels – the Scout, the investment manager responsible for that 
particular investment – as well as through Remote Control’s chairman, who, after 
some initial rearrangement was one of the Implementor’s former colleagues. 

Such ‘doers’ were not expected to become too attached to the companies 
they directed, since management resources would continuously be replaced or 
rearranged as the company faced new challenges: ”It’s some kind of relay ...” 
(The Optimiser). Others were seen as obstacles if they interfered with Acacia’s 
strategies for company-building. Acacia would much rather set up a company 
of its own, with people hand-picked for the occasion, than invest in a team of 

20 The partner in corporate finance compared Acacia’s way of operating with that of a buy-out 
fund. However, this did not relate to targeted investment prospects, which had little in common 
with companies which, in face of crisis, were in need of a turnaround in order to stop the 
bleeding. 
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founders looking to develop a business idea of their own.21 “To start it ourselves 
is something we’re up for, and then we select the team and everything from the 
start” (The Implementor). Sharing ownership, particularly with the founders of 
a business was a source of rivalry that was best avoided: “...we discover that the 
process often becomes very long, it takes a lot of energy and time before we find 
the right forms with a collective of founders...” (The Scout). 

Coaching companies involved the challenge of retaining a focus on the big 
picture even when moving in on the details of a particular project. Especially, 
relationship-building with people at the operative level (e.g. the CEOs of the 
portfolio companies) could get in the way of the sober perspective that was 
necessary in order to maintain a pragmatic focus on wealth creation. One way of 
addressing this issue was to rely on two teams for investment, meaning that there 
would always be co-workers with no involvement in the particular investment who 
could assist with critical thinking and act as ‘devil’s advocates’. “One builds a 
relationship with these people. And those who do that can be emotionally attached 
to the companies as well. (…) That’s why ...we have some people who sit there and 
question it”. (The Implementor). On the other hand, maintaining a macro view 
of the portfolio depended on a strategic core that remained distanced from the 
operational realities of the portfolio companies. This role was closely connected 
with the Founder, even if all of the partners participated in the decisions that were 
made. I asked the Scout, then formally the CEO of Acacia, about the company’s 
dependence on its founder. “Today we’ve reached the point where we would do 
without the Optimiser if we had to. We couldn’t have done that a year ago, then 
we would have had to disband had the Optimiser wished to call it quits…” But 
even though the partners were confident that they had built the company in such a 
way that it was not dependent on any single person, the outcome of such an event 
remained uncertain.22 

Let the market be the guide
Acacia’s contribution relied on its ability to read and translate market signals in 
order to act upon opportunities as they presented themselves. There was strong 
concern with timing, with the Optimiser and the Scout continuously monitoring 
market and technology trends. “... we’ve had our own vision. (...) we try to identify 
areas on our own – we don’t turn to Gartner or Forrester...” (The Optimiser). 
With a view from the top, Acacia was able to spot attractive market opportunities 

21 Acacia’s expressed preference for ‘doers’ reflects the Tayloristic view of human resources 
as the pinions in a greater machinery, whose interference with the settings of an assembly line 
would threaten manufacturing efficiency. 
22 In late 2006, as I was visited the company web site, I noticed that the Optimiser was now 
the formal CEO of the company, and that the Scout was no longer formally part of the Acacia 
team. It reinforced the impression that the Acacia vision of streamlining recipes for success was 
anchored in one mastermind. 
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before any other financial investor had yet realised its potential. “...we were the 
first worldwide to invest in w-LAN...(....) because we carefully considered what 
we thought of the market and the technology.” (The Optimiser). 

However, this did not mean that Acacia invested in innovative companies 
with new technology. “We’re not into companies that deal with revolutionising 
new technology... It’s rather companies that use established technology in a new 
way.” (The Implementor). Acacia’s portfolio did not include any revolutionary 
ideas, because the outcome of such ventures was considered far too unpredictable. 
“We are not much for risk-taking in that sense ... And [here] one has much 
more control of the process… If it’s a new technology ... that feels very much 
like a casino.” (The Optimiser). They needed business models that had proven 
their merits, where the potential for growth was apparent and not a gamble. 
Instead, what captured their interest was products that had already been proven 
competitive, but where there was enough potential to exploit before the market 
would be saturated. “…they should have a product and have proven something, 
shown that they are competitive in some way.” (The Implementor). Here, emphasis 
was placed not on the product, service or company itself, but on market timing, 
on riding the surf wave just as it was rising:

… the areas that we go for must be such that we believe in ... their 
growth, that it’s the right timing ... And the more proven it is, the 
better it is for us.... (...) ... right timing is not just about being as late 
as possible; it’s just as well about not ... sitting there waiting for the 
market to catch up. (The Optimiser). 

The selection of wireless technology as the basis for Acacia’s investments was 
guided by the market: “…it’s an area where we have a lot of natural conditions; 
high penetration, we have an industry… (...) It’s one of the few [areas] that still 
holds its ground as a growth area.” The merits of wireless technology were 
related to the fact that wireless products were expected to be in demand for 
another twenty-five years, and that this segment therefore was “...not a fling or 
something stupid like that!” (The Scout). As I wondered about the needs that 
were met by such technology as “lamps without cords”, it was clear from the 
Acacia stories that what they offered to the market was of lesser importance, as 
long as they tapped into the potential of a future scenario where everybody and 
everything would be communicating without the inconvenience and limitations 
imposed by wires (see the vision for Remote Control in Scene Three, Act Two). 

The Acacia people were looking for improved implementation of established 
technology, finding uses for something that was already known to the market. ”…
the companies that we’ve entered are ...more into execution… it’s a good idea but 
it’s not completely unique, there are others who are doing something similar.” 
(The Optimiser). In Acacia’s world, being unique was about doing some aspect 
of the process differently than others so that one was perceived as distinct from 
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one’s competitors. “All of our thinking regarding positioning and these things is 
about finding something that makes the company unique... positioning, owners, 
customers... and then the whole package becomes unique.” (The Optimiser). 
Hence the emphasis on marketing, promotion, brand building, on controlled 
exposure and attention to reputation. As Acacia’s CEO summarised it: “You can 
be brilliant and have bad products and still succeed.” This was a world where 
image, not substance, made all the difference (cf. Alvesson 1990). 

Keeping the dream alive
To Acacia, venture capital was a business model. In this sense, Industrial Capital 
was in line with strategic choices made in the Optimiser’s former company 
group, where external owners became a means of procuring financial resources 
and of increasing perceived equity value. As the Optimiser and associates were 
looking for funding, the ‘pitch argument’ was to achieve higher-than-average 
returns on capital by adopting an industrially focused investment strategy. This 
would enable Acacia Capital to draw upon the same kind of advantages as any 
conglomerate or industrial group targeting specific industries or technological 
sectors. 

Acacia’s concept of combining an industrial way-of-thinking with a financial 
model brought with it the challenge of winning the game with a set of given 
rules. Just as Acacia saw the financial life form as a tool for meeting their own 
interests, so the investors saw Acacia as a tool for generating preferred returns 
to their principals. In this sense, it was a reciprocal relationship of self-interest. 
An investor’s preferred returns were one thing. An investor’s investment cycle 
– how quickly the capital should be circulated – was yet another. Juggling these 
two financial aspects was referred to as ‘IRR versus multiple’: 

To get an IRR of 100 per cent after getting back the money, plus a fairly 
good sum on top of that within two months and then one should find 
a new placement... One could have very high IRR numbers but very 
short investment cycles. And there you find various views, and it’s all 
about balancing that in some kind of sensible way. The ideal would 
obviously be both to generate high IRR and have a good multiple. (The 
Optimiser). 

This surface tension between financial and more industrial interests was 
discernable also among the Acacia people: 

Take a simple thing like saying that we should build good companies, 
and then we’ll make good returns, or to put it the other way around 
and say that we’re to achieve the best returns possible, which we do 
by building good companies. (…) … even internally we can have some 
friction when it comes to the order [of the initial statement], right? 
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...The distinction is subtle but extremely important! (Partner Corporate 
Finance). 

‘Industrial capital’ was a wide enough concept to be interpreted in various ways. 
This was desirable from Acacia’s pragmatic standpoint, because the vision of 
exploiting untapped resources was dependent on keeping the dream alive.23 Here 
the constituents had their own particular ‘dream’. Many of the rules of the game 
incorporated into the venture capital life form were inherited from those rules 
that the limited partners were subject to in their own organisations. In the end, 
their own performance was assessed in hard numbers, and so this was where they 
could distinguish themselves: 

We’re small and square; money for our pension beneficiaries, money for 
our pension beneficiaries, money for our pension beneficiaries – these 
are our three objectives! … that’s the basis for how our performance is 
measured. (Portfolio Manager of private fund).

The ‘sustainable values’ envisaged by Acacia were values insofar that they 
could be measured and reported back to the financiers, who would eventually 
determine the ability of Acacia to raise a new fund for investment: “… no matter 
how good we’re at building good companies, we’ll be evaluated based on one 
thing, and that’s our returns.” (Partner Corporate Finance). Value-adding had 
little to do with how well the Acacia people performed towards their portfolio 
companies. Instead, it involved the value of Acacia’s portfolio comapred to 
the performance of similar portfolios of the same vintage managed by other 
intermediaries. Therefore, performance was benchmarked and closely tracked, 
with an ownership plan for each company portfolio being presented regularly to 
the committee with a fresh assessment of expected returns. Again, for the private 
fund, keeping the dream alive in terms of the expected returns for the total of 
committed capital24 was of primordial interest. 

Concerns with keeping the dream alive imbued also Acacia’s attitude to exit, 
where the market signals of a potential action had to be carefully considered 
beforehand, so as not to discourage potential buyers:

… if I’m to buy a company from you and you say: “Well, I won’t stay 
for long.” The price just went down ninety per cent in that very second, 

23 At a doctoral course on corporate governance in Halmstad, Sapienza offered the following 
illustration (from the story of Moby Dick) of the desirability of goal alignment in a cooperative 
relationship: the financiers expedition anticipated high returns on whale oil, whereas the hidden 
motive of the captain was in fact to destroy the white whale. Had he not kept this motive hidden 
from the investors, the expedition would not have been possible and this goal would not have 
been accomplished. (H.Sapienza, personal communication, spring 2000).
24 The rate of return was assessed in relation to committed capital because, although this total 
was not invested, it could not be put into circulation elsewhere. 
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you see! Hello-o! Why are you actually selling?? You can’t do that! 
(The Scout).

For any venture capital firm acting as a financial intermediary, disappointing 
the expectations of limited partners was of potentially dire consequences, 
affecting one’s reputation, and thereby one’s ability to raise new funds. One of 
the representatives of Acacia’s investors made it clear that facing any change 
in ‘key man event’ it remained the prerogative of the members of the external 
committee to take necessary action. In my conversation with one of the portfolio 
managers at the private fund, he offered an anecdote to illustrate the depth of 
their relationship with the management companies, including Acacia:

Once upon a time, ten years ago, I applied for a job that was advertised…
There were 180 applicants. Four weeks passed, and then I called the 
[guy at the] recruitment agency in order to find out how things were 
going. He said “Sorry, it didn’t work out.” Why not? “Well, there were 
so many applications that I split the heap of papers and threw away 
half of the applications. I said; they’re unlucky! And who the %&¤& 
would want to employ somebody with bad luck?” The point is that ... 
the screening [of managers] is a lot about taking a bet on who do we 
believe will be lucky! 

In the Acacia world of venture capital, there was no room for loyalty as in holding 
on to a relationship even when it would not be immediately opportune to do so 
because there are benefits to be expected in the long-term. Such softer values had 
an alternative costs, in terms of the pay-offs that could have been reaped elsewhere. 
For the holders of the funds, their own performance was dependent on keeping the 
committed capital in circulation (cf. ‘fragile trust’ in Ring 1996). Trust between 
parties with outspoken self-interests would amount to an assessment of the costs 
and benefits of cooperation and defection (cf. the prisoner’s dilemma in Cable & 
Shane 1997). However, even if such concerns were acknowledged internally by 
the Acacia people, they were not discussed with an external audience. Instead, 
the stories of the Optimiser and his associates stressed the positive features of the 
venture capital ‘life form’ (cf. Lounsbury & Glynn 2001):

Sure, we don’t know what happens when the fund comes to an end, but 
so what? No one really knows what happens! And if we perform well 
then we have great opportunities to do something else, and if we don’t 
then our opportunities are reduced. But the same goes for any job! 
(The Implementor). 

Similar argumentation pertained to the future of the portfolio companies, where 
the exit decision would have to fall within the life-span accorded to the venture 
fund (five to seven years), even though such a decision might be optimal for the 
company in question. From the perspective of the Acacia partners, in a world 
of uncertainty, a six-year investment horizon with a stable management fee was 
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considered to be a comfortable situation, when comparing with the conditions 
for management in an industrial subsidiary. ”Here we have closer contact with 
the owners and perhaps have a bit more long term… it’s really more predictable 
here, in some ways.” (The Implementor). 

On-going discussions and negotiations in 2003 regarding an annex fund that 
would fund the more lucrative holdings of the portfolio indicated that Acacia’s 
vision for venture capital in terms of exploiting untapped resources was not 
limited to a particular instrument for investment, but that any instrument would 
be considered as long as it was conducive to Acacia’s intended purpose. As the 
Optimiser pointed out, why exit an investment simply for the sake of making an 
exit, when it would be more lucrative to stay with the company as an industrial 
owner? In this sense, the streamlining vision for the Acacia initiative transcended 
the selection of a particular instrument for financing.

