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KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Abstract

The purpose of this research is to identify the main driver for Portuguese startups between team
oriented factors and product/market oriented factors. Given the importance of startups in the
economic growth of modern economies - in job creation or innovation, it is crucial to identify what
drives startup success and how it differs between ecosystems. We aim at understand the
characteristics of the Portuguese entrepreneurial ecosystem and compare the Portuguese
environment with startup ecosystems in the USA and in Germany. First in terms of strengths and areas
for improvement of the national ecosystem, and second on the critical factors for success in the
perspective of entrepreneurs. The research was developed through survey interviews in which was
asked to 92 entrepreneurs from Portuguese startups that participated in Web Summit 2016 to rank
ecosystem factors in terms of satisfaction and importance to success. In this study, the factors that
affect the startup ecosystems are analyzed and compared, suggesting that the Portuguese ecosystem
for startups has a favorable human capital pool and a conductive culture that fosters entrepreneurship.
On the other hand, should improve government policy and support from accelerators and incubators.
The Portuguese entrepreneurial ecosystem, even though mixed in terms of primary driver for success,
is mainly driven by people factors, being key in this ecosystem to access and capture talented people,
but also to access international markets. It is found that ecosystems conditions are favorable to the
main drivers for success in the perspective of entrepreneurs.

Keywords: Portuguese entrepreneurial ecosystem; key success factors; favorability factors;
satisfaction; environmental success factors; US startup ecosystem; Germany startup ecosystem;
entrepreneurial ecosystems comparison; entrepreneurial ecosystems assessment; entrepreneurship;
startup environment.

Resumo

O propésito deste estudo é a identificagdo do principal motivador para as startups portuguesas, entre
fatores humanos e fatores relacionados com produto/mercado. Dada a importancia das startups no
crescimento econdmico nas economias modernas, seja por criagdo de emprego ou inovacao, é crucial
identificar o que leva as startups ao sucesso e como isso difere entre ecossistemas. Pretende-se
perceber as caracteristicas do ecossistema portugués para o empreendedorismo, comparando-o com
ecossitemas de startups nos EUA e na Alemanha. Esta comparacgao é feita em termos de forgas e dreas
a melhorar no ecossistema nacional e posteriormente, em termos de fatores criticos para o sucesso
na perspectiva do empreendedor. O estudo foi desenvolvido através da resposta a questiondrios feitos
a 92 empreendedores de startups portuguesas que participaram na Web Summit 2016, para que
avaliassem fatores do ecossistema, em termos da sua satisfagdo e importancia para o sucesso. Neste
estudo, os fatores que afetam o ecossistema de startups sdo analisados e comparados, sugerindo que
o ecossitema portugués de startups tem capital humano favoravel e normas culturais que fomentam
empreendedorismo. Por outro lado, devem ser melhoradas politicas governamentais e apoio por parte
de aceleradoras e incubadoras. O ecossistema portugués de empreendedorismo, apesar de misto em
termos do principal condutor para o sucesso, é fundamentalmente impulsionado por fatores humanos,
sendo essencial o acesso e retencdo de pessoas talentosas mas também o accesso a mercados
internacionais. Por fim, é exposto que as condi¢Ges do ecossitema asseguram de forma satisfatoria os
fatores mais importantes para o sucesso de startups.
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L. INTRODUCTION

The entrepreneurial ecosystem has been an important engine of modern economies (Isenberg, 2010).
Promoting competition among prevailing businesses, startups have been disrupting the fundaments
of existing industries and offering a more valuable alternative for consumers and businesses than what
established companies can offer (Amit & Zott, 2001). The increase in rivalry brought by startups fosters
productivity and prosperity in the economy as starting up and scaling new ventures is a vital element
for job creation, innovation and economic growth (Clarysse, Wright & Van Hove, 2015). Disruptive
practices are emerging from Silicon Valley to Tel-Aviv and while it is impossible to simply replicate an
ecosystem, there are road maps and valuable lessons that can be followed (Isenberg, 2010). In 2015,
Lisbon became the first city to receive the European Entrepreneurial Region award. Investors from
across the world and specifically from Europe have started to look at Lisbon to capitalize on the

relatively low cost of living and low rents, affordable IT talent and tech-friendly infrastructure (Laird,

2016).
1. Overview of The Portuguese Entrepreneurial Ecosystem
Nine Portuguese startups already had a Figure 1 - Comparison of the Portuguese Scaleup Ecosystem.
Source: SEP Monitor 2015
successful exit from the ecosystem, m  GDP®MOMNAL 2014 30
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. . . . CAPITAL RAISED
attracting the interest of foreign acquirers, ® g
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primarily from the US (SEP Monitor, 2015). " orsonmes
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Despite being young, the Portuguese startup

ecosystem is growing well and fast (SEP

Monitor, 2015). In fact, from 40 Portuguese

528478

information and communication technology
(ICT) scaleups?® since 2010 to 2015, $166M
was raised (figure 1), and 65% of them had a
funding event in the last two years. The 40
Portuguese ICT scaleups have raised almost -y

108

200 million dollars since inception which is a

40
$2308 Iwﬂ-B 9 5168 39

relatively small figure if compared with other

European countries like the UK, Germany,

1 Scaleups are a category of startups that raised funds over a million dollars.
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France, Spain and Italy (figure 1). The S166M raised is 39 times less than the amount raised in Germany,
which had 5 times more scaleups in the same period. Nevertheless, the amount of capital raised by
Portuguese scaleups is not a small number if consider the relative smaller size of the Portuguese
economy (nominal GDP in billions as of 2014 on figure 1). According to the Global Entrepreneurship
Monitor (GEM?) between 8 and 9 Portuguese adults in every 100 are early-stage entrepreneurs, from
results of 2013. To be precise, Total early-stage Entrepreneurial Activity - TEA?- was 8.3% for Portugal
that year. Contrasting with other countries, Germany had 5.3% in 2014 (Sternberg, Vorderwulbecke,
& Brixy, 2014) far distanced from the world leader US with 13.8%, which continues a four-year pattern
of high and stable total early-stage entrepreneurial activity rates (Kelley et al., 2015). Despite Portugal
lacks very behind the US regarding the TEA indicator, the entrepreneurial intention to start a business
in the next three years of those who are not involved in any stage of an entrepreneurial activity is very
similar in both countries, 13% in Portugal and 12% in the US, while in Germany is 6% (GEM, 2013). GEM
also reports that austerity measures in Portugal have driven unemployment levels to record highs and
entrepreneurship has proven an escape route (GEM, 2013). People are being attracted to the
Portuguese startup scene which in turn encourage international players to enter in the ecosystem - as
is the example of Seedcamp® that has moved to Lisbon instead of the usual location in Spain. In the
past few years, Portugal has shown signs of becoming more attractive for international well established
players ranging from investors to accelerator programs, which are often more resourceful than the
national ones, by having either established international networks or easier access to capital (Cruz and
Carreira, 2016). The fast-growing startup ecosystem of Lisbon and its geographic similarities with the

city of San Francisco, USA, is making the city of Lisbon be Figure 2 - Scaleup Hotspots (SEP Monitor,

referenced as Europe’s San Francisco (Bloomberg, 2015). S105M 2015)
Bloomberg adds that “The Portuguese capital already has the B CAPITAL RAISED
bridge, trams and surfers. Now it's starting to show off itstech !/ = LTE;UEEH "
strength too, with a raft of startups in Lisbon catching the o SCALEEES
attention of international investors” — writes Caroline Hyde in 1 a
“The West Coast of Europe Wants to Be the New West Coast”
(Bloomberg, 2015). In Lisbon, the amount of capital raised $29M $32m
from scaleups since 2010 was much higher than in other
geographic locations of the country (figure 2). (Details on the

Lisbon Porto Others

2 GEM is a group of scholars in entrepreneurship that studies the complex relationship between
entrepreneurship and economic growth providing custom datasets, special reports and expert opinion on the
entrepreneurship ecosystem.

3 TEA measures the percentage of 18-64 population who are either a nascent entrepreneur or owner-manager
of a new business.

4 Seedcamp is the first European Y Combinator style accelerator.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 7



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

location of “Others” can be found in Appendix, figure 41). Additionally, accelerators are showing to
have an impact on the Portuguese entrepreneurial ecosystem (Foundum, 2013). In 2015, 156 startups
went through a Portuguese accelerator program where 327,000 USD were invested by 4 accelerators
(Brunet, Grof & lzquierdo, 2016). Beta-i is the top entrepreneurial promoter in the country and the
second most active in Europe, 95 ventures went through its program. (Brunet, Grof & Izquierdo, 2016).
There is significant evidence of accelerators to improve the outcome of startups and these benefits
spill over into the startup community having a positive impact on the ecosystem (Hathaway, 2016).
Thus, the accelerators have a responsibility role in boosting entrepreneurial performance in Portugal,
since they have the capabilities to bring experienced mentors and important players from the
international startup scene to Portugal that invest in the Portuguese potential. As it was in the case of
Seedcamp, that has taken on investments in several Portuguese startups and that has been in Portugal
because of the continuous effort of Beta-i to bring the renowned program to the country. Beta-i
cultivates their own startup ecosystem and promotes credibility by spreading the word about what is
going on in Lisbon across the main startup hubs of the world like Silicon Valley, London, Berlin and Tel-
Aviv through the Lisbon Challenge Roadshow (Marvao, 2015)°. The formula seems to be working since
in the last few years 3 startups that went through Beta-i program (Unbabel, Orankl and Impraise) were
onY Combinator® - both Y Combinator and Seedcamp started as a seed accelerator but have expanded
and changed their program offerings and are now considered to be seed funds. World phenomenon
such as Dropbox, Airbnb, Weebly and Reddit went through Y Combinator which is seen as the most
successful program of its kind, having a 1% to 2% acceptance rate from all applications and 72% of its
startups receive further external funding after graduation (Rich, 2013). Startup accelerators can serve
as a deal aggregator and a first quality checker for investors as they spot and nurture the most
promising early stage ventures on the market (Clarysse, Wright, & Van Hove, 2015; Hathaway, 2016).
Furthermore, Portugal has been opening the doors to entrepreneurship and the fact that Web Summit
has been moved to Lisbon where the international conference will be held at least from 2016 to 2018
clearly shows the increased attractiveness of Portugal as an important hub for the startup industry
worldwide (Foundum, 2013). Despite Web Summit’s HQ remains in Dublin, the company will open an
office in Lisbon being the first to integrate the new 3,000 m? creative hub in Beato, Marvila (Pimentel,
2016). With 53,056 attendees from 166 countries over 3 days, Web Summit is the biggest event of its
kind in Europe and it was expected to return at least 175 million Euros to the local economy (RTP
Noticias, 2016). Paddy Cosgrave, founder and CEO of Web Summit points out that they needed a new

home for future growth and the choice of Lisbon happens because of the strong infrastructure in the

5 Ricardo Marvdo is Co-Founder and Board Member of Beta-i
6 Y Combinator, established in 2005, is the first program of its kind introducing the “cash for equity” model.
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city, the world-class venue and the thriving startup community that is emerging in the city (Cosgrave,

2015).