Streamlining (venture) capital from the receiving end
Streamlining (venture) capital captures the vision for Acacia’s initiative, where 
ventures are the means to manufacture capital for those who own and control the 
resource. The kind of venturing that will be sponsored in this case depends on 
the strategy that is considered winning at a particular point in time. This strategy, 
in turn, is triggered by opportunities that open up as other players make their 
moves in the game. Such a concept may be called Industrial when this suits one’s 
purpose, but then again, it might take on a different epithet when this is called 
for. 

Streamlining (venture) capital is about dominating the world by selling demand, 
finding ways to simplify and standardise so as to control risks and exposure. As 
the former owner or founder of a venture, you will see the operations of the 
company streamlined for market leadership, as focus is placed on exploiting the 
untapped potential of what you have achieved up to that point. Your reward in 
terms of ‘psychic income’ will be the recognition that comes from reaching a 
position you may never really have believed would be within your reach. “Then 
it would become something big, you see?” (The Provider). 

If or when it seems unlikely that your venture will reach a dominant position, 
the project becomes a liability, useful to the extent that it can be repackaged 
to earn market value. As an entrepreneur, you will be expected to efficiently 
implement decisions that come from the top of the hierarchy where emphasis is 
placed on the big picture, and to make way for the involvement and position of 
those of better reputation. In this process, you will find that much of what you have 
toiled to create is by others seen as dross. Streamlining is about narrowing down, 
about taking away what may lead to split focus, in order to enhance and exploit 



The Acacia Initiative

151

the potential of that which can be replicated so as to build industrial values. This 
is why the Acacia Act came to be called the ‘unexpected taste of excellence’.  

Moving on from the stories of contemporary initiatives in the Swedish venture 
capital, I will now take a look back at how the phenomenon emerged, searching 
for the vision for venture capital as it was originally intended. 
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CHAPTER 7 
Venture Capital                         

as Originally Intended

Second Scene: The Lecture
The scene opens revealing the empty stage of a lecture hall. Dim lights are cast 
as a slim figure emerges from the shadows. There is complete silence. Then a 
voice rings out…1

THE GENERAL (addressing the students): Gentlemen… (Clearing his throat, 
then continuing in an authoritative voice). In this class, I hope I will be able to teach 
you and help develop an attitude that will be useful in Manufacturing. I want you 
to have an ability to pick and lead people in such a way that they will do things 
they did not think they could do. This is the quality of a great business leader. 
To help you develop this attitude I would like to emphasize several important 
factors. First, you must train yourselves to be imaginative. You must look beyond 
to see objects which you can improve. To do this, you have to realize the needs 
for which the object is made – learn to think about how it was made, why it was 
made, who is going to use it, and how it is going to be used. Next, you must be 
able to get correct information. Previously, technology was simple, progress slow 
and it was possible to take ten years to succeed by making inevitable mistakes. 
The truth is that today there is no more time for learning by doing2. 

(Pausing slightly, then resuming). I have a story of a streetcar, an old-fashioned 
streetcar. And the story is this: If you stand at rest and try to jump on a moving 
streetcar, you break your neck. If you gather speed then jump on the streetcar, 
you stay on it, and ride with it. (Eying the students in the lecture hall.) So that’s 
the attitude I want you to learn. If you have been aware of the world around you, 

1 Unless stated otherwise, the dialogue is based on quotes by Georges Doriot taken fromUnless stated otherwise, the dialogue is based on quotes by Georges Doriot taken from 
Udayan Gupta’s account of his life, teaching and practices (2004), as well as Doriot’s own 
teaching notes compiled and published by the French Library in Boston (1993). 
2 From the interview with Georges Doriot in 1968 by Roger Priouret (1970:77); own 
translation.
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then you will be able to meet new problems as they come along. Finally, you 
must be able to prepare yourselves for crisis. On the threshold of crisis it takes 
courage, stamina and fortitude in order to be successful. You young men must 
decide now whether or not you have these qualities essential to the make-up of a 
good manufacturer. 

Do not think that operating a company is operating a factory. You must broaden 
your concept far beyond this… Companies must carefully craft a technological 
strategy – uncertainty requires that you develop and strategize around hunches, 
not predictions, accompanied with a clear sense of direction. Understand the 
customer’s needs in spades, rather than depend on being able to predict the future 
of technology. We need personal appetite for change and progressive innovation. 
Technology can cause the building of real businesses that could bring about 
economic transformation. Let us set new goals, new ideas, and new visions! Let’s 
not be prisoners of bad habits and non-constructive thoughts! Let us escape from 
whatever prevents us from being daring, kind, thoughtful, and imaginative! Let 
us be honest with our families and with our nation! 

People and ideas are our assets; their measurement, our problem. Analytical 
aptitude in itself leads to nothing, except making a good analyst3. What’s more 
critical is not business administration, but rather business direction. To be 
effective, we must not drift. We must have a sense of direction, know enough, 
be observant enough to modify it and have the will power to drive towards our 
determined goal. We must acquire a pattern, to be improved as we go along, of 
course, but it is imperative that we have a pattern, or perhaps we may say “a set 
of habits” or a minimum code which is so much a part of ourselves that operating 
under and within it more or less automatically gives us strength and frees our 
mind for forward thinking and action. Power to do well comes with freedom 
of action. Clear and good habits, constantly improved, give a man greater 
competitive ability in the use and application of time and in the constructive 
utilization, direction and application of his mind, intelligence and will power. We 
are not outlining a course; we are attempting an experimental method of living 
in today’s world. 

Setting high goals stimulates ability but means you need patience as well to 
realize their fulfilment. You have to make many decisions, you are intelligent and 
experienced. You have great reasoning power. Before you decide on anything, 
consult your heart, and please realize it should have priority. Sometimes, to be 
right you must stand alone. Sometimes, it takes great sacrifice to be right. It’s the 
simple things that count in life. The complicated ones I’m not worried about, you 
can figure them out. I know you will have to seek counsel from this time on. Your 
problem is to learn how to ask for it. 

3 Priouret (1970:77), own translation.
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Gentlemen, I suggest that you start a Manufacturing notebook. It should 
become a habit to carry through life. It should become the mirror of your thinking. 
I repeat. It should become the mirror of your thinking. 

The lecture hall falls into silence.

The origins of a venture capital idea
Since its early years following WWII, venture capital has gained legitimacy as 
an asset class of its own (see Burgel 2000) and a globalised industry4 branching 
across national borders. The venture capital phenomenon is commonly seen 
as the diffusion and adoption of shared practices (e.g. Avnimelech, Kenney & 
Teubal 2005; Bruton, Fried & Manigart 2005; Isaksson, Cornelius, Landström & 
Junghagen 2004) encouraged by strong normative influences in the environment, 
such as a powerful trade association (see Reiner 1991).5  This is mirrored by 
the search for recipes enabling a world-wide reproduction of the ‘venture 
capital experience’ (e.g. Avnimelech et al. 2003). Commenting on the role of the 
American venture capital market as a benchmark for similar markets around the 
world, including Sweden, Anders Isaksson contends that “Around the world, 
everyone glances at what is happening in the U.S., and governments are trying 
to find incentives and remedies in order to copy the ‘genetic code’ of the U.S.” 6 
(1999:5). Fuelled by rhetoric from ‘fashion-setters’ such as business mass-media 
publications and business school, sustained by mythical stories (cf. Bygrave & 
Timmons 1992; Zider 1998), the broad diffusion of venture capital as a solution 
for business development gives evidence of a fashion, i.e. a wide-spread belief 
that such a technique is at the forefront of progress (see Abrahamson 1996). It 
mirrors what I experienced as I plunged into the venture capital debate before 
the collapse of the ‘IT bubble’, namely that venture capital was a labelled 
solution which merit seemed almost taken-for-granted, recalling the observation 
by Barbara Czarniawska and Berward Joerges that “Words are turned into 
labels by frequent repetition in an unquestioning mode in similar contexts, so 
that a possible “decentralization, why?” will give way to “decentralization, of 
course!”…” (1996:32).7 In this chapter I will go beyond statements of ‘venture 

4 However, when the term ‘industry’ was introduced as a label for the venture capitalHowever, when the term ‘industry’ was introduced as a label for the venture capital 
phenomenon in the U.S. it was received as an ‘alien idea’, an academic construct of a reality 
that was not recognised by practitioners (see Brickner 1975:10).
5 Trade associations representing a venture capital ‘industry’ now exist in most, if not all, 
industrialised countries (e.g. the NVCA, the EVCA, the SVCA; see Isaksson 2006 for the 
Swedish setting).
6  Own translation.
7 In other fields such as world development, the objectified idea of venture capital is held forth 
as a tool for alleviating poverty in the Third World, as a follow-on step to micro financing (e.g. 
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capital, of course!’ in order to examine the visionary origins of the venture capital 
phenomenon. 

Venture capital as an objectified idea - the Swedish example
The proliferation of venture capital in Sweden can be seen as one illustration of 
how an objectified idea emerges in the search for a socio-economic remedy. It can 
be traced back to the seventies when the conditions for small and medium-sized 
enterprises (SMEs) were being discussed in the economic context of stagnating 
growth rates and lack of renewal (see Olofsson 1986). As the crisis persisted, eyes 
turned to the international arena to identify solutions that could be transferred to 
Swedish conditions. 

During the 1970s many state officials and university researchers came 
into contact with the American venture capital market. In the U.S., 
a fast upswing in the venture capital market had followed from the 
reduction of capital gains tax from 48% to 20%. They also became 
familiar with the SBIC, which had been initiated in the late 1950s. 
Armed with this knowledge, more and more people became interested 
in the phenomenon of risk investment, and by the end of the 1970s 
pressure groups including representatives from state organizations like 
SIND and STU, government department employees, and university 
researchers emerged with the aim of creating the right conditions for 
establishing a venture capital industry.  (Fredriksen 1997:21). 

By the beginning of the eighties venture capital in the U.S. had lived through 
a turbulent history, but its continued existence was ensured as the fledgling 
industry became supported by both political parties as a core component for 
competitiveness (Avnimelech et al. 2005). Inspired by the expanding venture 
capital market in the U.S., various forces advocated the creation of Swedish 
‘venture capital’, which would effectively stimulate the development of SMEs, 
especially technological ventures8. Field trips by both private capital and state 
authorities were made to the U.S. in order to observe the venture capital market, 
and in late 1981, two representatives of the consultancy firm Venture Economics 
Inc., Norman Fast and Stanley Pratt, the first of several key venture capital 
individuals to visit Sweden (Fredriksen 1997). In the previous year, a state-led 
inquiry into the economic situation of SMEs headed by Johan Nordenfalk had 

Reve 2005). 
8 Though the Swedish venture capital industry emerged several decades after its establishment 
in the U.S., Swedish investors were not unfamiliar with its operations. When Georges Doriot, 
chairman of American Research & Development (ARD) established a subsidiary in France (the 
European Enterprises Development Company S.A.) in the early sixties, one of its institutional 
stockholders was the Swedish corporation Aktiebolaget (Bygrave & Timmons 1992). 
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been commissioned. In an interim report that was published in 1981, the inquiry 
emphasised the need to improve the opportunities for attracting external risk 
capital (as opposed to internally-generated capital for growth), and especially 
highlighted the American model of Small Investment Business Corporations 
(SBICs) 9, which was a particular form of venture capital companies that had 
emerged in the sixties (SOU 1981). Together with a report published by STU in the 
same year, the Nordenfalk inquiry suggested the creation of private investment 
companies according to the SBIC model, as an alternative to state-led initiatives. 
“People began to think about partnerships between private and state capital 
and the Department of Industry began to work on plans for a Swedish SBIC.” 
(Fredriksen 1997:21). 

Swedish venture capital tells the tale of how one particular model for venture 
capital, the SBIC model became the norm. But objectification leaves questions 
such as the intended purpose and meaning of a particular idea unanswered. Such 
questions turn attention towards venture capital as it was originally intended, 
leading us to dwell on the background for venture capital and a pioneering vision 
that emerged in this context. 

Ad-venture capital10 and early pioneers
Venture capital has perhaps in its crudest form existed throughout the industrial 
era11. In the face of grand projects such as the building of pioneering railway 
lines across the American continent, of dams, of mines or of canals, consortia 
of wealthy investors were called for to put up the necessary funding. In 1914, 
three independent and financially weak companies were financed and merged 
by a group of wealthy individuals into what became the International Business 

9 The SBICs were established by the Small Business Administration (SBA) following the 
SBIC Act in 1958, with the intention of creating regulated, government-licensed pools of 
venture capital. SBIC legislation encouraged debt leveraging, thereby creating a capital 
structure that encouraged the use of debt as well as equity instruments in financing companies, 
so that the debt service requirements of the venture capital organisation could be met. (Bygrave 
& Timmons 1992). 
10 References to venture capital as adventure capital can be found in the popular press, in 
particular in reference to the ‘jumpy rides’ of the Internet era. One example is the following 
title: ‘Adventure Capital – A Cautionary Tale of the Venture Capital Circus and the Clowns 
that Run It’ (Capita 2005). William (Bill) Elfers of Greylock Capital (a venture capital firm 
founded in 1965) recollects his experience as a venture capitalist in a book titled ‘Greylock: An 
Adventure Capital Story’ (1995).  (Prior to the founding of Greylock he was an employee of 
ARD for 17 years.). 
11 Some will even argue that we can trace venture capital activities back to Ancient Greece, 
referring to a clever wine merchant of that time who made fortunes on acquiring wine presses 
in the low season. However, I will refer to the ‘origins’ of venture capital as those pertaining to 
organised venture capital enterprises. (cf. Gupta 2004). 
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Machines Company (Hambrecht 1984). At the time, however, it would seem that 
the term ‘venture capital’ had yet to be coined, as these were not jointly organised 
investment efforts that extended beyond any particular investment project (cf. 
Gompers 1994). 