[.2. Problem Statement and Research

Problem

The emergence of big Portuguese startups and the vibrant entrepreneurial environment found in
Lisbon deserves a deeper understanding of the phenomena, as knowledge in the academic world is
missing for this particular ecosystem. What should Portugal do to improve entrepreneurship and
strengthen its competitive advantages on this area? To answer this question is essential to fully
understand the characteristics of the Portuguese entrepreneurial ecosystem. Particularly, we will
research the problem related to drivers of success on Portuguese startups. As such we will characterize
the startup environment in Portugal by comparing the Portuguese drivers of success and satisfaction
of startups with those of the USA and German ecosystems. The startup ecosystem, also called
entrepreneurial ecosystem, is the result of specific set of environmental factors influencing on the
success of new ventures over time (Isenberg, 2010; Isenberg, 2011a; Acs, Autio, & Szerb, 2014,
Feldman, Francis, & Bercovitz, 2005; Feld, 2012). The understanding of what those are can facilitate a
clear characterization of the ecosystem in terms of its primary characteristics and drivers. So, for that
matter, with the purpose of answering the question of what drives startup success and to draw
comparisons with ecosystems from around the world, the study focus on the understanding the factors
that are critical to achieve success in the three ecosystems and the identification of key areas for
improvement for startups, incubators, accelerators and policy makers, with the purpose of promoting
a healthier environment for startups. In that sense, it is very important to differentiate two concepts
that will arise during this study. First, the strengths and areas for improvement of the ecosystems are
defined by the most satisfied and least satisfied characteristics from the perspective of entrepreneurs.
Making possible to answer the problem of what are the current characteristics of the startup
environment. Second, the KSF’ are the indispensable characteristics felt by entrepreneurs, regardless
of their presence in the current ecosystem, that if fulfilled then startups have the necessary
requirements to a successful outcome. Answering the problem of what are the drivers to success for

startups in the ecosystem.

7 Key Success Factors
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Research

Therefore, to try to understand the problem mentioned it is necessary to put some structure around
it and make clear what are the questions that once answered can then help to characterize the
Portuguese ecosystem. The characteristics of entrepreneurial ecosystems from around the world, are
strongly linked to cultural norms and the history of their country (Feld, 2012; Hwang & Horowitt, 2012;
Isenberg, 2011b). These characteristics allow us to hypothesize that there are “team-focus”
ecosystems, those who believe that success depends heavily on the human capital of the startup
(Mulcahy, 2013; Harroch, 2013; Torres, 2015; Frick, 2015; Hisrich & Jankowicz, 1990; Jo & Lee, 1996),
and “idea-driven” ecosystems, those who believe that the product and its fit with the market are the
key to startup success (Feinleib, 2012; Hart & Moore, 1990; Kaplan et al., 2009; Bhide, 1992). The main
goal of this study is to make clear the relative importance of the “team” and “idea” in the success of a
startup in Portugal and to place the national ecosystem between Germany and the USA, through the
study of the KSF in these three ecosystems. The research questions are presented in figure 3. First, this
study aims to assess the strengths and weaknesses in each of the ecosystems. As a strong
entrepreneurial ecosystem only arises if satisfied or favorable the most important factors for startups
(Isenberg, 2010). Secondly, we will research the KSF in each of the ecosystems, in search for the most
important factors for startups. From here we aim to define the criteria used to assess people oriented
startups and idea oriented startups, and in that way, understand if what drive success on the
Portuguese ecosystem are the people or the business idea. By understanding the specificities of the
Portuguese ecosystem, we can draw a comparison with the US and German ecosystems. Assessing
from which ecosystem Portugal resembles more, making clear where we can look for road maps and

valuable lessons to be followed.

Figure 3 - Definition of the Research Questions.

How favorable is the Portuguese ecosystem towards entrepreneurship? How
does it compare with the favorability of other well established ecosystems?

eResearch Question 1

Which are the KSF for the Portuguese entrepreneurial ecosystem? How do
they compare with KSF for other well established ecosystems?

eResearch Question 2

Is the Portuguese entrepreneurial ecosystem Team-Focus or Idea-Driven?

eResearch Question 3

First, this study attempts to understand whether the Portuguese ecosystem is just a fad or can it

provide the factors that allow for sustainable success in the long run. In order to understand that, this
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study will assess how favorable the Portuguese ecosystem is within the variables that define a strong
entrepreneurial ecosystem (Isenberg, 2010). The purpose of the first analysis is then the discovery of
how the Portuguese ecosystem is sustaining entrepreneurial activity compared with other well
established ecosystems. The second research question of the study is about, the crucial factors
impacting on the success of startups. We want to find out what are the most important factors to
achieve success for a startup in the Portuguese ecosystem and compare them with KSF of other well
established ecosystems. After identifying the relevant factors in the ecosystem that drive success, we
will divide them in order to categorize the Portuguese ecosystem in terms of its primary focus. Are
Portuguese entrepreneurs primarily focusing on its teams before investing their time and effort to
developed the product or service, or is it the other way around? We want to find, within the factors
that were previously determined for the entrepreneurial ecosystem, if the Portuguese startups are

mainly driven by people related factors or product/market related factors.

Methodology

The study is conducted under an analysis of online survey with the intent of assessing the favorability
factors and KSF of different entrepreneurial ecosystems — Portugal, USA and Germany. Being the final
goal the identification of the main driver of the ecosystem, in terms of the groups of factors classified
as team or idea. It is proposed an assessment of the most pertinent factors affecting the Portuguese
ecosystem by comparison with results from the USA and Germany, from Geibel & Manickam (2016),
which contemplates different geographical locations, industries and size. To assess the Portuguese
ecosystem though, data was collected on 92 entrepreneurs particularly working on information and
communication technology and science-based technology startups. Entrepreneurs rated several
factors regarding the environment in which they work. Firstly, in terms of satisfaction of several
factors. The goal being to reach to a clear conclusion regarding how the ecosystem is currently
performing in satisfying and growing its entrepreneurial capacity, finding how favorable is to conduct
business in the ecosystem, from the perspective of entrepreneurs. Secondly, it was asked to be rated
several factors in terms of importance to achieve success in the ecosystem. From here it was possible
to find the KSF of the ecosystem, and by selecting the most appropriate ones, consider on the focus of
startups in terms of people or product. To conclude, it is relevant to note on the intent of studying the
favorability factors of the ecosystem along with KSF. If KSF identified by entrepreneurs are also the
strengths of the ecosystem, which mean the most favorable factors in a specific environment, that
ecosystem is in a good place to support and cultivate successful entrepreneurship. On the other hand,

if some of the KSF are the least favorable factors for entrepreneurship, it must be given priority to the
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development of that areas which entrepreneurs feel as most critical to their success. As success in a

particular ecosystem can only be achieved if KSF are satisfied.

L.3. Academic and Managerial Relevance

This research arises from the necessity to further study how factors affecting startups are perceived
across different geographical locations and cultures (Geibel & Manickam, 2016). Academically, this
study shows to have relevance by allowing comparisons between ecosystems, it promotes the clear
understanding of what set of factors impact the most on the success of a startup in different
geographical locations. Being possible to compare the Portuguese startup ecosystem with leading
startup hubs around the world, finding similarities and divergences to better understand ecosystems.
From a managerial perspective, the research has a relevant impact on three distinct players: startups,
support organizations and policymakers. By understanding what is most valued by entrepreneurs in
their path to achieve success, startups can implement improvements in resource allocation.
Furthermore, we can idealize the perfect environment to establish a venture that will succeed in the
future if acknowledged what successful startups value the most and the level of satisfaction with
specific environmental factors. Therefore, policymakers and managers of accelerators and incubators
can then improve the conditions given to entrepreneurs by knowing their needs to achieve success.
Policymakers around the world are recognizing the potential of high growth entrepreneurship and are
interested in supporting it (Isenberg, 2010). Governments are beginning to recognize that
entrepreneurship can boost their economies and best practices are emerging from surprising places.
While there is no exact formula for creating an entrepreneurial economy (Isenberg, 2010), there are
road maps and valuable lessons can be learned from what is successfully working in the Portuguese
ecosystem. Leaders should leverage on this research to assess their entrepreneurial ecosystem and
improve its potential. For that reason, the final goal of the study is to reach to a clear set of
recommendations and suggestions that can support entrepreneurs and managers of support

organizations to achieve better results in the Portuguese ecosystem.
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I1. LITERATURE REVIEW

We followed a thorough literature review on factors that are essential to a robust entrepreneurial
ecosystem so we can have assured that those factors are drivers of success for startups. To initiate the
approach to the topicitis presented a clear definition of entrepreneurial ecosystem and a set of factors
that provide benefits and resources to entrepreneurs within the domains of the ecosystem (Isenberg,
2011a; Isenberg, 2011b). The relationships between those factors constitute the ecosystem, and the
more satisfied the factors that constitute the ecosystem, the more favorable for entrepreneurship is
the environment. Afterward, it is presented a comprehensive manner of defining KSF and the set of
factors that study the domains in which the startup ecosystem is sustained which are grouped from
the perspective of startups. The goal of this section is to present evidence for the factors chosen to
study the main success drivers for startups — ecosystem focused on team vs. ecosystem focused on
idea. Finally, it is shown a comparison of the USA and German ecosystems, so we can hypothesized
their main focus of success and therefore, create a baseline for comparison for the Portuguese

entrepreneurial ecosystem.

I1.1. Entrepreneurial Ecosystem

One emerging approach explaining high-growth entrepreneurship is the entrepreneurial ecosystem
(Isenberg, 2010; Zacharakis et al, 2003; Napier & Hansen, 2011; Malecki, 2011; Feld, 2012).
Entrepreneurial ecosystem is understood as a conceptual umbrella for creating resilient economies
based on entrepreneurial innovation, encompassing a variety of different perspectives. From the
academic perspective (Acs, Autio, & Szerb, 2014; Feldman, Francis, & Bercovitz, 2005), policy
perspective (Isenberg, 2010; World Economic Forum, 2013), and from popular business literature
(Feld, 2012; Hwang & Horowitt, 2012), entrepreneurial ecosystems are similarly seen as the factors
within a region that support the development and growth of innovative startups and encourage
venture creation. Originally, Dubini (1989) argues that these environments are characterized by the
presence of role models, a diverse economy, a strong business infrastructure, available investment
capital, a supportive entrepreneurial culture, and public policies that incentivize venture creation. In
the 90s, while studying the natural interactions between companies and their suppliers, customers
and financiers, Moore (1993) introduced the term “ecosystem”, making clear that businesses do not
develop in an isolated manner maintaining relevant interactions with their stakeholders. Moreover, in

dynamic ecosystems, which suggests more active interactions between players, new ventures have
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better opportunities to grow creating employment and significant wealth for its founders, the
management team, investors, and employees compared with ventures created in less dynamic
locations (Rosted, 2012). These individuals, by maintaining continuous involvement in the ecosystem
reinvest the experience and wealth gained in their previous endeavours as mentors, angel investors,
venture capitalists, board members, advisors or serial entrepreneurs becoming role models in the
society (Napier & Hansen, 2011) (Appendix, figure 40 and 41). Interestingly, only a few entrepreneurial
successes are needed to have major benefits in the ecosystem due to spillover effects (Isenberg, 2010;
Isenberg 2011b). More recently, Isenberg (2010) argues that accessible local and international
markets, available human capital and financing, mentorship and other support systems, supportive
regulatory frameworks, and universities are the most important factors for creating an entrepreneurial
ecosystem. Isenberg, with his approach on the entrepreneurial ecosystems develops what he calls an
“entrepreneurship ecosystem strategy for economic development” (Isenberg, 2011a; Isenberg,
2011b). Defining an entrepreneurial ecosystem as a set of networked institutions with the objective of
supporting the entrepreneur to go through all the stages of the process of venture development
(Isenberg 2010; Isenberg 2011a; Isenberg 2011b). Isenberg claims that his approach establishes a fresh
and cost-effective strategy for stimulating economic prosperity in the sense of successfully install
cluster strategies and promote national competitiveness policies (Isenberg, 2011a; Isenberg, 2011b).
An entrepreneurial ecosystem is then self-sustained as soon as its six domains become satisfactory for
entrepreneurs (Isenberg, 2011a, Isenberg, 2011b). The six domains of the ecosystem contemplate an
encouraging culture, empowering policies and leadership, suitable financial backing, quality of human

capital, venture friendly markets and variety of institutional support (figure 4).

Figure 4 - Isenberg's Six Domains of an Entrepreneurship Ecosystem (Isenberg, 2011).

Entrepreneurial

Ecosystem

Human
Capital

Included in these generic domains are numerous factors interacting in a highly complex and
idiosyncratic way being very difficult to identify a generic causal path due to cause-effect relations of
the elements. Therefore, policy-makers must intervene in a holistic manner, treating the entire

ecosystem simultaneously as their efforts are mutually reinforcing. An interesting implication of the
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ecosystem approach is that, each entrepreneurial ecosystem is unique and cannot be fully replicated.
Each ecosystem develops under a unique set of conditions and circumstances, that is, a specific context
that requires resources, time and effort to make the entrepreneurial ecosystem grow by

experimentation and learning (Isenberg, 2010).

Assessing the Entrepreneurial Ecosystem

To address the ecosystem and to assess the six generic domains of the entrepreneurial ecosystem,
factors in the environment that are crucial for a strong entrepreneurial ecosystem were selected
(figure 5). The following section reviews existing theories about entrepreneurial ecosystems in order
to detail the most commonly cited factors of entrepreneurial ecosystems and to discuss how they

provide resources and benefits to entrepreneurs and new ventures.

Figure 5 - Factors used in the Research to Assess Entrepreneurial Ecosystems
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Policy and governance comprehends government regulations and leadership which represent the laws
and directives that create publicly funded support programs designed to encourage entrepreneurship
through tax benefits, public investment funds or reductions in bureaucratic regulation (Huggins &
Williams, 2011; Mason & Brown, 2013). This domain includes regulation and incentives to
entrepreneurship, which comprise reducing legal barriers to startup creation, developing effective tax
regimes, providing public funds to entrepreneurship, networking opportunities, or state-run programs
that either support entrepreneurship through direct funding or removal of barriers to venture creation
(Desrochers & Saulet, 2008; Isenberg, 2010).

Finance

Financing from institutional investors like venture capitalists, angel investors, or entrepreneur’s own

family and friends is a critical factor of an entrepreneurial economy (Malecki, 2011). Investment capital
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for new ventures at seed and pre-seed stage is an essential catalyst for startup growth, as investors
act as advisors helping startups to face the challenges of growth with the purpose of scale the business
in the best and fastest way possible (van der Borgh, Cloodt, & Romme, 2012; Kenney & Patton, 2005;
Malecki, 2009).

Culture

Cultural factors comprehend the societal norms toward entrepreneurship which can be fostered by
success stories of entrepreneurship. Stories of successful local entrepreneurs inspire youth and
potentiate new entrepreneurs, since the examples of successes when highlighted and celebrated can
actually be viewed as root causes to the development of the ecosystem (Isenberg, 2010; Nelles et al.,
2005; Feld, 2012). Entrepreneurship must be respected as a worthy occupation which legitimizes risk
taking, experimentation and dealing with uncertainty (Aoyama, 2009; Feldman 2001; Julien 2007). For
example, Aoyama (2009, p. 500) argues that regional cultures influence entrepreneurial activities by
shaping acceptable entrepreneurial practices and norms into the work environment of new ventures.
Support

The support domain of the entrepreneurial ecosystem is assessed by the support services, such as,
patent lawyers or accountancies (Kenney & Patton, 2005), along with incubation, acceleration, and
coworking programs that provide office space for startups, advising and networking support
(Totterman & Sten, 2005). The presence of social networks that connect entrepreneurs, advisors,
investors, and workers allow free flow of knowledge and skills (Dubini, 1989; Malecki, 1997; Neck et
al.,, 2004). Additionally, mentorship from local successful entrepreneurs and business people who
provide advice for younger entrepreneurs, represent an important facilitator of entrepreneurial
activity (Feld, 2012; Kenney & Patton, 2005; Bosma et al., 2012; Ozgen & Baron, 2007). Also, availability
of sufficient office space, telecommunication facilities, and transportation infrastructure enable
venture creation and growth (Audretsch et al., 2011; Mack & Rey, 2014).

Human Capital

There must be present a proper talent pool of skilled and unskilled workers willing to work at startups
(Arruda, Nogueira, & Costa, 2014; Audretsch et al., 2011; Bahrami & Evans, 1995; Harrison & Leitch
2010). Besides that, presence of entrepreneurs who have experience in creating new ventures, hiring
people and that have specific technical skills, as well as, experience as board members and advisers
(Isenberg, 2010; Audretsch, et al., 2011; Qian, Acs, & Stough, 2013), are essential factors for success in
entrepreneurial economies. Universities and other higher education institutions play a key role at
develop new technologies that create entrepreneurial opportunities (Lawton Smith et al., 2014), as
well as, produce new knowledge spillovers into existing startups (Krichhoff et al., 2007; Shane, 2004).

In addition, startups are able to access the knowledge of universities through hiring graduates.
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Universities help develop the human capital of a region by fostering entrepreneurial mindsets in
students, encouraging them either to start new ventures or to work in them (Wolfe, 2005).

Markets

Availability of a strong local market and presence of local customers with specialized needs, creates
opportunities for new ventures (Spilling, 1996). A curious community willing to be early adopters
serving as proof-of-concept is essential to install and deploy new ventures in the ecosystem. This gives
startups a platform to make early sales and build up their capabilities for future expansion (Feldman,
2001). Access to the existing market, along with unconstrained access to global markets is essential to

the development of an entrepreneurial ecosystem (Spilling, 1996).

The entrepreneurial ecosystem approach shows a clear emphasis on the environment and the
conditions required to create startups and to support entrepreneurs (Isenberg, 2011a; Isenberg,
2011b). Using the framework on figure 5 with specific environmental factors that sustain a strong
entrepreneurial ecosystem and consequently, lead venture success, it is possible to identify the
strengths and areas for improvement in the different ecosystems. Therefore, by measuring the relative
satisfaction by entrepreneurs on specific factors aimed at assessing the entrepreneurial ecosystem
domains, we can at some extend, reach to an understanding of which is more favorable to the
entrepreneurial ecosystem in Portugal and which is not. If the least favorable areas of the Portuguese
environments are the most valuable aspects for entrepreneurs to conduct their business, then there

is an urge to improve that aspect.

I1.2. Key Success Factors on the Entrepreneurial Ecosystem

The set of factors that assess the domains which constitute the startup ecosystem are grouped from
the perspective of startups to make possible a clear understanding of the factors that are relevant to
success in the different ecosystems. First, it is important to detailed on what Key Success Factors (KSF)
mean as it potentiates the understanding of the most indispensable factors on the entrepreneurial

ecosystem.

Key Success Factors

KSF has been widely diffused and applied into the business environment as it shows a very pragmatic

approach to be led on (Rockart, 1982). The concept of concentrating efforts and resources on the few

things that are most important for organizations is not new and has been used for decades, even
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centuries (Forster & Rockart, 1989). Largely disseminated by Rockart (1979) but originally proposed by
Daniel (1961), the method is being implemented in a variety of fields of study to determine the most
critical factors influencing enterprise success (Rockart, 1982). Key success factors are then defined by
“the limited number of factors in which results, if satisfactory, will ensure successful competitive
performance for the organization” (Rockart, 1982). Likewise, Leidecker and Bruno (1984) have defined
KSF as “characteristics, conditions or variables that, when properly sustained, maintained or managed,
can have a significant impact on the success of a firm competing in particular industry.” Past research
has identified a wide range of possible variables that have substantial impact on the success of a
venture and which investors use when evaluating investments opportunities (Maxwell et al., 2011).
Nevertheless, it is necessary to overcome the bases of intuition that business venture still has
associated in regards to identify forthcoming potential (MacMillan, Zemann, & Subbanarasimha,
1987), and that is why the purpose of the study is to reach to the specific set of factors that have the
major impact on the success of a startup among the possible success factors identified in the literature.
As success depends a lot on the perspective of who defines it, intrinsic values and motivations impact
on the way entrepreneurs envision as success. However, from the discussions with entrepreneurs in
this research, one similarity seems to exist. The determination to conduct business over time,
sustained in growth in terms of team structure and startup relevance and good future perspectives for
the startup in terms of sales volume and financing. In that sense, it is important to define the factors
that have origin on the dimensions of the entrepreneurial ecosystem and in this way, ensure that they

fit with the perception of success in the ecosystems under scrutiny.