So when did we start talking about ‘venture capital’? Reviewing the history 
of American venture capital, David Hsu and Martin Kenney (2005:13) suggest 
that the term was first used by the chairman of Dupont Chemical, Lammot 
DuPont, in the company’s 1938 annual report. Going back to the proceedings of 
the Investment Bankers Association of America (IBA) 1939 convention, Martha 
Reiner (1991:201) explains how the President of the Association, Jean Witter, 
saw venture capital as a “…traditional component of some wealthy individuals’ 
portfolios—investment in “businesses in the experimental stages”.” Venture 
capital, in terms of funding allocated to ‘businesses in the experimental stages’, 
was thus not an unknown phenomenon in the late thirties; however, it was very 
much associated with the investment role of wealthy individuals, and as such 
remained to a great extent fragmented and unorganised (Gompers 1994).

Several wealthy families of New York are associated with the early years of 
venture capital. In a book edited by Udayan Gupta (2000), Benno Schmidt, one 
of the six original management partners of J.H. Whitney & Co, recalls John Hay 
(Jock) Whitney’s reasoning surrounding the founding of the firm in February 
1946. 

He had given a lot of thought to the absence in the economy of any 
organized source of capital devoted to financing new ideas, ideas that 
might have great promise but also carried substantial risk. Jock pointed 
out that neither commercial banks nor investment banks provided such 
a source of funding, and if corporations found new proposals worthy of 
funding, they would normally swallow up both the entrepreneurs and 
the idea. (…) He said he had decided to use $10 million to capitalize a 
small private firm that would be devoted to financing new enterprises 
found by the firm to have appeal and merit. It was his belief that a 
free enterprise economy such as ours would lose its dynamism unless 
there existed somewhere in the economy a source of new money for 
prospective entrepreneurs seeking to start worthwhile new enterprises. 
(:96). 

Though Whitney had made the occasional investment before the war, he lacked 
the organisation that could effectuate the necessary due diligence prior to 
investments, as well as provide assistance after the fact. Financial advisors were 
concerned with the sustainability of a firm with no continuing current income, 
but this did not keep Whitney from going ahead as planned. A first successful 
investment in a fertiliser manufacturer would seem to have proven the merits 
of the concept. Initially, Whitney & Co described itself as a private investment 
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company, but because the press insisted on making the reference to an investment 
banking firm, a new description was needed. Venture capital, with its connotation 
with risk and adventure, was a well suited suggestion.12 

Other wealthy families such as the Rockefellers13 (still active in venture capital 
investments through its firm Venrock), were also among the early pioneers to 
allocate funding for investing in new enterprises in a more systematic way. These 
actors shared a mix of concerns ranging from the financial to the ideological (see 
Reiner 1991). Perry recounts the motives driving what he calls ‘early venture 
capitalists’ who were progressive, even visionary: 

Other venture capital firms were started by progressive, even visionary 
founders, like General Doriot. (...) They were motivated by economic 
and noneconomic factors. Noneconomic factors often took precedence 
and included the desire to (1) build a viable business; (2) bring 
technological ideas, goods, and services into the service of mankind; 
and (3) be part of creating exciting new technologies. (1988:205). 

Likewise, in her research on early venture capital initiatives, Caroline Fohlin 
observes that “While the various venture capital institutions took on different 
shapes, sizes and focus, they all held at their core the ideal of creating new 
enterprises for the greater good.” (2005:1-2). Thus, the early days of venture 
capital were associated with something more than the purely financial trade.14

Labelling a solution
Venture capital, in its organised form, is seen by those tracing its origins back 
through time as an innovation that was instrumental in promoting a positive shift 
in the role of SMEs in the economy (see Reiner 1991). So what brought about 
such an innovation? Turning to Reiner’s analysis of the industry’s background, 
the main motives were related to the financial environment on the one hand, and 
of an ideological nature on the other.15 The economic climate preceding the late 
thirties was glum. The 1929 crash led both private individuals and investment 
bankers to shun what they perceived as risky investments. “Much capital moved 
from decision makers who had done venture investing but now were leery of it 

12 By the late fifties, Jock Whitney had left the course and care of the firm in the hands of 
Benno Schmidt (Gupta 2000). 
13  Rockefeller had a particular preference for investments in the aviation industry, and funded 
e.g. the Eastern Airlines (see Bygrave & Timmons 1992; Gupta 2000). 
14 It is interesting to note that community development or It is interesting to note that community development or social venture capital is credited 
with the same roots as commercial venture capital (see Sass Rubin 2001).
15 There are many excellent accounts of the environment and climate surrounding early venture 
capital initiatives (e.g. Reiner 1991; Gompers 1994; Kenney 2000).
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to decision makers bound by law and tradition.” (1991:201). Following fraud and 
speculative investment practices, further constraints were placed on institutional 
investors. With the Glass-Steagall Act of 1933, investment banking was split from 
commercial banking, and in the following year, the Securities Act created the 
Securities and Exchange Commission (SEC) which tightened regulation on issuing 
stock (Avnimelech et al. 2005). Increased taxes, the regulatory environment, as 
well as the increasing propensity of large corporations to diversify internally 
strengthened the contemporary belief that independent technology ventures were 
disadvantaged because of the lack of capital sources for small businesses. 

During the 1930’s in both the U.S. and the U.K. there were discussions 
of the lack of investment capital for small businesses. In the U.K. the 
1931 Macmillan Report identified a shortage of private sector funds for 
supporting small business. The report contributed to a contemporaneous 
debate in the U.S. about how to provide funds for the small businesses 
severely affected by the Great Depression. There was little agreement 
about what types of small businesses should receive funding and the 
proper vehicles for providing financing. (Kenney 2000:4).

With the New Deal programs, funds were made available to small business 
through public sources. At first these funds mostly comprised loans, but in late 
1939, the small business financing program, the second Mead Bill, called for 
the federal government to engage in equity financing. However, in many circles, 
the government’s role in financing new ventures presented a threat to private 
capitalism. 

Financiers began talking of “venture capital” in 1939, as they moved 
from the crisis of the Depression into the crisis of World War II. 
They perceived that the past decade’s social and economic turmoil 
would worsen and jeopardize private capitalism in the United States. 
Financiers linked the decline of investment in new enterprise to their 
own decline. Naming the venture capital problem focused attention on 
solving it. (Reiner 1991:200). 

The perceived threat of state intervention triggered a reaction amongst financiers 
that led to the emergence of a venture capital ‘ideology’, which emphasised the 
socio-economic benefits of a specialised instrument in the financing of new 
undertakings. Amidst the fears and concerns of the time emerged a vision for 
venture capital that went far beyond the safeguarding of economic liberalism, by 
envisaging an institution with a leadership role for the future.   

A vision for venture capital emerges
As an organised effort to both raise the necessary funds and engage in the financing 
of new enterprises, the American Research & Development Corporation (ARD) 
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is often held as the real starting-point for the venture capital industry (cf. Bygrave 
& Timmons 1992). It emerged in post-Depression New England amidst concerns 
with revitalising industrial activity. During the Depression, the local garment 
and textile industry was experiencing a severe decline. With big business being 
blamed for the profound crisis, two political ideas emerged, one emphasising the 
need for government support to small businesses, and the other calling for a halt to 
technological progress, blaming automation for the unemployment crisis. “These 
two separate debates merged in the thinking of a number of leading New England 
civic leaders who came to believe that the creation of small firms to exploit new 
technologies could contribute to the solution of the U.S. economic crisis.” (Hsu 
& Kenney 2005:7). The civic leaders of New England advocated new initiatives 
of the private sector that would provide funding to firms, in order to create new 
industries in the region. “Here was an appropriation of populist rhetoric that 
was repackaged into the recommendation that research should contribute to the 
creation of new firms and industries.” (:7). At the same time, a group of local 
bankers in the region had explored the possibility to provide financial support to 
small business through existing financial institutions, drawing attention to the 
need for long-term, equity financing – financing which fell outside of the normal 
function of such institutions. An organisation that specialised in the financing 
small, innovative firms seemed as the way to go.16

Among this group of thinkers was Brigadier General Georges Doriot, a 
naturalised French citizen and professor at Harvard Business School. Former 
employee of the future ARD (and Doriot alumni) recalls the birth of the firm: 

As a young professor at Harvard, he [i.e. Doriot] knew a lot of powerful 
people including the president of MIT, the head of Mass Investors’ 
Trust, and the head of John Hancock. They met in 1939 to define what 
was to become venture capital. In other words, they were asking if it 
wouldn’t be useful if there were money and advice available to support 
the entrepreneurial effort. They actually held their meeting, as I recall, 
the night the Germans invaded Poland. With the war, they put the whole 
program aside for seven years. (Charles Waite in Gupta 2000:224). 

Though early efforts had been stalled by the arrival of the Great Depression, 
ARD was established in New England in 1946. One of its co-founders was Ralph 
Flanders17, a New England businessperson who became the first president of the 
organisation. In an address to the National Association of Security Dealers in 

16 Already in 1911, and industrial development corporation established by the Boston Chamber 
of Commerce had led a brief three-year existence. A ‘precursor’ was established in New England 
by Stoddard in 1941 (Kenney 2000).
17 Also among the initiators were Karl T. Compton, the president of MIT, Lincoln Filene, 
another New England businessperson, and Merrill Griswold, president of Massachusetts 
Investment Trust (Hsu & Kenney 2005). 
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Chicago in late 1945, Flanders emphasised how the prosperity of the economy 
and of the citizens of the country was dependent on the vitality of new initiatives; 
“We need to marry some small part of our enormous fiduciary resources to the 
new ideas which are seeking support.” (Bygrave & Timmons 1992:17). Flanders 
pointed towards the difficulty of making funds available for new undertakings 
when such funds were increasingly concentrated in fiduciary hands, writing in 
the year following the birth of ARD that “We cannot float along indefinitely on 
the enterprise and vision of preceding generations.” (Hsu 2001:95; Gupta 2004:
xxi). 

American Research and Development Corporation  was something more (else) 
than a fiduciary, its mission being to “...aid the development of new or existing 
businesses into companies of importance.” (The Wall Street Journal 1999:15). 
The selection of its name (and of that of later counterparts in Canada and Europe) 
reflected the wider relevance that the founders attributed to their vision. Triggered 
by the perceived need for encouraging and supporting ‘enterprise and vision’ 
for the future, this vision for venture capital saw fund provision as a necessary 
complement to the critical role of providing assistance to fledging firms, rather 
than the primary aim itself. 

By the end of World War II, the proponents had decided that a venture 
capital organization would not only evaluate and assist fledgling 
firms, but would also have to invest in the firms. In effect, the idea 
that a venture capital firm would be the source of capital appears to 
have derived from the recognition that the critical component was 
the evaluation, assistance, and monitoring functions. (Hsu & Kenney 
2005:9). 

The founding vision for ARD, though compelling to its founders, was not easy to 
communicate succinctly as they set about launching a hitherto unproven concept. 
Retaining the endorsement of new investors proved all the more challenging 
when no promises could be made of capital gains in the short term. 

Raising the initial $5 million for this closed-end investment company 
proved to be a formidable challenge. Imagine trying to raise that sum 
today for an unproven concept. Imagine further the enormousness of the 
task if, despite numerous attempts, you have been unable to convince 
an underwriter to raise the money on any terms, none of the founding 
management team would be working full-time, the key management 
team was led by a professor who planned to continue teaching, the 
prospectus and presentation made little mention of profit-making 
objectives, and, last, your primary mission seemed to be “to help build 
the economy”. Most people experienced in such matters would say it 
could not be done. (Bygrave & Timmons 1992:18). 
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Nevertheless, with champions dedicated to the cause, ARD managed to retain 
funding from institutional investors who had hitherto been unwilling or unable 
to back risky start-ups: “Doriot and his colleagues embarrassed and enticed 
these slow-moving entities into changing the way they thought about investing.” 
(Writer Kristin Lund, in the Wall Street Journal 1999:15). The engagement of 
corporate and institutional involvement from insurers, industrial corporations, 
educational institutions and other investors, was based on Flanders and Doriot 
presenting a vision and purpose for venture capital that recognised the synergistic 
roles of corporations and smaller ventures: 

Doriot and Flanders may have benefited from the renewed energy and 
spirit in the aftermath of a victorious war, but they also presented a 
real vision and purpose for venture capital. They didn’t promise easy 
money, but the rewards for being early investors and initial risk takers 
could assuredly be enormous… Professor Doriot convinced major 
industrial corporations to consider venture capital as a strategic 
investment, not merely an alternative asset class that deserved a 
nominal allocation. Professor Doriot may have been among the first 
to recognize the strategic role of the entrepreneurial business in the 
economy, and the synergies possible between the big corporation and 
more modest entrepreneurial endeavours. (Gupta 2004:xxi). 

General Doriot, who had been instrumental during WWII in the development of 
new field equipment in collaboration with scientists and industrialists through 
his position as Chief of the Military Planning Division at the Office of the 
Quartermaster General (Doriot 1945; Army Quartermaster Foundation 1996), 
was  initially an adviser to Flanders.18 As the latter was elected to the U.S. Senate, 
the professor cut back on his teaching and took on the role of president of ARD 
(The Wall Street Journal 1999). His course in ‘manufacturing’ at HBS, which 
he had been teaching since the late twenties, encapsulated much of his thinking 
regarding the role of industry and technology research, and the necessity to 
prepare for a future impossible to predict. “...his course on the subject was one of 
the most popular at Harvard Business School.” (Bygrave & Timmons 1992:17).

The founders put effort into designing and investment instrument that could 
enable the realisation of their vision, formalising the initiative in a closed-end 
fund. As such, it offered several advantages for venture capital operations 
compared with the more common form of open-end mutual fund. Its shares could 
be offered to private as well as institutional investors, and as an investor needed 
to liquidate his or her assets, these shares could be offered on the exchange market 
(Gompers 2005). 