Factors Impacting on Startups

As we want to identify the most relevant factors for entrepreneurs from the factors used to assess the
entrepreneurial ecosystem, possible success factors are grouped into three categories from the
perspective of startups: internal factors, external factors and support factors. In addition to the factors
used to assess the entrepreneurial ecosystem (previously detailed on Il.1.), we must add to the
research the factors: product, pitch, competitors, marketing strategy and exit strategy, as they are
factors related with the business idea, and important factors to conduct the study on the main drivers
for success interms of team related factors vs. product related factors. Categories from the perspective
of startups and respective factors used to identify KSF are presented on figure 6, 7 and 8.

Internal Factors

Variables within the startup that can be manipulated and over which founders have a great degree of

control.
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Figure 6 - Internal Success Factors

e Employees/Team e Exit Strategy e Ability to Scale

e Work culture *  Marketing Strategy e Company Pitch

*  Co-Founders *  Customer Network *  Work-Life Balance
e Organization Structure e Product

External Factors
External forces which result of the environment in which the startup is placed and over which founders

have little or no control.

Figure 7 - External Success Factors

¢ Government Policies e Accessto Talent *  Competitors
e Political Stability * New Market Access e Prior Experience
¢ Location e Access to existing Market

Support Factors

Factors which are specific of entrepreneurial support programs, such as, incubator or accelerator

programs.
Figure 8 - Support Factors
e Mentorship *  Tax, Legal, Business, etc. support
e Expanding Network Connections e Infrastructure
e Financial Funding e Workshop/Events

By rating the relative importance of factors in the three different categories is possible to reach to a
clear understanding of what factors play the most important role in determining success for startups

in the three different ecosystems.

I1.3. Comparison Between Entrepreneurial Ecosystems of the USA and Germany

In this section, the different factors that affect startup success on the ecosystems of Germany and the
USA are analyzed and compared. The USA and German ecosystems are used to comparison against the
Portuguese environment because they are leading examples of entrepreneurship and economic
power, that shape world societies. The 25 possible success factors were grouped into three categories
and their average scores of satisfaction of factors and importance of different factors in the three

categories are shown, computed on a scale from 1 to 10 (Geibel & Manickam, 2016).
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Internal Factors

Figure 9 - Detailed Score of Favorability of Internal Factors (Geibel & Manickam, 2016).
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Figure 10 - Detailed Score of Importance of Internal Factors (Geibel & Manickam, 2016).
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External Factors

Figure 11 - Detailed Score of Favorability of External Factors (Geibel & Manickam, 2016).
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Figure 12 - Detailed Score of Importance of External Factors (Geibel & Manickam, 2016).
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Figure 13 -Detailed Score of Favorability of Support Factors (Geibel & Manickam, 2016).
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Findings on the research of Geibel and Manickam (2016) show that, both USA and German
entrepreneurs give similar importance on each of the three categories (internal, external and support),

revealing some degree of consistency between the two ecosystems in terms of development level of
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the entrepreneurial economy. However, one important difference arises. The German entrepreneurial
ecosystem need to focus on improving how well they are able to satisfy startup needs, particularly
when it comes to support from incubators or accelerators (Geibel & Manickam, 2016). In Germany,
the support of incubators or accelerators is viewed as much more important on the success of startups
rather than for the American startups. Furthermore, from the study it was evidenced that the USA has
developed a very encouraging ecosystem for entrepreneurship highlighting its engaged network of
mentors, the strong international talent pool of the country, easier access to markets and to financing.
Founding teams are very advanced and early customers are willing to engage on innovation (Geibel &
Manickam, 2016). All those are essential factors for creating a vibrant entrepreneurial ecosystem
(Isenberg, 2010), which are lacking in Germany, particularly a strong international employee base and

work culture (Geibel & Manickam, 2016).

The noteworthy conclusion of the research and the biggest divergence between the two ecosystems
is that North-American entrepreneurs distinguish as the most important factors for their success, the
co-founders, the employees and the work culture — being more focus on the team, emphasizing the
care for the people at startups. While German entrepreneurs identify as KSF, the product, the
marketing strategy and their ability to scale the business — being driven by the product and the market.
The researchers show that American startups are people oriented placing greater importance on the
team and on building a strong core structure in the startup before going on developing other
competences (Geibel & Manickam, 2016), which is proved by the fact work culture is more important

than product, company pitch or marketing strategy.

11.4. Team-focus or Idea-driven Entrepreneurial Ecosystems

Investors always look for team, product and market while assessing an investment opportunity
(Maxwell et al., 2011; Hisrich & Jankowicz 1990), therefore those are the fields in which startups place
most of their focus. However, if we group specific factors that assess each of those main drivers,
startups tend to place more effort on a particular set of factors than on the other. Thus, the final goal
of this research is to clearly identify if the primary drivers for success for the Portuguese startup
ecosystem are team related factors or product/market related factors. Factors used to assess the
domains of the entrepreneurial ecosystem were grouped in two blocks according with their origin
(team or product/market). Other factors of this research (product, pitch, competitors and marketing

strategy) that were not used to assess ecosystem domains but that relate in a significant manner with
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the business idea and markets were used to complement idea-driven factors. In addition, from the
findings of Geibel and Manickam (2016) for the main success drivers on the ecosystems of the USA and
Germany, ecosystems driven by teams consider their founders, employees, the work culture and
access to talent the most important factors to success, while ecosystems driven by idea consider the
product, marketing strategy and their ability to scale the business as most critical to success (Geibel &
Manickam, 2016). Thus, from the most recent literature concerning venture investment and
entrepreneurial environment assessing, the drivers to success can be divided into two distinguishable
schools of thought: team focus — giving the importance to achieve success to the team and its
background and experience (Mulcahy, 2013; Harroch, 2013; Torres, 2015; Frick, 2015; Hisrich &
Jankowicz, 1990; Jo & Lee, 1996), and idea driven — startup success being driven by the focus on the
product and marketing efforts to fit the product into markets (Feinleib, 2012; Hart & Moore, 1990;
Kaplan et al., 2009; Bhide, 1992)

Team Focus

From the factors used in this research to assess the entrepreneurial ecosystem, the set of internal and

external factors that are undoubtedly related with the people at the startup are the following:

Figure 15 — Factors Assessing Team-focus.

Team-Focus
Employees/ Co-founders Work Organization| Work-life Access to Prior
Team Culture Structure Balance Talent Experience

When people-related factors are recognized as the core source of success for startups, we can assume
that the ecosystem is team-focus. It is revealed when the right team, even with a non-suitable plan of
action, can accomplish great things. This is the reason why is commonly stated that venture capitalists
invest in people, not in startups (Mulcahy, 2013). Venture capitalists consider to be one of the most
important factors in an investment to have a good team in place (Harroch, 2013). While initial business
ideas often pivot primarily throughout the formation stage of idealization and conceptualization right
up to the validation stage, the team is frequently an unchanging variable at least on early stage startups
(Torres, 2015). Especially in regards to technological startups where entrepreneurs are encouraged to
adapt freely and experiment so they can adjust their business concept, the team is the only stable
element to rely on (Frick, 2015). Additionally, background and relevant experience of the team,

particularly experience in the same industry, are functions of potential success (Hisrich & Jankowicz,
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1990). Teams with business education and previous experience tend to get higher external evaluations
for their startups (Jo & Lee, 1996). Thus, a legitimate strong team comforts investors and is an indicator
for future success. Interestingly, founders with strong technical education if allied to strong
management skills and a clear goal orientation are certain to get the attention of investors and are

likely to accomplish success (Hisrich & Jankowicz, 1990).

Idea Driven

Alternatively, the ecosystem can be driven by product/market-related factors being considered idea-

driven. Thus, to find if it is the quest for product/market fit what drives Portuguese startups, figure 16

shows the factors that measure this hypothesis by being surely related with the business instead of

people.
Figure 16 — Factors Assessing Idea-driven.
Idea-Driven
Marketing | Abilitiy to Company Customer Acc.es's to New Market .
Product . Existing Competirors
Strategy Scale Pitch Network Markets Access

Idea-driven is the notion of product and market related factors as the most important factors for
startups. In other words, not only the importance of the product or business idea for itself but its
concretization in the real world. The way the business model is put into practice and the marketing
plan which intends to explore the opportunity of having a product that people actually want to spend
money on —the product/market fit, as the most important driver (Feinleib, 2012), instead of the people
that constitutes the startup. In fact, several authors suggest that the most important aspect of a startup
is the non-human factor (Hart & Moore, 1990), and that investors, while making an investment in a
startup, should pay more attention to the business than to the team (Kaplan et al., 2009). The focus
should be on the “horse” instead of the “jockey” (Kaplan et al., 2009). Since a small number of startups
start with a truly original business concept, the majority tend to replicate experienced strategies,
executing them in similar but superior ways in order to achieve competitive advantage (Bhide, 1992).
Therefore, a solid business plan combined with a good execution and a clear focus on product to
market fit, reassures investors about the competence of the team and can be a positive sign for

success.
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[II. METHODOLOGY AND DATA COLLECTION

In the first part was shown a clear identification and mapping of the most cited success factors
identified in the literature. Those factors are used to analyze and compare different ecosystems and

to get an answer to the questions in the research. Below follows how that answers can be discovered.

1I1.1. Research Methodology Figure 17 - Environmental Success
Factors of the Research

[ Environmental Success Factors: |]

*Employees/Team

e Work culture

e Co-founders

e Organization Structure

This study uses online survey, to reach a scoring mechanism that

allow for easy comparison of relevant key environmental factors that

have influence on the success of a startup (figure 17). These factors B S
* Marketing Strategy
are assessed from the perspective of entrepreneurs with the purpose -;:us;omer Network
*Product
of identifying a common pattern between entrepreneurial * Ability to Scale
e Company Pitch
ecosystems from around the world. Of importance are the relative * Work-Life Balance
*Government Policies
score of those factors against each other, that is why it is used the * Political Stability
e Location
average of results for each factor which are aggregated, to show a * Access to Talent
*New Market Access
clear answer to the three question the study proposes to answer. The * Access to existing Market
e Competitors
study compares the relative scores of the various environmental * Prior Experience
* Mentorship
success factors using the results of Geibel and Manickam (2016) for « Expanding Network Connections
e Financial Funding
Germany and USA as a benchmark in order to determine what drive *Tax, Legal, Business, etc support
e Infrastructure
Portuguese startups and how is the ecosystem supporting their * Workshop/Events

performance. The purpose of using these two ecosystems in the comparison (US and Germany), is to
understand how is the Portuguese ecosystem for startups by comparing it with international hubs for
innovation and business development. To conduct this comparison, we should use a similar method of
analysis, and comprehensively, analyzing the same factors that Geibel and Manickam (2016)
investigated. In that sense, the scores of the different success factors, within each of the groups of

factors, are averaged to give an overall score for each category of the startup ecosystem.

Measures

Portuguese entrepreneurs that participated at Web Summit 2016 were asked to score the different

success factors. These entrepreneurs came from information and communication technology startups

and science-based technology startups that were created over the last few years. In terms of their
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importance for success, each of the 25 success factors in the study used a scale from 1 to 7, being 1
the least critical to achieve success and 7 the most critical to success. Then, entrepreneurs were asked
to classify how satisfied they were with each factor. The satisfaction level is used to measure how
favorable certain factors are for entrepreneurs or, how accessible they are perceived to be. The
satisfaction with specific factors provides proof for the pulse of the entrepreneurial ecosystem in
specific domains (Isenberg, 2010). Satisfaction questions ranged from 1 to 7, with 1 being not satisfied
and 7 being completely satisfied. From the results, scores for each success factor were then averaged
to obtain a composite score for each of them. Although scores do not have a meaning for themselves,
what is important is their relatively regards each other. The main goal being the relative scores of the
success factors in Portugal compared with results for the USA and for Germany, with the purpose of
understanding with which of the ecosystems is Portugal closer to. Identifying similarities with the USA
and Germany, recognizing competitive advantages and opportunities for improvement for the

Portuguese ecosystem.

I11.2. Data Collection and Sample

Data Collection

Data was collected through an online survey of Portuguese startups that participated in the
international conference of Web Summit Lisbon 2016. These startups range from early stage startups
— the ALPHA category of startups participating at Web Summit, to startups already behind its initial
stage — BETA. 238 technology startups were reached mainly by email with the intent to portrait the
most comprehensive picture of the Portuguese ecosystem. Furthermore, participation in programs of
incubators or accelerators was assessed to also get a good perspective of the support institutions in
the country from the standpoint of entrepreneurs. As result, most of entrepreneurs in the sample
(58.7%) have been part of Startup Lisboa, Startup Braga, EDP Starter®, or went through Building Global

Innovators program or similar.

Sample Profile

We received 92 responses from entrepreneurs on the Portuguese ecosystem. As 238 surveys were

sent by email to entrepreneurs from different startups, it can occur a constrain in the research related

8 EDP Starter is an incubation program for startups in the energy sector and which is part of EDP Innovation.
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with non-response bias as response rate stays at 38.7%. Furthermore, Figure 18 - Founders of Startups
in the Sample.

data was collected at the higher level of the startup, in fact, 63% of
the collected results came from founders of startups (figure 18) and
44.6% came from startups’ CEOs (figure 19). A pertinent characteristic
about the sample is that 80% of entrepreneurs already had previous
experience before joining the startup, from which 46% had it on a
different sector or industry (figure 20). Regarding nationality, 88
entrepreneurs in the sample (95.7%) are Portuguese, with 4 non-

Portuguese entrepreneurs from UK, USA, Italy and Australia.

Concerning background, on the data that was collected is observed
that, 25% of enquiries have background on IT, 19.6% came from some
other area of Engineering and 17.4% came from Business. (For more

information on entrepreneurs’ background, please see Appendix figure 44).

Figure 19 - Entrepreneurs’ Position in the Startup. Figure 20 - Previous Experience of Entrepreneurs in the Sample.
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CMO 8% 2%
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o
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34%
10% ‘ 44%

Other
28%

A diverse range of industries and startup sizes are represented to get a comprehensive perspective of
the major startups on the Portuguese entrepreneurial ecosystem. As data was collected at a
technology conference event, most startups in the data (51.1%) offer software as a service. 10.9%
operates on analytics, 13% of startups work on the health sector, 7.6% on the education sector, 10.9%
on e-commerce and 5.4% offers consumer goods. (For additional information on which sectors
startups operate, please see Appendix figure 43). Moreover, figure 21 shows the founding year of
startups in the sample from which makes possible to conclude that 65.2% of startups were founded
after 2014. Serving as an indicator that most of startups in the sample are in an early stage of

development.
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Figure 21 - Founding Year of Startups in the Sample.
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Lastly, from the sample is shown that not only most of startups in the data collected were created over
the last few years, as the majority (53.3%) got over 250,000 Euros in financial funding, as it is possible
to conclude from the graph on figure 22. Roughly 20% of startups received more than 1 million Euros
and 13% less than 10 thousand Euros. The capital these startups raised came, in equal terms, from
venture capital (29.3%) and angel investors (29.3%) but also from private equity (16.3%) and in form
of investment from accelerators (10.9%). (Detailed information on capital sources of startups in the

data sample can be found in Appendix figure 45).
Figure 22 - Capital Raised by Startups in the Sample.
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IV.  RESULTS’ ANALYSIS

Besides providing an overview of the context to understand how Portuguese entrepreneurs ponder on
their success. The research potentiates understanding of the Portuguese ecosystem by offering a
comparison with relevant geographic locations — USA and Germany. Following, the results of the
research are presented and compared with relative scores of various success factors between German
and American startups retrieved from Geibel & Manickam (2016). In that sense, first it is analyzed the
level of favorability of ecosystems towards entrepreneurship. Followed by an analysis of KSF that leads
to the validation of the groups of factors concerning drivers to success. The final goal is to assess if
essential factors are being satisfied in the ecosystem and in that way, assess if the ecosystem provides

favorable condition for startups to achieve success.

Results

Average scores for each factor of the Portuguese entrepreneurial ecosystem can be found on figure
23 and 24, aggregated by the several categories examined. On figure 23, sample outcomes in terms of
favorability of factors for the Portuguese ecosystem are shown to identify which factors are used to
assess each of the several domains of the ecosystem. On figure 24 is presented the results from the
data collected in terms of relative success factors from which will arise the assessment of the main

drivers to success.

Figure 23 - Portuguese Entrepreneurial Ecosystem Satisfaction Assessment

RELATIVE SATISFACTION OF

ECOSYSTEM DOMAINS FACTORS ASSESSING DOMAINS FACTORS STANDARD DEVIATION
POLICY 4,66 Government Policies 4,58 1,2179
Political Stability 4,75 1,0740
FINANCE 5,09  Financial Funding 4,64 1,4321
Ability to Scale 5,54 1,2372
CULTURE 5,44  Work Culture 5,85 1,0208
Work-Life Balance 5,12 1,2410
Organization Structure 5,35 1,2108
SUPPORT 4,83 Tax Legal Business etc support 4,43 1,5102
Mentorship 4,91 1,5385
Expanding Network 5,11 1,3974
Workshop/Events 4,80 1,4320
Infrastructure 4,89 1,0467
HUMAN CAPITAL 5,71 Founders 6,07 1,0815
Employees/Team 6,15 1,0101
Prior Experience 5,33 1,2520
Access to Talent 5,28 1,1603
MARKETS 5,18  Access to Existing Market 5,14 1,2561
Location 5,10 1,1546
Customer Network 5,28 1,2098
Access to New Markets 5,18 1,2565
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Figure 24 - Assessment of the Importance of Success Factors

RELATIVE IMPORTANCE OF FACTORS AVERAGE SCORE ~ ST.D. = AGGREGATED IMPORTANCE OF FACTORS  AVERAGE SCORE

Employees/Team 6,83 0,7164 INTERNAL FACTORS 5,71
Work Culture 6,05 0,9597
Co-Founders 6,14 1,1285
Organization Structure 5,45 1,2101
Exit Strategy 4,09 1,4570
Marketing Strategy 5,79 1,0687
Customer Network 5,91 1,0389
Product 6,29 0,8410
Ability to Scale 5,95 1,1360
Company Pitch 5,35 1,1650
Work-Life Balance 5,01 1,5638
Government Policies 4,85 1,4060 EXTERNAL FACTORS 5,30
Political Stability 4,91 1,4115
Location 4,57 1,2363
Access to Talent 5,97 0,9261
Access to New Markets 6,04 0,9079
Access to Existing Market 5,90 0,9448
Competitors 5,09 1,1947
Prior Experience 5,10 1,3678
Mentorship 5,34 1,1636 SUPPORT FACTORS 5,27
Expanding Network 5,79 0,9840
Financial Funding 5,77 1,1897
Tax Legal Business etc support 5,22 1,0817
Infrastructure 4,93 1,2407
Workshop/Events 4,54 1,3546
IV.1. Entrepreneurial Ecosystem Assessment

The first analysis of results concerns the assessment of entrepreneurial ecosystems. The goal is to
evaluate entrepreneurs’ satisfaction with the ecosystem in its six domains (Isenberg, 2010) which are

assessed by specific factors from the perspective of entrepreneurs (figure 25).

Political
Stabilit:

Figure 25 - Model of an Entrepreneurial Ecosystem Assessed by Specific Factors
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Subsequently, results are shown on the specific factors assessing the ecosystem and analyzed the most
favorable and least favorable domains in the Portuguese ecosystem. Lastly, it is presented a

comparison of favorability of factors between Portugal, USA and Germany.

Portuguese Entrepreneurial Ecosystem Favorability Assessment

To evaluate at what extent is the ecosystem favorable to entrepreneurship, we analyzed answers
ranking the satisfaction on each factor. In a scale from 1 to 7, it is possible to rank each domain

according to startups. (figure 26).