18  Doriot was also instrumental in creating the Army Industrial College for the U.S. War 
Department, and at the end of the war in drafting a blueprint for a plan to continue industrial 
and technological research on behalf of soldiers. (Army Quartermaster Foundation 1996).
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The fund that Doriot and Flanders designed was no arcane financial 
instrument. It was an attempt to design a tool that would finance 
business development, especially in the uncharted waters of high 
technology – without government involvement. ARD was also designed 
to allow public participation. At the time, no such investment vehicle 
existed, certainly none that was publicly traded, yet Doriot managed 
to create one. And he persuaded some of the most prestigious financial 
and industrial institutions of the day to join as investors. (Gupta 2004:
xx). 

In this sense, the business concept encompassed much of the ‘liability of newness’ 
of any innovative idea put into practice. However, with the notorious investment 
in the Digital Equipment Company (DEC), this pioneering concept proved its 
business merit; a $70,000-worth stake of 77% acquired in 1957 soared to over 
$400 million as it was meted out to shareholders in 1972.19 In an interview with 
French journalist Roger Priouret in the summer of 1968, Doriot characterised the 
early years of ARD as the ‘winning of a bet’, proving that giving ‘young people 
with the temperament of business creators’ a chance was in the general interest, 
also because it could be profitable. 

At the end of the war, three presidents of large American companies 
gathered to establish that there were young people who had the 
temperament of business creators who did not feel well at ease in big 
business. To give these youngsters a chance was in the general interest. 
That’s what the American Research and Development Corporation 
responded to. With initial funds of 3 million dollars... That may seem as 
a banal initiative in a country that was already very wealthy. (…) The 
founders were no philanthropists. They were men from New England 
who had been taking risks all of their lives and who were taking a 
final one. They certainly intended to make money and not to do charity 
work. They won their bet. I believe I helped them do it. Thanks to ARD, 
we have made at least fifty (dollar) millionaires. (Doriot in Priouret 
1970:77-8)20.  

‘Creative capital’ and a pioneering vision for venture capital
The foundation of ARD has caught the interest of venture capital research because 
it is seen as the starting point for several of those venture capital practices which 

19 DEC was founded by two scientists affiliated with MIT, Kenneth Olsen and Harlan 
Anderson. Olsen was convinced of the need for real-time computing in the post-war era. When 
the investment was made, there were no real facts and figures on which to base the decision 
(Gupta 2004).  
20 Own translation. 
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have since developed. In particular, it is associated with risk-taking in the form 
of investments in affiliates who have yet to prove their merit (cf. early-stage 
investments) coupled with an active involvement philosophy – a type of venture 
capitalism that Bygrave and Timmons have dubbed ‘classic venture capital’ 
(1992), or which Perry describes as ‘long-term partners’ (1988). My interest in 
the ARD initiative at this stage is not primarily as the catalyst for a growing 
phenomenon, but as a comprehensive illustration of a vision and purpose for 
venture capital germinating at a time when venture capital was in its infancy. 

In the following sections of this chapter, I have combined secondary and 
primary sources21 in order to go deeper into the founding vision for an original 
venture capital initiative that was enacted by the ARD enterprise. This vision 
relied on two pillars; to build for the future of coming generations and to create 
better solutions for the fulfilment of present and future needs. 

Building for the future of coming generations
Various accounts of General Doriot reveal a man of principle, drive and 
determination, preoccupied with ‘what if’ questions, particularly relating to an 
uncertain future (e.g. Gupta 2004). His dedication relied on the belief that business 
had a greater role to play, a role in building for the future, as expressed in one 
of his oft-quoted maxims; “Business is not about dollars and cents so much as 
about building for the future.” This was a challenge that he did not hesitate to 
raise when meeting people, least of all his own students: “Let us do more than 
our share for the generations following us. Do we want to build or merely enjoy 
what others ahead of us have made possible? Really, how can one enjoy anything 
if one is not building for the future of others?” (Gupta 2004:xxv). Doriot’s strong 
concern with the future of mankind also transpired in his idea of the Institute of 
Man, which he shared with his students, but which never materialised: 

21 The primary source that I have relied on for a broader view on Doriot’s thinking is a 
compilation of his teaching notes 1927-1966 published by the French Library in Boston 
(Doriot 1993). Doriot’s article (1945) on the activities carried out by the Quartermaster Corps 
during the war provides a concrete illustration of his way-of-thinking, as well as an article on 
environmental protection (1944) and on rationalisation in Europe (1930). Two interviews with 
Doriot – one with French journalist Roger Priouret in 1968 (1970:74-85), and the other with 
Aulikki Olsen, wife of DEC founder Ken Olsen, carried out in the eighties (Gupta 2004:131-61) 
provide further insights into Doriot’s philosophy as put into practice. Interviews with individuals 
recollecting their experiences of Doriot have also contributed to a wider perspective (e.g. 
recollection by former chairman of Motorola Robert Galvin (1993); interviews by journalist 
Udayan Gupta with former ARD employees Charles Waite (in Gupta 2000:223-36) and Dan 
Holland (in Gupta 2004:66-71). Furthermore, I have relied on other secondary sources such 
as newspaper articles, excerpts from letters to shareholders or annual reports that have been 
brought to attention in previous references to or analyses of ARD (e.g. Bygrave & Timmons 
1992; Fohlin 2005; Gompers 1994; Gupta 2004; Hsu 2001). 
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I have thought that we should have an Institute of Man. This would be 
a group of outstanding individuals who could evaluate the progress 
which Man has made. In light of this progress and the background 
of this progress this group could give some attention to the problem 
facing man today. From these people the country and its leaders could 
seek advice. But so far, no one has liked my idea and perhaps our 
leaders would not listen to such scholars even if the Institute existed. 
(Doriot in Gupta 2004:20; also mentioned in Doriot 1945). 

Building for the future meant applying a time perspective that went far beyond the 
immediate present. This was mirrored in practices such as fund-raising, where 
efforts were made to raise capital that would be more ‘patient’ in its expected 
returns, leading to the founders specifying that half of the initial capital or more 
should come from institutions. In order to reach this target, ARD was granted 
exemptions from the Securities and Exchange Commission (Hsu 2001). Relying 
on a varying group of shareholders, rather than one particular family trust (as 
other contemporary venture capital initiatives), implied that attention had to be 
given to maintaining these relationships by rewarding investors for the risks that 
they took, but not at the expense of the profitability of a venture in the long term 
(Gupta 2004). 

Doriot’s adepts speak of a ‘missionary quality’ that characterised ARD, of 
making a contribution that went beyond the immediate present. Interviewed 
by journalist Udayan Gupta, Charles Waite, former ARD employee who joined 
the company in 1960, recalls how “...we believed we were doing something for 
the greater good, making America a better place. And it was true...” (in Gupta 
2000:231-2). In 1951, Doriot wrote to ARD investors: 

It should again be emphasized that American Research is a ‘venture’ 
or ‘risk capital’ enterprise. The Corporation does not invest in the 
ordinary sense. It creates. It risks. Results take more time and the 
expenses of its operation must be higher, but the potential for ultimate 
profits is much greater. (ARD, 1951) (in Hsu & Kenney 2005:11).

Here the venture epithet took on the meaning of venturing into the unknown, 
because the effort of trying was in itself meaningful. The founding vision of 
ARD thus brought together people who saw venture capital as the response to a 
deeper purpose, and who were expected to give their best within an organisation 
that offered rewards that were hardly attractive in the financial sense, but that 
generated a sense of meaning. 

Spread hope
Venture capital in terms of venturing into the unknown involved hope for what 
would be there to enjoy in the future. As ARD reached its first year of operations, 
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Doriot explained the patience that was required in creative investing, emphasising 
the role of ‘faith’ rather than forecasting in the creative process: 

With reference to investments, it is quite early to make definitive 
forecasts. These young, promising companies are passing the normal 
difficult periods of early growth. It is hoped that their managements 
will grow with their businesses and assimilate the different and new 
problems and worries brought forth by increased size. (…) As always, 
realizations cost more and take longer than expected. Setting high goals 
stimulates ability, the fact that they are not always reached quickly 
suggests patience. (in Gupta 2004:55-6). 

The role of a venture capitalist was very much a leadership role, which involved 
being an ‘institution builder’ who saw work as part of the larger mission of 
making a better society for all, and of making people achieve things that they  
had never thought possible (in Gupta 2004). Faith was an important ingredient 
in this role of painting the bigger picture and encouraging others to make a 
difference. Involvement with venture capital would entail not only the satisfaction 
of seeing something built for the future, but also the disappointment of ideas 
not materialising as expected. Assisting people who were dedicated to building 
something was a task coupled with strain and difficulty. An article by Robert Steck 
quotes Doriot applying the metaphor of a ‘child’ to describe ARD’s involvement 
with an affiliate, and the nature of the relationship that emerged:

“When you have a child you don’t ask what return you can expect,” he 
said. “Of course you have hopes – you want them to be outstandingly 
well in their field. And if they do, the rewards will come. But if a man 
is good and loyal and does not achieve a good so-called rate of return, 
I will stay with him. When bankers or brokers tell me I should sell 
an ailing company, I ask them, “Would you sell a child running a 
temperature of 104?” (D&B Reports 1994).  

Unmet expectations and adversity were seen as an inherent part of supporting 
fledgling ventures, rather than evidence of failure.22 For an affiliate to be 
abandoned, there had to be a a loss in faith either in the management or in the 
field of interest, or a complete loss of the venture (ARD memo from 1961 in Hsu 
2001). By specifying that they were not ‘in and out’ people looking to realise their 

22 In general, ‘failures’ are considered endemic to the venture capital line of business – a 
hazard of the venture capital profession (Gorman & Sahlman 1989), raising the question of how 
venture capitalists will deal with this frequent occurrence. The ARD’s philosophy of ‘staying 
with’ an ailing company contrasts with reported venture capitalist practices in the mid eighties 
indicating a strong tendency to attributing the poor performance or ‘failure’ of an investment 
to shortcomings in the management of the affiliate, leading venture capitalists to cope with 
troubled investments through leadership dismissal (see Gorman & Sahlman 1989). 
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investment as soon as an opportunity presented itself, the role of ‘exit’ was thus 
downplayed. 

The patience that was required for building something that had yet to prove its 
merit was a rare quality to be found in an investor, when public stock promised 
swift returns: “...to build new companies takes many years. From test tube to 
tank car: 7 years. Why spend seven years waiting for results when the stock 
market brings them in a matter of months, sometimes a matter of days.” (The 
Doriot Collection, book I:30 in Fohlin 2005). Turning attention to what was 
being accomplished regardless of whether this was reflected in the financial 
performance at a given moment was thus an inherent part of a venture capitalist’s 
job description. In an article on quality and the responsibility of managers, former 
chair of Motorola Robert Galvin recalls an episode when he approached Doriot 
for advice:  

...he said, “Would you like to see my job description?” He reached 
into his drawer and picked out a three-by-five card that had obviously 
been used or shown many times. On that card were eight words: four 
phrases with a verb and an object in each. And the first of these was 
“Spread hope.”  (Galvin 1993:3). 

The spreading of hope, a prime ingredient of a venture capitalist’s role of leading 
towards the future, meant that there was dedication to the task as long as it was 
believed to be useful for this purposes, and to people who were doing their best 
in this regard: “... our role consists of taking participations in a business which a 
man without resources of his own wants to create. If the venture succeeds, which 
occurs most of the time, ARD sells its stock with a profit. If the venture fails, ARD 
loses.” (Priouret 1970:77-8) 23. And here the vision for ARD and its concept of 
creative capital involved venturing into the unknown, with faith, dedication and 
hope for the future. Only when there was a loss of faith in the people who ran it 
and the quality of their ideas, would hope be impossible, leading to the necessity 
to exit an affiliate.24 

23 Own translation. 
24 Doriot’s partial job description may be compared with an influential study by Michael 
Gorman and William Sahlman on the venture capitalist’s involvement with its affiliates (1989). 
In their comprehensive questionnaire on the nature and level of venture capitalists’ activities 
with respect to their affiliates, the forms of assistance that were explored were broken down 
into a list of six activities (introductions to potential customers and suppliers, management 
recruitment, help in obtaining additional financing, strategic planning, operational planning 
and resolving compensation issues), none of which captures the ‘top-of-the-list’ on the job 
description of a ‘creative capitalist’. Considering that their survey reflects the general position of 
representatives for 49 U.S. venture capital firms in 1984-1985, ARD’s conception of the purpose 
of its pioneering activities seems original when contrasted with those of later initiatives. 
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Pursue creative satisfaction
Creative capital was associated with efforts that went beyond the ordinary, with 
human effort, drive and commitment as essential ingredients. In this sense, it 
was first and foremost a human enterprise, built on the strengths and weaknesses 
inherent to human effort, a visionary enterprise that involved a sense of duty 
and direction, of doing something for the greater good. “Giving every minute 
a constructive meaning.” (Doriot 1993:141). The concern with improvement 
was coupled with a strong sense of urgency, recognising the continuous drive 
towards improvement as a vital driving force in the building of companies in a 
‘constructive’ way: “A company’s long range goal is not to manufacture any one 
product or products. It is to use its assets to fulfill constantly changing needs.“ 
(:108). Putting resources of all kinds, including human resources, to good use, was 
a prime preoccupation: “Get maximum out of what one actually has. (processes-
products-ideas-men-at all levels, etc.)” (Doriot 1993:44). As Doriot taught in his 
manufacturing class, the mission of any business, including a venture capital 
business, was not a particular product or service per se, but the fulfilment of 
needs which were constantly changing. 