Figure 26 - Portuguese Entrepreneurial Ecosystem Domains'
Favorability Results

POLICY
MARKETS FINANCE
5,1766 4,6630 50932
HUMAN CAPITAL 4,8286 5,4384 CULTURE
5,7065
SUPPORT

The Portuguese ecosystem for startups is shown to be particularly favorable regarding the domains
that capture human talent in the ecosystem and the cultural norms towards entrepreneurship. While
the least favorable domains for startups are related with political factors and non-governmental

support from institutions and services.

From the results in each of the factors used to assess the Portuguese ecosystem (figure 27), it is
possible to conclude that the most favorable domains for the entrepreneurial activity in Portugal are
driven by the presence of talented human capital in the teams that constitute startups — not only in its
employees but in its founders. Combined with an established startup culture that fosters motivation
and happiness, but interestingly, not so much in terms of work-life balance. Contrarily, the least

favorable domains for entrepreneurship are driven by deficiency in government policies and lack of
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tax advice and legal support services mainly in form of workshop programs. Moreover, financial
funding and political stability are also worth mentioning due to their low score in terms of

entrepreneurs’ satisfaction.

Figure 27 - Portuguese Entrepreneurial Ecosystem Factors' Favorability Results.

Government Policies

Access to New Markets 7 Political Stability
Customer Network 6 Financial Funding
5
Location Ability to Scale
Access to Existing Market Work Culture
Access to Talent Work-Life Balance
Prior Experience Organization Structure

Tax Legal Business etc

Empl T
mployees/Team support

Founders Mentorship

Infrastructure Expanding Network
Workshop/Events

Human capital which is defined by ecosystem’s talent pool and educational institutions, is the most
favorable entrepreneurship domain in the Portuguese ecosystem. With an average value of 5.71 while
average favorability for domains is 5.15. This domain is assessed by overall satisfaction with startup
team, relevance of prior experience and with startup access to talent. Indicating some degree of
favorability in the ecosystem in terms of accessing and retaining relevant talent in startups. The
abundancy of talented people in the ecosystem is making it relatively affordable for startups, which
displays the first competitive advantage of the ecosystem. However, satisfaction in accessing the
potentially affordable talent pool, is armed by the strong global competition, what encourages
talented entrepreneurs to go abroad in search for more favorable ecosystems. Additionally, the
cultural domain is also shown to be above average (5.44). The societal norms of the country and its
cases of success seem to benefit entrepreneurship which reflect on work culture. By promoting an
inclusive openness feeling, it improves work environment and sets the ambition for the teams and for

future hires. Having a direct impact on general satisfaction and the ability to recruit the best talent.
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On the other hand, policy and support domains are the least favorable for entrepreneurs. With an
average value of factors of 4.66 and 4.83, respectively, they are the least satisfied domains. For that
reason, the opportunities for improvement. Concerning the policy domain, entrepreneurs do not
perceive government policies towards entrepreneurship satisfactory and should be improved. Also,
political instability experienced in Portugal over a year ago, was capture by the research, pressing down
the policy domain which can be explain by the recent downturn and the Troika presence in Portugal.
Regarding support domain, initiatives supporting entrepreneurship from governmental and non-
governmental institutions must be largely expanded. This domain, that comprises assistance from
formal organizations such as incubators and accelerators must develop, even further, their activities
towards the advancement of entrepreneurship, mainly in terms of workshops on business

development and how to deal with bureaucracy.

Entrepreneurial Ecosystem Comparison

By comparing factors favorable to entrepreneurship within ecosystems from around the world, we can
evaluate how is the ecosystem promoting startup activity while identifying opportunities for
improvement. By looking at the comparison between the US and German results in part 11.3. for the
satisfaction with factors used to assess the entrepreneurial ecosystem, results for factor’ favorability
were ranked from the most favorable to the least favorable to entrepreneurship. For further scrutiny,
a color code was used to identify which domain each factor is measuring (figure 28). From the opinion
of entrepreneurs in the three ecosystems targeted to comparison, it seems there are discrepancies in
terms of the best advantages of those ecosystems. As it was previously noted, talent in startups and
cultural norms represent the best advantage for the Portuguese ecosystem. In the USA, location,
mentorship and expanding network connections within formal support organizations, are the most
favorable factors for entrepreneurship. As for the German ecosystem, the most favorable factors for
developing a startup are the infrastructure support, political stability and founders of startups, but
curiously, not its employees. While in Portugal and in USA, startup teams and founders are considered
to be satisfactory, in Germany, the team is the last factor to be considered as favorable to
entrepreneurship. Poor access to talent has a negative impact on how satisfied entrepreneurs are with
their employees. However, prior experience in German startups may be considered favorable, that is

assumed to be true only for startup founders.
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Figure 28-Factors’ Favorability Ranking of Different Ecosystems.

PORTUGAL USA GERMANY

1 Employees/Team Mentorship Political Stability
2 Founders Expanding Network Founders
3 Work Culture Location Infrastructure
4 Ability to Scale Political Stability Prior Experience
5 Organization Structure Founders Location
6 Prior Experience Employees/Team Work Culture
7 Access to Talent Infrastructure Expanding Network
8 Customer Network Work Culture Workshop/Events
9 Access to New Markets Access to Existing Market  Access to Existing Market
10 Access to Existing Market Access to New Markets Tax Legal Business Supp.
11 Work-Life Balance Access to Talent Customer Network
12 Expanding Network Organization Structure Mentorship
13 Location Financial Funding Organization Structure
14 Mentorship Customer Network Access to Talent
15 Infrastructure Tax Legal Business Supp. Ability to Scale
16 Workshop/Events Ability to Scale Government Policies
17 Political Stability Prior Experience Access to New Markets
18 Financial Funding Workshop/Events Financial Funding
19 Government Policies Government Policies Work-Life Balance
20  Tax Legal Business Supp. Work-Life Balance Employees/Team

Color

HUMAN C. | CULTURE | MARKETS | FINANCE | SUPPORT | POLICY

code:

Furthermore, a noteworthy discrepancy between Portugal and the other two ecosystems used for
comparison, is the relative score of location and infrastructure. While in Portugal these two factors are
lacking in terms of sustaining entrepreneurship, in the USA and Germany, location and infrastructure
are strongly recognized. Interestingly, the discrepancy noted reflects on how is relatively scored the
access to existing and new markets. In the USA and Germany, access to existing market is more
favorable than the access of new markets, clearly showing that these ecosystems have established
conditions for the entrepreneurial activity. As for Portugal, access to new markets is more favorable
than the access to the existing one, which have a positive impact on the favorability of the factor of
ability to scale. It seems the relative small size of the national ecosystem prepares startups to scale

internationally from the start.
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IV.2. Assessment of KSF on the Entrepreneurial Ecosystem

This section intents to assess the most important factors to develop business in a successful way. The
previous analysis covered the relative score of the satisfaction or access to the several factors of the
entrepreneurial ecosystem. Now, it is aimed to assess the most important factors to develop business
on those entrepreneurial ecosystems. If KSF were satisfied, the entrepreneurial ecosystem becomes
sustainable. KSF are identified and compared with KSF on Germany and USA with the purpose of
setting context to study the primary driver to achieve success in the Portuguese ecosystem. Top
success factors are assessed, followed by an analysis on the categories of factors, recognizing
similarities and differences with relevant entrepreneurial ecosystems, in order to distinguish what are

the main drivers for success on different ecosystems.

Portuguese KSF Assessment

To identify what are the most important factors to success in the Portuguese ecosystem, it was asked
entrepreneurs to score 25 factors according to their perceived importance: 1 not important at all to 7
very important (figure 29). We averaged the scores of individual responses to identify the most
important ones for Portuguese startups and to compare in relative terms the importance of factors

with the USA and Germany.

Figure 29 - Overall Score of Perceived Importance of Factors
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From the 25 factors that were evaluated, there are 5 that got an average score above 6.0 while average
score of all the factors is 5.48. Those 5 factors are considered KSF, and in order of importance are:
teams, products, founders, work culture and access to new markets. In addition, access to talent was
also mentioned as of high importance, being also identified as KSF. Access to talented human capital
is crucial for any organization (Audretsch et al., 2011; Bahrami and Evans, 1995; Harrison & Leitch
2010). For startups, accessing to talent seems to be even more demanding (Hisrich & Jankowicz, 1990;
Harroch, 2013), as they compete with large corporations which already have established reputation in
the market and that can claim stability in terms of career path and solid position in the market,
capturing talent for all levels of the organization. Taking large part of the potential talent pool due to
their vast resources, that startups so many times lack (Hisrich & Jankowicz, 1990). Furthermore, as the
most important factors for startups are people oriented factors (employees/teams, founders, work
culture) combine with product, it shows that the most important factors on the success of a startup
are internal factors. Regarding location results show that this is not an important factor and that access
to new markets is more important than access to the Portuguese market. What really matters is the
capacity to tap into international markets regardless of where the startup is based, which relates to
the fact that startups in the sample work on the ICT sector taking advantage of the global economy.
Moreover, exit strategy scores very low, showing entrepreneurs’ motivation to conduct their
businesses in the long run, without a clear plan for leaving it. Entrepreneurs are attached to their
businesses so an exit strategy clearly is not a top priority for them. Finally, although results for the
assessment of the Portuguese ecosystem recommend that support institutions must develop
workshops or event activities and help entrepreneurs with bureaucracy, those factors are not crucial
to achieve success. Additionally, as teams and product were scored as the most important factors
within the KSF for entrepreneurs, it is required to assess a specific set of factors that can determine
the main driver of the Portuguese ecosystem, being more people oriented showing a great degree of
concern with human capital at the startup, or driven by the business model, the strategy or the idea.
By comparing the KSF in the USA and in Germany, that differ in regards to their main drivers, it is
possible reach to the set of criteria that assesses which of the ecosystems most closely resembles to

Portugal in terms of focus.

KSF Comparison on Different Ecosystems

To evaluate differences in success drivers for different ecosystems, KSF results for Portugal, USA and
Germany are presented side to side, first in terms of category importance (figure 30) and then, in terms
of the relative role that distinct factors play in achieving success for startups in specific ecosystems

(figure 31).
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Figure 30 - Overall Perceived Importance of Cateqgories
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Results show that the relative importance of the different categories remain almost the same in the
three ecosystems (figure 30): internal factors are the most important, then external influence and
support from formal institutions. Noteworthy differences are that in Germany, a higher importance is
placed on the role of incubators and accelerators, over the impact of external factors. While, both USA
and German startups place almost the same importance on each of the three categories, Portugal
scores higher on each of the categories. Nevertheless, absolute scores do not have a meaning as the
research strives to understand the relative score of factors. Worth noting is the wide discrepancy of
perceived importance of external environment in Germany and USA compared with in Portugal (figure
30). That is due to the favorable political scenario in the ecosystem that promotes entrepreneurship

and development of businesses, that was found in the assessment of the favorability factors.