The present, or today’s, need is probably or certainly a product. But that 
is only part of the problem. It is a necessary but intermediate one. The 
real goal into which the product must fit and towards which our thinking 
and products must be directed should be a service or the rendering 
of a service by the products we make. We must fill a satisfaction – a 
need – serviceable or aesthetic. Goal should be broader than product. 
(Doriot 1993:24-5). 

This shows the dynamic perspective that characterised the founding vision for 
ARD, where a company existed to fulfil needs in its environment, needs that 
were constantly changing with the progress of technology, competition, etc. 
The emphasis for venture capital was on its contribution in terms of creating 
something, a contribution that would be valuable also in a financial sense if one 
was patient and willing to await a project’s fruition. Creative capital, playing 
an instrumental role in the manufacturing of new products, would yield ‘high 
returns in creative satisfaction’, as Doriot told his students in the introductory 
lecture of his manufacturing class at HBS: 

It takes a strong physical man and a tough-minded individual to produce 
goods, but if you have these qualities and the determination to do well, 
if you will not be soft in the face of trial, if you will never be half-
hearted and will never shirk your duty, then you will have the privilege 
of the greatest profession I know: converting plain material into useful, 
beautiful, helpful products. This takes some of the greatest qualities 
man possesses, but it also pays high returns in creative satisfaction. 
(in Gupta 2004:7). 
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The vision for ARD thus involved the pursuit of creative satisfaction, the 
satisfaction derived from partaking in an enterprise that ‘achieved things one 
did not think possible’ in order to find improved ways of meeting constantly 
changing needs. Though the years surrounding the founding of ARD had seen a 
rising interest in venture capital in various circles, by 1960, it seemed that most 
of that interest had been lost with a favourable market climate, leaving investors 
safe to invest in public stock once again. In his personal notes, Doriot observed 
that “...at that time—14 years ago—ARD was formed. Everyone wished it good 
luck – but few people participated, particularly since general business became 
good and the stock market went up considerably.” (Doriot Collection, Book I:30, 
in Fohlin 2005). ‘Creative capital’ that was invested in yet unproven concepts 
that could bring about new improvements to what was already known lost its 
attraction to the safer harbour of larger, established companies with steady 
profits. It seemed that the leadership role envisaged by Doriot and his associates 
was an undertaking that required more dedication than many were willing or 
able to give.  

Creating better solutions for fulfilling present and future needs
ARD with its vision for creative capital made no effort to position itself as an 
improved concept or even an alternative to contemporary capital providers. Rather, 
Doriot’s remarks in connection with the ARD Annual Report in the summer of 
1967 reveal an awareness that its goals and practices reflected a philosophy that 
was difficult for stockholders and other constituents to pigeonhole: 

When considering and thinking about ARD’s goals as stated in the 
ARD report, it must be apparent to stockholders that the type of work 
carried on in a venture-capital company such as ARD is quite different 
from the work of most other organizations. (in Gupta 2004:89). 

With its main emphasis on assistance rather than financing, ARD compared 
itself not with a financial institution but with a company that was in the business 
of manufacturing new products, but relying on a modus operandi of its own; 
“Manufacturing companies are engaged in starting or launching new products. 
So is ARD. But there are many differences: ARD does not manage, does not 
control. It can help and advise, but it can seldom direct.” (in Gupta 2004:89). 
From the very beginning, the ARD concept was intended to represent a distinct 
institution that bore little resemblance to contemporary investment companies 
because it dealt with ‘creative capital’, not only engaging in the creation of 
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enterprises, but also in the creation – ‘starting or launching’ – of new products 
and services. Investing in affiliates, the essence of today’s definition of venture 
capital was a vehicle for this creative involvement, rather than an end in itself25. 

Strive for better forms of life
The ideas behind ARD developed at a time of disillusions (the economic climate 
of the thirties had brought attention to the need for restructuring and for finding 
new pathways for the future), but also of technological ‘advancements’ (a boost 
in new technology opened up for multiple industrial applications). In particular, 
WWII had convinced the U.S. military of the critical role of technological 
developments, encouraged by the defence industry at the onset of the Cold War 
(Avnimelech et al. 2003)26. This fuelled the development of many technology-
based companies in the post-war era.27 

If the investment and involvement in affiliates was a vehicle for realising 
the vision for creative capital, what kind of ideas and enterprises were targeted?  
The R&D-intensity of ARD’s investments was measured by Hsu (2001), who 
concluded that the company invested in a high percentage of high-tech companies 
during its lifetime (73%), noting a decrease in the overall percentage in the 
second half of its life. On the other hand, he also observed that the company 
invested in a number of low-tech industries, such as food products (1946-50), 
professional services (1951-55 and 1961-65), as well as education and media 
(1966-71). Having worked with innovations at the quartermaster corps during 
WWII, Doriot’s recognised the potential of science and research in improving 
quality of life along a multitude of dimensions; “… let us not forget that Science 
and R and D can lead us into better forms of life not only physically but mentally, 
morally, politically, and socially.” (1993:43). As such, it was an important driver 
in the building for the future. However, technological innovation per se was not 
an end in itself. 

25 In this sense, Doriot’s involvement with ARD – and later with the creation of venture capital 
affiliates in Canada and Europe, as well as his instrumental role in the foundation of INSEAD 
in France – can be seen as a continuation of his creative work in the U.S. Quartermaster Corps 
during WWII (cf. Doriot 1945), reflecting a consistent way-of-thinking that transpires also in 
his teaching role at Harvard Business School (cf. Doriot 1993). 
26 There was a willingness to purchase high-tech products at high premium prices from smaller 
firms, which opened up opportunities for high-tech start-ups in the post-WWII era (Avnimelech 
et al. 2003). 
27 The role of venture capital for the development of high-tech industries has received ample 
attention in the venture capital literature (cf. Sapienza & De Clercq 2000). In particular, because 
of the growth leverage potential of a technology-based firm, it is assumed that high-tech ventures 
should be a lucrative (though challenging) objects for venture capital investing. It is also argued 
that long-term development stages associated with radical innovation require backing from 
venture capitalists with a longer-term perspective (called ‘partners’ in the terminology of Perry 
(1988)).    
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The lure of a beautiful technical or scientific future must not lead us 
to forget that our first job is to get the maximum out of our present 
investment in machines, men, and relationships. As we do so the 
technical picture must be developed. Sometimes it is an improvement, 
an assimilation, or if necessary a radical department. (:42). 

Warning against ‘the lure of a beautiful technical or scientific future’ Doriot was 
concerned that innovation, rather than the fulfilment of a need, should become 
the prime objective. Referring to a mimeo by David Lample entitled ‘Investing 
in the future’, Gompers recounts one of the earliest investments made by ARD 
in 1947, in a company that was established to develop X-ray technology in the 
treatment of cancer. The reasons for ARD’s investment can be discerned in a 
comment by Karl Compton, president of the MIT, to Doriot; “They [High Voltage 
Engineering Company] probably won’t ever make any money, but the ethics of the 
thing and the human qualities of treating cancer with X-rays are so outstanding 
that I’m sure it should be in your [Doriot’s] portfolio.” (Lample 1989 in Gompers 
1994:6). The focus on ‘better forms of life’ did not mean that ARD’s vision did 
not envisage making a profit – indeed, financial returns were a necessary element 
for the viability of the enterprise, and in the case of the X-ray company, ARD’s 
initial investment of $200 000 was worth $1.8 million when the affiliate went 
public in 1955. But the profitable aspect was derived from the fulfilment of a need 
- where a technological innovation would be called for, but never be sufficient in 
itself. 

In 1961, Doriot wrote to stockholders encouraging them to put forth 
suggestions for investments, particularly emphasising that ARD did not abide 
by any industrial sector boundaries: “Stockholders and friends are urged to be 
aware of ARD’s interests and to recommend situations which appear worthy 
of consideration...There is no single industry or group of industries into which 
ARD’s funds are directed.” (in Hsu 2001:101). In an article published in Barron’s 
in 1960, David Loehwing observed that ARD’s investments extended over a 
wide range of industries, from science-oriented companies to businesses with 
‘more mundane tasks’. What most if not all of these ideas had in common was 
some kind of proprietary technology which was new at the time (Fohlin 2005). 
Technology in this sense was strongly related to ARD’s identity as a venture 
capital firm which had more in common with a ‘manufacturer of products’ than a 
‘manufacturer of capital’ – finding new and improved ways of meeting needs that 
were constantly changing. In the introduction of the ARD annual report, Doriot 
commented more specifically on the investment focus of the firm: 

Many of the investments are in technically based companies, but 
funds have also been invested in such diverse fields as publishing, 
entertainment, consumer goods, communications, educational 
supplies and equipment, and consulting and data-processing services. 
Investment opportunities in any field of endeavor which is felt to be 
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constructive and to possess exceptional possibilities for growth are to 
be considered. (in Gupta 2004:52-3). 

The focus for creative capital investing was thus dual; fields of endeavour that 
were both constructive – justifying the need for such an idea – and that offered 
high growth possibilities – justifying the recourse to venture capital assistance.  

December 1963 had seen the founding of the European Enterprises 
Development Company (EED), following the establishment of the Canadian 
Enterprise Development Corporation Limited (CED) a year earlier. EED was 
modelled after ARD, and thus constituted yet another vehicle for the vision 
of creative capital. Explaining the reason for establishing a European variant 
of ARD, Doriot argued for the importance of encouraging ‘imaginative and 
progressive men with ideas and with fresh concepts’: 

At this stage in the development of European nations, it is all-important 
to encourage imaginative and progressive men with ideas and fresh 
concepts, to create successful new enterprises. This will not only expand 
production and employment, but also give such men the opportunity 
to build new companies and develop existing ones. Every day ideas 
are being developed with industrial and commercial potentialities. It 
is important that those with promise of success are teamed up with 
individuals who have the ability to help them germinate, grow and 
develop into profitable business organizations. (in Gupta 2004:xxix). 

This excerpt illustrates the strong belief in the continuous development of new 
ideas with industrial and commercial implications, which, if identified, could 
lead to the creation of new entities that could provide those particular services. 
Building the ‘right’ environment for such people conveyed on the one hand, that 
such ‘imaginative and progressive’ people might not be recognised, valued and 
given an opportunity elsewhere, and, on the other, that people with ideas were 
dependent upon others who could turn them into a viable reality. The proper 
infrastructure or environment that was needed for the germination, growth and 
development of a promising idea was of a human kind, where the confidence and 
continued faith in people by mentors and champions played an important role in 
the venture development process. 

Doriot had a particular liking for the term ‘operator’, as a conveyor of action 
and effort rather than inertia. “The word operator conveys to me the person 
who does something with what he can get, even if it is not much good. That is 
usually the man who wins.” (Steck 1994:58). Venture capital was not primarily 
about performance, it was about dedication and effort, of striving to make a 
constructive impact, thereby inspiring others to follow suit. With experience of 
technological development in the army, Doriot was weary of what he referred 
to as ‘administration’, which stifled initiative by leading to the “…excessive 
gathering together of too many engineers and others in large corporations 
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leading to codification of minds and efforts”. (Doriot Collection 1960:30-1 in 
Fohlin 2005). The vision for creative capital acknowledged the necessity of 
creating an environment that was conducive to creation, free of those ‘invisible 
boundaries’ which made people think inside the box of codification and which 
would come in the way of pursuing better forms of life.

Provide adequate tutelage for future leaders
ARD is renowned for its active involvement philosophy – the ‘Doriot style’ of 
active investment, “...a balance between active participation in an affiliate in 
ways which leveraged professional management and advice without overbearing 
the entrepreneur’s autonomy in decision-making.” (Hsu 2001:103).  The roots for 
this investment style were to be found in the background for the ARD initiative, 
where assistance in the building of enterprises was initially discussed without 
necessarily a financial participation in affiliates. Advise, persuasion, dissuasion, 
encouragement – all these forms of assistance had one thing in common, namely 
to help build and to create for the future. 

Venture capital, in a formal organization like American Research, 
can prove its opportunity of success and reduce its chance of failure 
participating as an active partner in each project. There is always a 
critical job to be done, because small, new companies live in a dynamic 
atmosphere, replete with minor crises. There is a sales door to be 
opened, a credit line to be established, a new important employee to be 
found, or a business technique to be learned. The venture investor must 
always be on call to advise, to persuade, to dissuade, to encourage, 
but always help build. Then, venture capital becomes true creative 
capital – creating growth for the company and financial success for 
the investing organization. (Doriot in Gupta 2004:73). 

ARD’s prospects were carefully subject to careful screening before investment, 
in order to assess if faith could be placed in the relevance of the field of interest 
as well as in the dedication of the entrepreneur. This screening process involved 
also the board of advisors, which members had been hand-picked with careful 
consideration.28 The deep immersion in any prospect investment again reflected 
the time perspective of the founding vision, making sense when something was 
created in view of long-term impact. Sharing his venture capital experience 
with students in his manufacturing class, Doriot recognised that the weakest 
point of ARD was not the access to technological competence or the ability to 
assess and evaluate the quality of innovations, but rather the ability to assess the 

28 The first board of advisors included three ‘scientific pioneers’ from the Massachusetts 
Institute of Technology; Karl T. Compton (president of MIT), Jerome Hunsaker (aeronautical 
engineering and aviation design) and Edwin Gilliland (electrochemistry, ion exchange and 
electrodialysis) (Gupta 2004:xx). 
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combination of a man and an idea and the potential that could be brought out of 
such a combination. Human weaknesses on behalf of either ARD personnel or 
affiliate personnel was the reason behind most of ARD’s failures: 

... since our task is to give life to the combination man + idea, we have 
to try to attempt at determining the type of evolution, of life, of goals, 
the problems of that particular combination. (...) It is the study of life 
to take place in the future-under strict and hard competitive conditions. 
(Doriot 1993:111). 