Environmental success factors are ranked by their level of importance to success in accordance to

major startups in the ecosystems. A Color code is used to easily identify the source of the factors (figure

31).

Figure 31 - Importance Ranking of Factors of Different Ecosystems

PORTUGAL USA GERMANY
1 Employees/Team Founders Product
2 Product Work Culture Founders
3 Founders Employees/Team Access to Talent
4 Work Culture Access to Talent Employees/Team
5 Access to New Markets Expanding Network Marketing Strategy
6 Access to Talent Customer Network Work Culture
7 Ability to Scale Financial Funding Customer Network
8 Customer Network Product Expanding Network
9 Access to Existing Market Company Pitch Ability to Scale
10 Marketing Strategy Access to Existing Market Mentorship
11 Expanding Network Mentorship Financial Funding
12 Financial Funding Infrastructure Company Pitch
13 Organization Structure Marketing Strategy Access to New Markets
14 Company Pitch Work-Life Balance Access to Existing Market
15 Mentorship Access to New Markets Organization Structure
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16  Tax Legal Business Supp. Location Infrastructure

17 Prior Experience Prior Experience Prior Experience

18 Competitors Ability to Scale Political Stability

19 Work-Life Balance Organization Structure Tax Legal Business Supp.
20 Infrastructure Exit Strategy Work-Life Balance
21 Political Stability Political Stability Government Policies
22 Government Policies Tax Legal Business Supp. Location

23 Location Competitors Workshop/Events
24 Workshop/Events Government Policies Competitors

25 Exit Strategy Workshop/Events Exit Strategy
Color Code: INTERNAL FACTORS | EXTERNAL FACTORS | SUPPORT FACTORS

Founders of startups and employees or teams remain identically as KSF on the three ecosystems. On
categories of factors, internal factors dominate the perception of entrepreneurs to their success.
People related factors seem to be critical to success across different ecosystems, yet planning an exit
strategy, workshops from support organizations and policies from governments are similarly

considered less important to success.

Regarding major distinctions that can be made between ecosystems, while US startups classify their
founders, work culture and talented employees as the key factors to success, German startups give
more importance to their product and marketing strategy, a part from people oriented factors.
Portuguese startups, on the other hand, combine people factors including work environment with
product, but also place great importance on new markets. From the results, it appears that Portuguese
startups have greater consideration for accessing different global markets in comparison with North
American and German startups. While Americans are very people oriented, focusing much more on its
teams and developing proper network connections, before developing other capabilities such
marketing strategy, company pitch, or even product. Germans startups focus more on business model

and strategy, being driven by product and the startup idea.

IV.3. Team-focus vs. Idea-driven Entrepreneurial Ecosystem Assessment

Portuguese Entrepreneurial Ecosystem Success Drivers Assessment

As results from the research prove that the Portuguese ecosystem is rather mixed in terms of its

primary focus, it is required to test what is in fact driving success on the Portuguese ecosystem for

startups. This section uses relevant factors that can validate each of the groups of factors and that
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were presented in section I1.4 to attest if it is the focus on talented people in startups that pushes for
success. Or, if it is the business idea, corroborated by the focus on product and its fit with the market,
driving success on Portuguese startups. Figure 32 summarizes results in terms of main driver to success
and, evidently reveals that the Portuguese entrepreneurial ecosystem is driven by its focus on the skills
of people in startups. Subsequently, figure 33 and 34 detail the perceived importance of each of the

factors that are used to assess each of the driver groups.

Figure 32 - Overall Score for the Portuguese Ecosystem Driver

IDEA-DRIVEN 5,79076
TEAM-FOCUS 5,79193
5,79000 5,79050 5,79100 5,79150 5,79200
Figure 34 - Detailed Score of Idea-driven Factors Figure 33 - Detailed Score of Team-focus Factors
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In regards to recognize the primary focus of the Portuguese entrepreneurial ecosystem, it is important
to note on the factors that are the most important drivers to success for Portuguese startups. Primarily
those are the employees in startups, product and founders. In addition, the environment that people
experience in the startup, access to new market and talented hires, are also significant factors that
stimulate success. The composite score of the two categories express that the main motivator of
success is in fact, the people at startups. Which is proved by the relative high score in terms of
importance of employees and founders of startups, but also by the importance of the environment at
work and the importance of capturing the best talent. However, there is given noteworthy importance

to product, markets and ability to scale the business, which shows focus on accelerate growth. This

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 39



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

proves that startups are aware of the importance of conducting product-market fit and to put into
practice a successful customer acquisition model. This could mean that startups are being driven by
their business, in the sense of their idea of product. Nevertheless, a much higher level of importance
is being given to the skills of people in startups and how to access that talent. Which presents stronger
evidence that startups are being driven by the talent in their teams. Although results show the main
driver for success is the focus on teams, there is a lack of care concerning the work-life balance of
people that can significantly harm development. Moreover, the lack of importance towards prior
experience regarding people in the startup can mean the recognition of the educational institutions in

graduating talented professionals and worthy entrepreneurs.

Comparison of Entrepreneurial Ecosystem Success Drivers

After identified the KSF on the three different ecosystems in section 1V.2., it is possible to distinguish
how is the relative importance of the factors that label the ecosystem as team or idea driven (figure
35). In that sense, if hypothesized that the German entrepreneurial ecosystem is mainly idea-driven
and the North American entrepreneurial ecosystem is considered to be primarily team (Geibel &
Manickam, 2016). The Portuguese entrepreneurial ecosystem, while having strong influences of the
two main drivers, is considered team-focus due to resemblances in terms of relative perceived
importance of main drivers in the USA ecosystem, mainly in regards to the importance of a strong work
culture. Contrasting, Portugal seems to be more distanced from the German ecosystem, mainly in

terms of being driven by marketing and startup pitch.

Figure 35 - Team-focus vs. Idea-Idea Ecosystems Assessment

PORTUGAL USA GERMANY
Employees/Team Founders Product 1
Product Work Culture Founders 2
Founders Employees/Team Access to Talent 3
Work Culture Access to Talent Employees/Team 4
Access to New Markets Customer Network Marketing Strategy 5
Access to Talent Product Work Culture 6
Ability to Scale Company Pitch Customer Network 7
Customer Network Access to Existing Market Ability to Scale 8
Access to Existing Market Marketing Strategy Company Pitch 9
Marketing Strategy Work-Life Balance Access to New Markets 10
Organization Structure Access to New Markets Access to Existing Market 11
Company Pitch Prior Experience Organization Structure 12
Prior Experience Ability to Scale Prior Experience 13
Competitors Organization Structure Work-Life Balance 14
Work-Life Balance Competitors Competitors 15

Color Code:

TEAM-FOCUS FACTORS

IDEA-DRIVEN FACTORS
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V. CONCLUSION

V.1. Main Conclusions

Following the specific set of factors that define each of the motivation drivers (team or idea), we can
assume that the entrepreneurial ecosystem of Portugal is being driven by the focus of startups on its
people. Resembling the US ecosystem which is considered people oriented, while Germany is product
oriented due to higher importance of product and marketing (Geibel & Manickam, 2016). In the
Portuguese entrepreneurial ecosystem is key to focus on talented people at startups (co-founders and
employees) and to access and capture that talent, as well as a strong work culture. Nevertheless, the
learning process of creating and developing a startup depends on the specificities of the ecosystem
(Isenberg, 2011b). What drives an ecosystem, its priority focus, may not result in success if the
ecosystem does not support or satisfy the most important factors for startups (Rockart, 1982;
Leidecker & Bruno, 1984). In order to benefit from the Portuguese ecosystem, it is essential to leverage
on its most favorable characteristics. In that sense, leverage can be found on the inclusive culture of
the country that is favorable to entrepreneurship, embracing it and supporting a favorable business
context and work environment. And more evidently, on the talented human capital. A vast and
accessible talent pool, that is in risk of escaping the ecosystem if not continuously sustained. The
degree of access to affordable and talented future hires is an advantage in the Portuguese ecosystem.
Moreover, the fact that, prior experience of people in startups is not essential, it clearly undertakes
that leverage can be found on the talent that is coming from educational institutions of the Portuguese
ecosystem. In this ecosystem, access to talented entrepreneurs there are coming out of Portuguese
universities is key, thus universities that want to promote themselves as entrepreneurial led must

continue to improve their offer of specialized courses in entrepreneurship.

Besides a strong talent pool, accessing international markets and rapidly scale the business is key for
Portuguese startups. The perception of ability to scale startups, therefore their confidence that their
business will grow, is being positively sustained in the Portuguese environment. Which is crucial since
accessing new markets and ability to scale are much important comparing to startup ecosystems in
the USA and Germany due to the relatively small size of the Portuguese internal market compared with
the other two ecosystems, showing that conditions in the ecosystem that promote confidence in
business venture are being supported. Nevertheless, accessing new markets must be further improved
which can be accomplished with improvements in government policy towards entrepreneurship and
support from formal institutions of entrepreneurship to further develop the entrepreneurial

ecosystem and the ability to access other markets.
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Figure 36 summarizes the most noteworthy findings of the research for the Portuguese
entrepreneurial ecosystem.

Figure 36 - Portuguese Entrepreneurial Ecosystem
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As an entrepreneurial ecosystem is only self-sustained if all its six domains become satisfactory for
entrepreneurs (Isenberg, 2011a, Isenberg, 2011b), findings in the research show that the most
important factors for startup success — KSF, are being properly sustained, maintained or managed,
having a significant impact on the success of a startup competing in the Portuguese ecosystem.
However, accelerator and incubator managers, as well as policy makers, should improve their support
to startups, as the satisfaction level of their assistance is assessed to be low. Nevertheless, factors

related with policy and support are not considered critical to success in this ecosystem.

In conclusion, venture capitalist can learn from this study that Portuguese startups are giving attention
and putting effort on developing a strong internal team and environment, as well as a good product
before focusing on marketing or expanding their network connections, showing an opportunity to
entrepreneurship organizations and policy makers to support startups on these elements as they are

key to success, even more than financial funding or company pitch.