The screening process reflects concern with identifying people of character and 
integrity who could serve as leaders (role-models) in the fields of interest where 
they would be operating (such as Ken Olsen of DEC). Former ARD employee 
Dan Holland who joined the firm in 1969 recalls how much time and effort was 
spent on getting to know such people (including talking with their spouses) in 
order to get to know their diligence, vision, experience and dedication. 

... mostly it’s like perfume – you can’t really describe it, but when you 
smell it you know it’s good. (...) The good entrepreneurs had to be hard 
working, have vision, good experience, dedication. They had to have 
the ability to find good people, intelligent. There is no easy logarithm 
that you can plug in a bunch of variables and boom and that comes out 
to 95-100 he’s good, or 85, below that he’s not. (in Gupta 2004:70). 

Creative capital did not seek formal control of an affiliate, because this would 
usurp the founder’s ownership stake in the business. There was no specific rule 
that stipulated a fixed percentage for ARD’s share of ownership, as this was 
tailor-made to the particular situations. “...there are situations where the amount 
of capital required and the degree of risk involved may necessitate that ARD 
have a controlling interest during the company’s early years.” (Doriot in Gupta 
2004:53). In this sense, ARD’s model for active involvement was a model of 
relaxed tutelage as people grew with experience. The following example recalled 
by Doriot illustrates this purpose of setting the stage for people to mature into 
leadership roles in a business context. 

… one rather favourable case started out with a visit at the ARD by 
two electronic engineers of about thirty years of age: “We would like to 
manufacture computers with scientific applications”, they explained. 
Discussions are under way; ARD acknowledges the quality of the 
prospects and of the two engineers. It establishes a new firm; initially, it 
is not the great enterprise that the inventors were dreaming of, but one 
of more modest making and development. “Gradually, it will grow”, 
we explain to the founders. ARD advances almost all of the capital, 
but a great proportion of the shares is allocated to the two men. Still in 
complete agreement, ARD chooses the board of directors and suggests 
lawyers and accountants. The financial officer and the controller 
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are recruited from the same circle, very wide, of ARD’s business 
relations. In this way, the main positions are entrusted to men of merit. 
Initially, the board gathers once every month; ARD requires extended 
powers, decides upon fixed installations, operating budgets, important 
contracts. By the end of one year, as success asserts itself, the initial 
tutelage is deliberately relaxed. The founders acquire more and more 
autonomy and these two technicians reveal themselves to be excellent 
business men, because they have had the time to adapt to new problems 
and a new environment. Hence, ARD increases their participation and 
accords one to the principal managers at the same time. Six years later, 
through self-financing, the company which started out with a capital of 
350 000 francs, has a turnover of 50 million francs and provides more 
than 5 million francs in net profits. (Priouret 1970:79-80)29.   

The involvement with an affiliate did not follow a prefixed plan, because it was 
believed that any solution would bring forth new and unexpected problems which 
were yet to be solved - problems which, though tedious in themselves, offered 
the opportunity for managements to grow into leaders. “It is hoped that their 
managements will grow with their businesses and assimilate the different and 
new problems and worries brought forth by increased size.” (Doriot in Gupta 
2004:55). Being in a ‘human’ business, where the quality of one’s activities 
was first and foremost dependent upon the effort and ability of people, creative 
capital implied that every participation was tailored to fit the specific needs and 
requirements of a particular situation. “ARD has no specific formula for financing 
projects. Each investment opportunity is considered separately, and the form of 
participation is designed to meet the individual requirements of the situation.” 
(Doriot in Gupta 2004:53). In this sense, an ‘experimental approach to life’ was 
enacted, were the adequate mixture and dosage to each particular combination of 
men and ideas had to be discovered. 

It will be more a matter of mixture, dosage, preparation, which 
one, when, with whom under what circumstances. It will depend on 
their personality, their assets, liabilities, shortcomings, on these 
characteristics of the people they deal with, on conditions, events, 
circumstances. (Doriot 1993:27). 

In his teaching notes, Doriot conveys his notion of a company and what it stands 
for, as an imprint of human vision, dedication and effort even if this meant 
suffering privation and adversity. Failure, a stigmatised word in many cultures, 
was seen as an opportunity to ‘rise with the occasion’, and as such was more 
useful than success in the making of businessmen who could lead for the future, 
who had the urge to keep pushing ahead towards new improvements. 

29 Own translation.
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The study of a company ... is the study of something very much alive 
which falls or breaks up unless constantly pushed ahead and improved. 
It is the study of men and men’s work, of their hopes and aspirations. The 
study of the tools and methods they selected and built. It is the study of 
the conceptions and creations – imagination – hopes and disillusions. 
… It is a study of success and failure, where success may break men 
and failures make them. A study of determination of successive goals 
and of victorious competitive drive towards them. (Doriot 1993:94). 

In the creative process, financial success was treacherous when it diverted 
attention from the pursuit of long-term goals, from the continuous drive towards 
improvement. The subtle boundary between success and failure was vigilance, 
keeping a watchful eye on the future, realising the need for change and looking 
beyond one’s product or position, rather than being content with the present. 
Growth was not a solution in itself, it was a condition that though marking 
progress brought with it new problems and worries to be considered. And here 
we can again allude to the metaphor of a ‘child’, seeing that the role of the creative 
capitalist was to watch over the growth and development of its children into leaders 
who pushed for new initiatives, making sure that the necessary preparations for 
the future were being made even when success was being achieved.

When a visionary vehicle no longer fulfils the vision
The vision for ARD and ‘creative capital’ was a comprehensive philosophy 
for tailor-made investing, which was designed to generate returns in creative 
satisfaction, from which financial returns would follow (rather than the other way 
around). It was a vision that did not place any limitations a priori on a creative 
process, but allowed for room to create outside of what was given – because it 
was believed that no great achievement would come from thinking ‘inside the 
box’. It relied on a combination of ‘ideals and skills’, as expressed by Doriot in 
a management note: “To run ARD, one needs ideals and skills… There must be 
great harmony between ideals and skills.” (in Gupta 2004:65). The specialised 
knowledge and skills of venture capitalists is today often held forth as an 
argument for the (economic) effectiveness of such actors, when leveraged with 
the knowledge of cutting-edge technology (e.g. Sapienza & De Clercq 2000). But 
what is mostly absent from the discussion is the ‘harmony between ideals and 
skills’30, which was what made creative capital into something that was helpful. It 
was not just about sharp (and complementary) skills; it was also about dedication 
to a vision (cf. Senge 1990/2006). 

30 One notable exception is Perry’s (1988) typology of venture capitalists and entrepreneursOne notable exception is Perry’s (1988) typology of venture capitalists and entrepreneurs 
with potentially matching goals (ideals). 



Jönköping International Business School

178

In a paper on early venture capital initiatives such as ARD and Greylock, 
Caroline Fohlin notes the “… difficulty of defining ARD or placing it in the 
proper ‘pigeon hole’” (2005:4). In his dissertation, David Hsu (2001) examines 
the practices of ARD throughout its near thirty-year existence until 1972/3, when 
it was incorporated into Textron Inc., a textile company founded in the twenties 
which had evolved into a multi-industry holding company. By analysing historical 
documentation from both private and public sources, Hsu observes that the ARD 
investment practices did not fit into any clearly defined category of ‘development 
stage of a venture’ or ‘industrial segment’, suggesting also that these practices 
did not remain constant over time.  Whilst venture capital firms are commonly 
differentiated according to strategic preferences for industry diversity, geographic 
scope (Gupta & Sapienza 1992; De Clercq, Goulet, Kumpulainen & Mäkelä 2001), 
stages of development (Carter & Van Auken 1994), risk avoidance (Fiet 1995), or 
quality of technology (Jungwirth & Moog 2004), ARD lived a philosophy that 
transcended market segmentations. 

In hindsight, it would seem that much of ARD’s success and Doriot’s efforts 
also contributed to the challenges faced by the organisation. The role of success 
stories for the imitation of ideas is discussed by Sahlin-Andersson (1996), though 
she argues that such imitation is seldom based on direct experience with what is 
imitated and referred to. In the case of ARD, the imitation of its practices was 
fuelled by direct personal exposure to the teaching of Georges Doriot, whether in 
his role as a Harvard professor or as the president for ARD. ”Many of the early 
venture capitalists, including Arthur Rock, Peter Crisp, Charles Waite, and Steve 
Lazarus, got their venture capital education at Harvard Business School, at the 
feet of General Georges Doriot.” (Gupta 2000:6; see also Kenney 2000)31. The 
financial success of the DEC investment brought about a wave of imitation, not 
as the adoption of the visionary elements behind ARD, but in terms of particular 
ARD practices becoming models and presentations for others to adopt. Thus, 
the dynamic aspects of the founding vision for creative capital, which relied 
on tailor-made solutions that would fit with the particular situation at hand 
rather than ready-made recipes for success, was lost on the imitating crowd - 
who became followers of practices rather than leaders in the way that Doriot 
and his associates had envisioned. As Guje Sevón (1996) observes, it is success 
that draws the attention in a Western society where winners are celebrated. The 
enormous increase in value of ARD’s shares in Digital Equipment Corporation 
provided a success story that celebrated the financial merit of risky investments, 
encouraging the belief that venture capital was a business that promised high 
compensations for those who could seek out the next DEC. “The concept of the 
“home run” in venture capital was synonymous with DEC and the term would 
become pervasive in the industry during the 1980s and 1990s. Everyone wanted 
to finance the next DEC.” (Gompers 1994:6). This was soon fuelled by other 

31 For a list of Harvard alumni in venture capital see Bygrave & Timmons (1992:238). 
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success stories, such as that of Apple Computers or Genentech, leading Bygrave 
and Timmons (1992) to comment on the resilience of the axiom of ‘pursuing the 
superdeal’ among venture capital investors. But the vision for creative capital had 
little in common, however, with the myth of the ‘superdeal’. ARD’s involvement 
with DEC was characterised by a strong emphasis on continuous development 
by reinvesting profits into the business (see Gompers 1994). The circulation 
of success stories drawn from the risky undertaking of ARD, emphasising the 
allure of immediate profits meant that the legacy that was passed on constituted a 
selected, even distorted variant of Doriot’s venture capital philosophy.32 Reflecting 
on the venture capital phenomenon, Doriot observed to his stockholders that the 
meaning of venture capital had shifted from the manufacturing of products to the 
manufacturing of capital, thus coming closer to practices of investment banking 
which pioneering venture capitalists had disclaimed: 

Disillusions and disenchantment usually follow periods when the 
true meaning of a task is ignored and forgotten. Venture capital 
seems to have shifted from a constructive, difficult task to a new 
method of speculation. Capital gains have become a primary goal 
instead of considered as a reward for a constructive task well done. 
Manufacturing capital gains seems to be of far more importance than 
manufacturing products. As a matter of fact, in many cases the latter 
seems to be of little importance. (in Bygrave & Timmons 1992:321).

Though the outstanding financial success of the DEC investment led to wide-
spread interest for this type of activity, not everyone had a heart for such a 
pioneering vision. In a management note in the late sixties, Doriot articulated 
these concerns:

Whether we like it or not, we must realize that most people did not 
think that ARD had any future. Then suddenly we became fashionable 
and everybody went in venture capital. We were never very competitive 
from a compensation viewpoint. We have a hard time getting the type 
of men we should have and want. (in Gupta 2004:66). 

The financial model of a closed-end fund structure presented numerous advantages 
(to venture capital investing) compared to the more familiar open-end funds at 
the time. Investors who wished to no longer hold the fund need not be reimbursed 
for their initial investment, because these shares were liquid and could be offered 
to other investors on a public exchange.  In this sense, a venture capital firm could 
make investments in illiquid assets, secure in the knowledge that they need not 
return the investors’ capital in an ‘uncertain time frame’. Besides, any class of 
investors was permitted to hold shares in a closed-end fund according to SEC 

32 This illustrates the act of ‘editing’ referred to by Kerstin Sahlin-Andersson, where “… a 
history of earlier experiences is reformulated in the light of present circumstances and visions 
of the future.” (1996:82). 
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regulations. However, though the closed-end fund structure made sense to ARD 
founders at the time, it presented some unexpected drawbacks. When shares were 
offered on a public exchange, brokers sold the shares to ‘inappropriate investors’, 
in particular those who had a need for high current income instead of long-term 
capital gains, and were thus relying on the provision of high dividends. Such 
expectations were reinforced by the promise of high profits made by unscrupulous 
brokers. (Gompers 2005).

In the early sixties, Doriot called for a return to the origins of the initiative, 
writing that “…obviously we must work more aggressively and effectively. (...) 
We must be more creative. We must be young again.” (Doriot Collection 1961:76 
in Fohlin 2005). The reflection shows that the ARD vehicle was losing its vitality 
as the allure for ‘quick money’ elsewhere drew dedication away from building 
for the future. On the whole, the ARD experiment was financially successful (see 
statistics in Fohlin 2005). But with the venture capital experiment proving its 
commercial merits, compensation issues were high on the agenda, as employees 
saw opportunities to be better compensated elsewhere. 

Optical Scanning eventually went public and was a large success. ARD 
went from an exposed capital position of about $3 million to having a 
gain of over $20 million, which was a lot of money at that time. It went 
from being a burden to a big win in about three years. I had made a 
very substantial contribution to that company. The way I had done it 
was by getting along with the entrepreneur… He and I had a lot in 
common, and he had confidence in me, and I in him. We made it work 
together. The CEO’s net worth went from zero to $10 million, and I got 
a $2,000 raise. I agonized a lot over that. I loved what I was doing, but 
I thought I should be somewhere where I was compensated adequately. 
And so that was what eventually led to my leaving the firm and moving 
to Greylock. (Waite in Gupta 2000:232).

Struggling with the compensation issue, ARD suffered from restrictions imposed 
by the SEC on fund compensation practices, as it saw many of its investment 
officer leave to start rival firms (Hsu 2001; Gompers 2005; Hsu & Kenney 2005). 
Without few ‘men of merit’ in sight, ARD was no longer an effective vehicle for 
fulfilling the vision for its founding, namely that of pursuing the creation of new 
and improved ways of meeting changing needs. 

ARD as a vehicle for the founding vision of Doriot and his associates came 
to an end in the early seventies. By then Doriot himself was in his seventies. 
Trapped in a ‘closed end fund’ structure, with investors calling for immediate 
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returns and talent walking out the door, the ARD vehicle was incorporated into 
Textron33 (though Doriot remained involved with some of its affiliates, such as 
DEC). Many accounts of the history of venture capital, if not all, give credit to 
the ARD initiative as a legacy for the phenomenon that subsequently emerged, 
referring to Georges Doriot as ‘the father of venture capital’34, and the foundation 
of ARD as a landmark in venture capital history (e.g. Bygrave & Timmons 1992; 
Hsu 2001). As an original ‘seed’ from which followers could learn, the ARD 
vision for venture capital left an imprint on venture capital history that resonates 
into the twenty-first century, a pioneering vision that came to impact the socio-
economic landscape, clearing a pathway for others to follow. 

Pioneering (venture) capital from the receiving end
Doriot and his associates used the labels of ‘venture capital’ and ‘risk capital’ in 
order to emphasise the venturing nature of their activities. Having dwellt on the 
initiative of Creative Capital and its pioneering role of the emergence of a venture 
capital phenomenon, it is time to summarise the implications of the founding 
vision for ARD from the receiving end.

Pioneering (venture) capital captures a vision where capital is one of many 
ingredients in the nurturing of ideas and people that will bring about leadership 
for the future. Here, focus lies on bringing forth ventures that will fulfil needs in 
such a way that our forms of life are improved for the better. This kind of venture 
capital will design participation according to the needs and circumstances of the 
particular case. As the founder of an affiliate, your venture will be guided in view 
of reaping the fruits of creative satisfaction derived from making a constructive 
contribution of your own. You will be challenged to keep pushing even in the face 
of privation and adversity, as ‘failure’ will test your dedication and provide the 
opportunity for maturing into a leadership role. If or when you hold this cost of 
personal effort to be too high, your venture will no longer hold its function as a 
vehicle for a pioneering vision. 

33 It is interesting to note that ARD was acquired by a holding / investment company, rather 
than by a venture capital firm. Though I have found no sources that reveal the reasoning behind 
the choice of Textron as the acquiring entity, the well-being of ARD’s affiliates in the long-term 
would seem secured in the hands of an investment company. 
34 For instance, Bygrave and Timmons dedicated their book ”To the spirit and memory of the 
late Professor Georges Doriot, father of classic venture capital in America” (1992). Gompers 
followed suit; “Doriot was the heart and soul of ARD and is justifiably called the “father of 
venture capital.”” (1994:5). With the title ‘The First Venture Capitalist…’, Gupta dedicates 
his book “to the memory of Georges Doriot who first articulated the role for venture capital 
in economic development, and to the late Dick Testa who helped keep alive that philosophy.”  
(2004).
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This vision for venture capital is about making a difference through pioneering 
initiatives that will generate something for others to build on. As such, it seeks 
to enrich not only in financial, but in creative terms, by fuelling efforts towards 
new improvements.

Having uncovered and analysed different founding visions for the Lucina, 
Acacia and ARD initiatives, I will now discuss what we can learn from these 
stories regarding visionary elements and their implications. 
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CHAPTER 8 
Vision for the Future

Introduction
The purpose of this dissertation was to elaborate on the venture capital 
phenomenon, by reflecting on particular venture capital initiatives and the 
implications of the visions for their founding. This journey has brought me from 
two contemporary initiatives in Sweden across time and space to a pioneering 
initiative that, with time, set-off a management fashion.

In this last chapter, I discuss differences of founding visions in terms of their 
elements and implications. I conclude by orienting these reflections towards the 
future.

On visions and their manifestations
In my research, I have taken a step back so as to focus on the founding visions 
of unfolding initiatives, a concept that incorporates a principle of complexity 
in terms of heterogeneous human interests, values and purposes (see Freeman 
& Philips 2002). Sifting through rich stories of meaning and practice, I have 
found three distinct visions, which I have labelled ‘fraternity’, ‘streamlining’ 
and ‘pioneering’ based on the visionary elements that I have identified and the 
implications of such elements as they are manifested in action. 

Vision diversity
A study of founding visions brings focus to the intended purpose of an initiative 
including such aspects as its intended beneficiaries and the psychic income that is 
sought. Streamlining, fraternity and pioneering visions involve distinct impact on 
the socio-economic landscape in terms of the kind of ‘value’ that is intended and 
for whom. With a streamlining vision, value is generated in terms of harvested 
potential for those who control the resources. With a fraternity vision, value in 
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terms of sustaining a desired life-style is generated for those who belong to a 
sphere. With a pioneering vision, value is generated in terms of new initiatives 
which will enrich the landscape for the benefit of society. 

Streamlining, fraternity and pioneering visions are expressions of volition and 
commitment. A streamlining vision involves harvesting the untapped potential, 
generating psychic income in terms of power and recognition as the interests of 
one are placed before those of another. This cannot be played out transparently, 
for the motivation to cooperate relies on each affiliate believing that there will 
be gold to collect at the finishing line. The commitment generated by such a 
vision goes no deeper than a cost-benefit analysis of cooperation and defection 
(see the ‘prisoner’s dilemma’ in Cable & Shane 1997). A fraternity vision 
involves reciprocity, ensured through the leveraging of people of similar passion, 
which generates psychic income in terms of a sense of affiliation and the self-
fulfilment that comes from making it happen. Commitment in a fraternity realm 
is sustained as long as expected advantages exceed membership obligations. A 
pioneering vision involves striving to fulfil needs that are not fulfilled otherwise 
or elsewhere. Here, loyalty is to the vision, rather than to a particular project or 
to the members of a group. People are committed to making a difference even in 
the face of privation and adversity when they value the sense of meaning that is 
generated in the engagement. 

In this dissertation, I have applied the concept of vision to the venture capital 
setting. A conceptualisation of visions in terms of intended purpose, intended 
beneficiaries and envisaged psychic income is a contribution to our understanding 
of different kinds of visions and their implications. This incorporates the 
complexity of human nature into the study of economic activity. The concept of 
vision is characterised by much ambiguity, as it is brought into the various streams 
of strategic, entrepreneurship and leadership literature. Streamlining, fraternity 
and pioneering forms bring three dimensions to a concept that is typically treated 
one-dimensionally. In this sense, this research gives a higher resolution of the 
vision concept which may refine our reasoning regarding such issues.

The diverse nature of pioneering, fraternity and streamlining visions in terms 
of intended beneficiaries and psychic income have implications on the leadership 
and motivational levels. This would be interesting to explore further as part of 
our understanding of the role of founding visions and how they are brought to 
life. 

Founding visions and their manifestations
Reflecting on visionary elements and their manifestations, I find that different 
founding visions entail different attitudes or positions vis-a-vis venture capital. 
The concept of Industrial (Venture) Capital is an instrument for a streamlining 
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vision that is continuously refined as leaner instruments become available. The 
use of this instrument, and the reference to such an instrument, is dependent on 
management fashion. Even the organisational shell (Acacia) for the concept of 
Industrial Capital is a perishable asset which must eventually be exited in order 
to harvest its potential. 

The concept of Sympathetic (Venture) Capital is an activity for living out a 
lifestyle consistent with values held in the founders’ network. When concepts 
(such as Competent Capital) threatening the desired lifestyle resonate within the 
sphere, it is an indicator that the founding vision is dying out, whilst people are 
struggling to find ways of filling the void and protecting what has been generated 
through joint effort. As a new way-of-thinking championed by late-comers takes 
its hold, founders find themselves looking for a different sphere where a fraternity 
vision may yet be lived out (cf. Hellgren & Melin 1993). 

The concept of Creative Capital is a concretization of a pioneering vision 
that is challenging to articulate because it involves bringing something into 
the world that is yet unknown. The possible vehicles that may be envisaged for 
the fulfilment of such a vision (ARD, the Institute of Man) are bound only by 
imagination and so a pioneering vision for venture capital transcends venture 
capital as the objectified idea that we know today. In the experimental process 
of venturing into the unknown, a manifestation (such as ARD or its affiliates) 
believed to be effective at conception may prove to be ineffective, leading to the 
pursuit of new avenues for fulfilment.

The research in this dissertation illustrates the potential harmony or disharmony 
between visionary elements (encapsulated in the concept of founding vision) 
and visionary manifestations. The epithets for capital found in this research 
(industrial, sympathetic, creative) harmonise with the streamlining, fraternity 
and pioneering realms in which they were born. The concept of Industrial Capital 
makes sense as a manifestation of a streamlining vision, but not in the light of a 
pioneering vision nor of a fraternity vision, because it clashes with core values 
which carry intrinsic meaning to the founders in both of these contexts. Likewise, 
the concept of Sympathetic Capital, which makes sense from the perspective of a 
fraternity vision, carries no appeal to those who embrace a streamlining vision. 
Creative Capital does not fit with neither a streamlining nor a fraternity vision, 
because of the disharmony between the psychic income sought by such founders 
and the psychic income that can be expected. 

It is possible to envision such visionary manifestations in settings other than 
venture capital. For instance, Doriot’s manufacturing class at Harvard Business 
School is a manifestation of a pioneering vision in an educational setting, which 
is well documented (see chapter 7). Research on founding visions in other settings 
would be interesting to pursue as it would further our understanding of visionary 
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implications and the potential that lies embedded in a particular vision as it is 
brought to life. 

Venture capital affiliation is considered a costly form of financing. There 
are both strategic and human costs involved as the stories in this dissertation 
illustrate. Understanding of different founding visions is valuable. A business 
founder will be able to look for a partner whose vision harmonises with his or 
her own. Likewise, a venture capitalist may better assess whether a prospect is 
compatible by considering the founding vision of the venture in question. Such 
vision compatibility will prove particularly valuable for those who are striving 
to bring a pioneering or a fraternity vision to life. These issues should also be 
relevant for other kinds of interorganisational relationships, such as mergers or 
joint ventures.  

Venture Capital for the future
Looking out over the socio-economic landscape, tensions between venture and 
capital remain. Perry (1988) raises the question of who will provide the much-
needed support for radical product innovation, dwelling on how venture capitalists/
partners with long-term views on venture development are outrivalled by venture 
capitalists/investors seeking short-term gains. Bygrave and Timmons (1992) 
express concerns that the ‘money, skills and inclination’ which characterised 
venture capital pioneers are in danger of extinction. What earned venture capital 
its name - its association with venturing into the unknown - has increasingly 
given way to more refined ways of harvesting wealth, leading to a shift in the very 
nature and definition of venture capital (see Etzkowitz 2002). Referring to venture 
capitalist practices and strategies, Bygrave and Timmons (1992:89) use strong 
terminology to this effect, such as ‘perversion’, ‘redefinition’ and ‘misnomer’. We 
could view this development in terms of the diffusion of techniques and models 
on a global scale, which are instrumental in creating or reorienting new and old 
businesses. Or we could see it as the continuous reformulation of prototypes (see 
Sahlin-Andersson 1996) in a fluid world. Or again we might reach through such 
fluidity for the intended purpose of unfolding initiatives. 

Through such a lens, we see that a streamlining vision for venture capital will 
not support the kind of radical product innovation that both Perry and Bygrave 
and Timmons refer to, because any pioneering idea will precede the crest of a 
fad which will generate the necessary interest of a venture capitalist with such 
a vision (see Tredennick & Shinamoto 2001). Streamlining venture capitalists 
favour monoculture, not biodiversity. They shun revolutionary ideas because 
the outcome of such ventures is far too unpredictable. Here, being unique is 
about doing some aspect of the process differently than others in order to be 
perceived as distinct from competitors. In a world where all cats are greyish, the 
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careful labelling of one’s particular shade of grey in order to create some sense 
of distinction appears especially important (cf. Thøger Christensen & Cheney 
2000). Then purpose becomes a rhetorical exercise for retaining legitimacy and 
recognition from the outside world – reflected in management fashions of vision, 
mission and core values statements (cf. Levin 2000). Hence the strong need for 
brand building; for controlled exposure and attention to reputation. “You can be 
brilliant and have bad products and still succeed.” 

The visionary roots of the venture capital idea have left their imprint on history, 
a legacy that is still reflected in contemporary translations. Socio-economic 
conditions of today, however, appear to favour streamlining visions for venture 
capital, thanks to the impetus of our pension funds that are driving investments 
downstream and to compensation systems which are closely tied to the firm’s 
returns (see Etzkowitz 2002). If we wish to see revolutionary ideas come to life 
which will enrich, rather than empoverish, our socio-economic landscape, then 
it may require the kind of dedication that was once represented by Doriot and his 
associates as they strove to pioneer what they believed would make a difference. 
It would be a loss, indeed, if venture capital would mean the death of visions and 
ideas that can change our conception of the system. Without them, there would 
be little new to refine and we might never come to enjoy what we have yet to 
discover. 

In the visionary realm there is freedom to envision how we want our future 
to be, as a spark for new or renewed action. Research which through critical 
assessment of the past allows for the discernment of a constructive pathway for 
the future captures, to me, the essence of a research of hope. My quest into the 
realm of venture capital has come to an end, and I am richer for it. In a world where 
strong normative influences and powerful forces are shaping the socio-economic 
landscape, I will bear with me the experience that the vision and initiative in the 
form of a small, pioneering seed may serve to transform this landscape in ways 
that we have not thought possible. 
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APPENDIX A
Encounters in the Field

Below is a list of my encounters with people in the field. Personal meetings lasted 
2-4 hours, with exception of my meeting with the Provider (one full day), and 
with one the board members of Delta (approx. one hour). Most encounters oc-
curred in the field, though some meetings were held at the (JIBS) Jönköping In-
ternational Business School (meetings with the Promoter and Alpha’s chairman). 
Phone meetings lasted half an hour to one hour. Most of the meetings listed below 
are one-on-one encounters, with the exception of my presentation at the Lucina’s 
board meeting, my encounter with the two investment managers for the Acacia 
story, and with Gamma’s CEO and new investment manager.  

Meeting Role Organisation / 
Story Comment Character

Dec 14th, 
1999 Chairman and initiator Lucina The Promoter

Jan. 13th, 
2000 CEO (and co-founder) Alpha –

Jan. 21st, 
2000

Board member and 
investor Alpha –

Jan. 21st, 
2000 Founder and CEO Alpha’s affiliate –

APPENDIX A Encounters with the Field
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Meeting Role Organisation / 
Story Comment Character

Jan. 26th, 
2000

Board member and 
investor Alpha –

Feb. 14th, 
2000 Chairman and initiator Alpha –

Feb. 15th, 
2000

Board member and 
investor; Founder and 
CEO of Gamma

Lucina & Gamma The Path-Finder

Feb. 15th, 
2000

Board member and 
investor Lucina The Enhancer

Feb. 15th, 
2000

Board member and 
investor Lucina The Scanner

Feb. 22nd, 
2000 Founder and CEO Linux Solutions The 

Programmer

Feb. 22nd, 
2000 Founder and CEO Optical Inspection –

Feb. 22nd, 
2000 CEO Lucina The Clarifier

Feb. 22nd, 
2000 Controller Lucina

Improvised 
meeting; not 
taped. 

The Scrutiniser
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Meeting Role Organisation / 
Story Comment Character

Feb. 23rd, 
2000 Investment Manager Alpha –

Feb. 24th, 
2000

Board member and 
investor Alpha –

Feb. 25th, 
2000

Board member and 
investor Lucina (Gamma) The Constructor

Feb. 28th, 
2000

Board member and 
investor Lucina The Coach

March 9th, 
2000

Board member and 
investor 

Lucina (Linux 
Solutions) The Developer

March 9th, 
2000 Board member Gamma –

March 9th, 
2000

Board member and 
investor Lucina

Not taped due 
to technical 
failure.

–

March 10th, 
2000 CEO (and co-founder) Alpha

Follow-
up phone 
conversation; 
not taped. 

–

March 17th, 
2000

Board member and 
investor Lucina The Teacher
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Meeting Role Organisation / 
Story Comment Character

March 17th, 
2000 Certified accountant (Lucina) –

March 17th, 
2000

Board member and 
lawyer (investor) Lucina –

May 19th, 
2000

Board member, 
representing investor Alpha –

May 23rd, 
2000 Chairman Gamma –

May 30th, 
2000 Founder and CEO Administrative 

System –

May 31st, 
2000

Board member and 
investor; founder (Public 
Contracting) 

Lucina (Public 
Contracting)

The System-
Designer

May 31st, 
2000 Founder and CEO Automatic Reading –

June 9th, 
2000

Board member and 
investor Lucina The Inventor

Aug. 15th, 
2000 CEO Lucina The Clarifier
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Meeting Role Organisation / 
Story Comment Character

August 
16th, 2000 Chairman and initiator Alpha

Follow-
up phone 
conversation; 
not taped.

–

Aug. 18th, 
2000 Controller Lucina

Follow-
up phone 
conversation; 
not taped.

The Scrutiniser

Aug. 18th, 
2000 Founder and CEO Automatic Reading

Follow-
up phone 
conversation; 
not taped.

–

Aug. 22nd, 
2000 Founder and CEO Administrative 

System

Follow-
up phone 
conversation; 
not taped.

–

Aug. 30th, 
2000 Board Lucina Board 

meeting

August 31st, 
2000 Chairman and initiator Alpha

Follow-
up phone 
conversation; 
not taped.

–

Sept. 1st, 
2000 Founder and CEO Linux Solutions

Follow-
up phone 
conversation; 
not taped.

The 
Programmer

Sept. 5th, 
2000 Founder and CEO Optical Inspection

Follow-
up phone 
conversation; 
not taped.

–

Sept. 12th, 
2000

Founder and CEO of 
Gamma &  investment 
manager

Lucina & Gamma The Path-Finder 
& –
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Meeting Role Organisation / 
Story Comment Character

Sept. 29th, 
2000 CEO (and co-founder) Alpha –

Sept. 28th, 
2000 Chairman and initiator Alpha –

May 4th, 
2001 CEO VC Not taped. –

May 3rd, 
2003 Founder Acacia The Optimiser

June 3rd, 
2003 CEO Delta –

June 12th, 
2003 Interim CEO, Controller Lucina The Scrutiniser

June 12th, 
2003 Chairman and investor Lucina The Teacher

June 23rd, 
2003

Head of Technology 
Investments

Public Fund / 
Acacia

Not taped due 
to technical 
failure.

–

Aug. 14th, 
2003

Investment Managers 
(x2) Private Equity

Private Fund / 
Acacia –
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Meeting Role Organisation / 
Story Comment Character

Aug. 29th, 
2003

Board member and 
investor Lucina The Assessor

Aug. 29th, 
2003

Government 
representative, board 
member

Ministry of Industry 
/ Delta –

Sept. 4th, 
2003

Board member, repr. 
Investment family Lucina The Observer

Sept. 4th, 
2003 CEO Acacia The Scout

Sept. 18th, 
2003 Founder, CTO Linux Solutions

Part of the 
conversation 
not taped due 
to technical 
failure.

The 
Programmer

Sept. 25th, 
2003 CEO Remote Control The Planner

Sept. 25th, 
2003

Senior investment 
manager Delta –

Oct. 29th, 
2003

Partner Corporate 
Finance Acacia –

Oct. 29th, 
2003

Senior investment 
manager Delta –
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Meeting Role Organisation / 
Story Comment Character

Oct. 30th, 
2003 CTO Customer Linux 

Solutions –

Nov. 5th, 
2003 Investor Linux Solutions / 

Lucina –

Nov. 10th, 
2003 Partner Acacia The 

Implementor

Nov. 12th, 
2003 CEO Delta affiliate –

Nov. 19th, 
2003 Senior manager Customer Remote 

Control –

Nov. 20th, 
2003

Senior investment 
manager Delta –

Nov. 24th, 
2003

Initiator and board 
member Lucina The Promoter

Nov. 25th, 
2003 Chairman Remote Control The Advisor

Nov. 25th, 
2003

Senior investment 
manager Delta –
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Meeting Role Organisation / 
Story Comment Character

Nov. 28th, 
2003 Board member Delta –

Feb. 23rd, 
2004 Investor (former CEO) Lucina The Clarifier

March 1st, 
2004 CEO Corporate VC, 

partner Delta –

May 17th, 
2004 Founder and CEO VC, partner Delta –

June 22nd, 
2004

Investor (former 
chairwoman) Linux Solutions The Improver

June 28th, 
2004 Former owner and CEO Remote Control The Provider

Aug. 2nd, 
2004

Multiple business 
founder

VC-backed 
companies (US) Not taped. –

Sept. 15th, 
2004

Board member and 
investor 

Lucina (Linux 
Solutions) The Developer
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APPENDIX B
Characters of the Play

As can be seen from the list of encounters in Appendix A, many of the people 
that I met with have their own voice in the stories by being cast as characters in 
the play. My ambition was to include as many characters as was possible based 
on the material that I had gathered and how the possibility of juxtaposing the 
stories so that a plot would emerge in the reading. By casting these characters, 
I wanted the reader to enter into the specific milieu surrounding each story, by 
experiencing its people, the way they talked, what they were thinking about or 
how they reacted to certain questions. 

Early on in my research, I decided that I would anonymise the material, out 
of consideration for the people who have volunteered their thoughts and per-
sonal experiences, and for the researcher who strives to place focus on what is 
interesting rather than sensitive in a story. Each of the characters in the play 
have been given names that reflect something characteristic about their story, 
something that they themselves emphasised or which seemed particularly im-
portant to them. For instance, the Clarifier earned his name from the emphasis 
that he placed on the clarification of focus (“In those situations we try to take the 
opportunity to accentuate; perhaps we try to write down what the focus of our 
companies is. That’s not always clear on their part, but we know it’s there, the 
focus is there somewhere; we just have to clarify it.”). Likewise, the Planner was 
so named for his enthusiasm for implementing plans (“I have great use for the 
board and the owners who come up with ideas! When life is a bit heavy, I usually 
tell the Path-Layer that now we need to sit down for half a day, and then we look 
through everything and then I come out much strengthened by the meeting...”). 
In this way, each character was given an individualised name, rather than a re-
ference to his formal position (which would mean several investment managers, 
CEOs and so forth). The characters are introduced with reference to their formal 
positions at the beginning of each scene. 

APPENDIX B Characters of the Play



JIBS Dissertation Series 
No. 001 Melander, Anders: Industrial wisdom and strategic change – The 
Swedish pulp and paper industry 1945-1990, 1997 (Business 
Administration) 
No. 002 Marmefelt, Thomas: Bank-industry networks and economic 
evolution – An institutional-evolutionary approach, 1998 (Economics) 
No. 003 Wiklund, Johan: Small firm growth and performance – 
Entrepreneurship and beyond, 1998 (Business Administration) 
No. 004 Braunerhjelm, Pontus: Knowledge capital, firm performance and 
network production, 1999 (Economics),  
No. 005 Frankelius, Per: Företagande över tid – Kontextuellt perspektiv 
och visuellt beskrivningsspråk, 1999 (Business Administration) 
No. 006 Klaesson, Johan: A study of localisation economies and the 
transport sector, 2001 (Economics) 
No. 007 Hatemi-J, Abdulnasser: Time-series Econometrics Applied to 
Macroeconomic Issues, 2001 (Economics) 
No. 008 Alhager, Eleonor: Mervärdesskatt vid omstruktureringar, Iustus 
förlag AB, 2001 (Commercial Law)
No. 009 Hugoson, Peter: Interregional Business Travel and the Economics 
of Business Interaction, 2001 (Economics) 
No. 010 Pettersson, Lars: Location, Housing and Premises in a Dynamic 
Perspective, 2002 (Economics) 
No. 011 Paulsson, Thomas: Decision Making, Risk, and Utility – 
Assessments and Applications of Alternative Decision Models, 2002 
(Economics) 
No. 012 Brundin, Ethel: Emotions in Motion – The Strategic Leader in a 
Radical Change Process, 2002 (Business Administration) 
No. 013 Wiklund, Hans: Arenas for Democratic Deliberation – Decision-
making in an Infrastructure Project in Sweden, 2002 (Political Science) 
No. 014 Florin Samuelsson, Emilia: Accountability and Family Business 
Contexts - An Interpretive Approach to Accounting and Control Practices, 
2002 (Business Administration) 
No. 015 Ahl, Helene J.: The Making of the Female Entrepreneur – A 
Discourse Analysis of Research Texts on Women’s Entrepreneurship, 2002 
(Business Administration) 
No. 016 Olsson, Michael: Studies of Commuting and Labour Market 
Integration, 2002 (Economics) 



No. 017 Wigren, Caroline: The Spirit of Gnosjö – The Grand Narrative 
and Beyond, 2003 (Business Administration) 
No. 018 Hall, Annika: Strategising in the context of genuine relations: An 
interpretative study of strategic renewal through family interactions, 2003 
(Business Administration) 
No. 019 Nilsson, Ulf: Product costing in interorganizational relationships 
– A supplier’s perspective, 2003 (Business Administration) 
No. 020  Samuelsson, Mikael: Creating new ventures: A longitudinal 
investigation of the nascent venturing process, 2004 (Business 
Administration) 
No. 021 Bruns, Volker: Who receives bank loans? A study of lending 
officers’ assessments of loans to growing small and medium-sized 
enterprises, 2004 (Business Administration) 
No. 022 Gustafsson, Veronica: Entrepreneurial Decision-Making: 
Individuals, tasks and cognitions, 2004 (Business Administration) 
No. 023 Agndal, Henrik: Internationalisation as a Process of Strategy and 
Change – A Study of 16 Swedish Industrial SMEs, 2004 (Business 
Administration) 
No. 024 Ejermo, Olof: Perspectives on Regional and Industrial Dynamics 
of Innovation, 2004 (Economics) 
No. 025 Barenfeld, Jesper: Taxation of Cross-Border Partnerships: 
Double-Tax Relief in Hybrid and Reverse Hybrid Situations, 2005 (Law) 
No. 026 Hilling, Maria: Free Movement and Tax Treaties in the Internal 
Market, 2005 (Law) 
No. 027 Brunninge, Olof: Organisational self-understanding and the 
strategy process, 2005 (Business Administration) 
No. 028 Blombäck, Anna: Supplier brand image – a catalyst for choice: 
Expanding the B2B brand discourse by studying the role corporate brand 
image plays in the selection of subcontractors, 2005 (Business 
Administration) 
No. 029 Nordqvist, Mattias: Understanding the role of ownership in 
strategizing: a study of family firms, 2005 (Business Administration) 
No. 030 Karlsson, Tomas: Business Plans in New Ventures: An 
Institutional Perspective, 2005 (Business Administration) 
No. 031 Johnson, Andreas: Host Country Effects of Foreign Direct 
Investment: The Case of Developing and Transition Economies, 2005 
(Economics) 



No. 032 Nyström, Kristina: Entry and Exit in Swedish Industrial Sectors,
2006 (Economics) 
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