V.2. Limitations

The major limitation found in the research regards the examination of the suitability of factors. First,
the suitability of factors in regards to assess startup satisfaction with the entrepreneurial ecosystem.
Second, suitability in regards to assess the main driver to success from the set of factors chosen.
Despite the importance of criteria can be quantified using scales on a set of factors, even allowing
comparisons (Feeney, Haines & Riding, 1999). A good assessment of the ecosystem depends on the

criteria and scales. Depending on an adequate and comprehensive coverage of significant factors
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affecting startup success. Furthermore, lack of response to the survey by potential respondents may
have positive effect on non-response bias. Which is a critical problem with email surveys, even more
so in anonymity, where the response rate can be very low. In this case, 92 results from 238 emails sent.
Non-response bias can impact on the understanding of the Portuguese ecosystem by lowering the

reliability, in terms of validity of survey findings.

The research was also confronted with strong limitations on understanding the ecosystems of the USA
and Germany by studying the data collected by Geibel and Manickam, 2016. While, for the assessment
of the American ecosystem, 17 successful startups were selected from the regional ecosystems of
Silicon Valley, New York, Boston, Texas and other upcoming startup locations, supporting a
comprehensive perspective of the ecosystem as startups were on top incubator or accelerator
programs such as Techstars and Y-Combinator. For the German ecosystem, successful startups were
only selected from the Cologne region. Being identified a limitation in terms of comprehensively
represent the entrepreneurial ecosystem of Germany at this point, as more data from relevant startups
is being collected for the second phase of the study of Geibel and Manickam (2016), which will be

released in book in January 2017.

V.3. Future Research

Future work must follow on the same set of criteria used on current research, as it is intended to study
how answers, concerning the assessment of the entrepreneurial ecosystem vary in different locations,
industries and size. For that matter, it is expected to be conducted future research on the assessment
of entrepreneurial hubs around the world to categorize the main focus of the ecosystem in terms of

“team” or “idea”.

Although the present study intends to understand the main drivers for success and creates relevant
groups of factors, it is also pertinent to find what works best in the different entrepreneurial
ecosystems. If it is more favorable in a particular ecosystem to give more focus on “team” or on the
“idea”. That research can be followed analyzing the results of the favorability factors assessing the

entrepreneurial ecosystem.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 43



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Reference List

Acs, Z., Autio, E., & Szerb, L. (2014). National systems of entrepreneurship: Measurement
issues and policy implications. Research Policy, 43(3), 476—494.

Aoyama, Y. (2009). Entrepreneurship and regional culture: The case of Hamamtsu and Kyoto,
Japan. Regional Studies, 43(3), 495-512.

Arruda, C., Nogueira, V., & Costa, V. (2014). The Brazilian entrepreneurial ecosystem of
startups: An analysis of entrepreneurship determinants in Brazil as seen from the
OECD pillars. Journal of Entrepreneurship and Innovation Management, 2(3), 17-57.

Audretsch, D., Falck, O., Feldman, M., & Heblich, S. (2011). Local entrepreneurship in
context. Regional Studies, 46(3), 379—-389.

Bahrami, H., & Evans, S. (1995). Flexible re-cycling and high-technology entrepreneurship.
California Management Review, 37(3), 62—89.

Bhide, A. (1992). Bootstrap Finance: The Art of Start-Ups. Harvard Business Review, 70(6),
109-117.

Bosma, N., Hessels, J., Schutjens, V., van Praag, M., & Verheul, I. (2012). Entrepreneurship
and role models. Journal of Economic Psychology, 33(2), 410-424.

Brunet, S., Grof, M., & Izquierdo, D. (2016). European Accelerator Report 2015. Gust &
Fundacity. Retrieved from http://gust.com/european-accelerator-report-2015/

Clarysse, B., Wright, M., & Van Hove, J. (2015). A Look Inside Accelerators: Building
Businesses. London: NESTA. Retrieved from
https://www.nesta.org.uk/sites/default/files/a_look_inside_accelerators.pdf

Cosgrave, P. (2015, September 23). Paddy Cosgrave: Why | moved the Web Summit to
Lisbon. Retrieved from The Irish Times: http://www.irishtimes.com/opinion/paddy-
cosgrave-why-i-moved-the-web-summit-to-lisbon-1.2363463

Cruz, E., & Carreira, B. (2016). Portuguese Startup Manifesto. Beta-i. Retrieved from
http://www.startupmanifesto.pt/

Daniel, D. R. (1961). Management Information Crisis. Harvard Business Review, 39(5), 111-
121.

Desrochers, P., & Sautet, F. (2008). Entrepreneurial policy: The case of regional specialization
vs. spontaneous industrial diversity. Entrepreneurship Theory and Practice, 32(5),
813-832.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 44



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Dhochak, M., & Sharma, A. (2015). Venture Capitalists’ Investment decision criteria for new
ventures: A Review. Procedia - Social and Behavioral Sciences, 189, 465 — 470.

Dubini, P. (1989). The influence of motivations and environment on business start-ups: Some
hints for public policies. Journal of Business Venturing, 4(1), 11-26.

Feeney, L., Haines Jr., G., & Riding, A. (1999). Private investors'investment criteria: Insights
from qualitative data. Venture Capital, 1(2), 121-145.

Feinleib, D. (2012, November 13). Why Startups Fail. Retrieved from Forbes:
http://www.forbes.com/sites/davefeinleib/2012/11/13/why-startups-fail-
2/#7bd72a1073ee

Feld, B. (2012). Startup communities: Building an entrepreneurial ecosystem in your city.
Hoboken, NJ: Wiley.

Feld, B. (2012). Startup Communities: Building an Entrepreneurial Ecosystem in Your City.
John Wiley & Sons.

Feldman, M. (2001). The entrepreneurial event revisited: Firm formation in a regional
context. Industrial and Corporate Change, 10(4), 861-891.

Feldman, M., Francis, J., & Bercovitz, J. (2005). Creating a cluster while building a firm:
Entrepreneurs and the formation of industrial clusters. Regional Studies, 39(1), 129—
141.

Foundum. (2013, June 11). Top 10 Most Vibrant Entrepreneurial Ecosystem Hubs in Europe.
Retrieved from Foundum: http://blog.foundum.com/blog/2013/06/11/most-vibrant-
entrepreneurial-ecosystem-hubs-in-europe/

Frick, W. (2015, September 10). Can You Predict a Startup’s Success Based on the Concept
Alone? Retrieved from Harvard Business Review: https://hbr.org/2015/09/can-you-
predict-a-startups-success-based-on-the-concept-alone

Geibel, R., & Manickam, M. (2016). Comparison of Selected Startup Ecosystems in Germany
and in the USA: Explorative Analysis of the Startup Environments. GSTF Journal on
Business Review (GBR), 4(3).

GEM Portugal 2013. (2013). 2004-2013: Uma Década de Empreendedorismo em Portugal.
Sociedade Portuguesa de Inovacgao (SPI), ISCTE-Instituto Universitdrio de Lisboa
(ISCTE-IUL). Retrieved from http://www.gemconsortium.org/country-profile/100

Harrison, R., & Leitch, C. (2010). Voodoo institution or entrepreneurial university? Spin-off
companies, the entrepreneurial system and regional development in the UK.
Regional Studies, 44(9), 1241-1262.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 45



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Harroch, R. (2013, June 10). 65 Questions Venture Capitalists Will Ask Startups. Retrieved
from Forbes: http://www.forbes.com/sites/allbusiness/2013/06/10/65-questions-
venture-capitalists-will-ask-startups/#6195dc7d8202

Hart, O., & Moore, J. (1990). Property Rights and the Nature of the Firm. Journal of Political
Economy 98, 1119-1158.

Hathaway, |. (2016, March 1). What Startup Accelerators Really Do. Retrieved from Harvard
Business Review: https://hbr.org/2016/03/what-startup-accelerators-really-do

Hisrich, R., & Jankowicz, A. (1990). Intuition in Venture Capital Decisions: An Exploratory
Study Using a New Technique. Journal of Business Venturing, 5(1), 49-62.

Huggins, R., & Williams, N. (2011). Entrepreneurship and regional competitiveness: The role
and progression of policy. Entrepreneurship & Regional Development, 23(9-10), 907—
932.

Hwang, V., & Horowitt, G. (2012). The rainforest: The secret to building the next Silicon
Valley. Los Altos, CA: Regenwald.

Hyde, C. (2015, November 3). The West Coast of Europe Wants to Be the New West Coast.
Retrieved from Bloomberg: https://www.bloomberg.com/news/articles/2015-11-
03/europe-s-west-coast-tech-hub-lisbon-aims-to-follow-san-francisco

Isenberg, D. (2010). How to Start an Entrepreneurial Revolution. Harvard Business Review,
88(6), 40-50.

Isenberg, D. (2011a). How to Foment an Entrepreneurial Revolution. Bahrain: The Babson
Entrepreneurship Ecosystem Project.

Isenberg, D. (2011b). The Entrepreneurship Ecosystem Strategy as a New Paradigm for
Economic Policy: Principles for Cultivating Entrepreneurship. Institute of International
European Affairs. Dublin, Ireland.

Isenberg, D. (2013, March 18). When Big Companies Fall, Entrepreneurship Rises. Retrieved
from Harvard Business Review: https://hbr.org/2013/03/when-big-companies-fall-
entrep

Jo, H., & Lee, J. (1996). The Relationship Between an Entrepreneur's Background and
Performance in a New Venture. Technovation, 16(4), 161-211.

Julien, P. (2007). A theory of local entrepreneurship in the knowledge economy. Cheltenham,
UK: Edward Elgar.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 46



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Kaplan, S., Sensoy, B., & Stromberg, P. (2009). Should Investors Bet on the Jockey or the
Horse? Evidence from the Evolution of Firms from Early Business Plans to Public
Companies. The Journal of Finance, 64(1), 75-115.

Kelley, D., Ali, A., Brush, C., Cole, M., Corbett, A., Daniels, C., . . . Rogoff, E. (2015). GEM 2015
United States Report. Global Entrepreneurship Monitor. Global Entrepreneurship
Research Association (GERA), Babson College & Baruch College. Retrieved from
http://www.gemconsortium.org/country-profile/122

Kenney, M., & Patton, D. (n.d.). Entrepreneurial geographies: Support networks in three
high-technology industries. Economic Geography, 81(2), 201-228.

Krichhoff, B., Newbert, S., Hasan, |., & Armington, C. (2007). The influence of university R&D
expenditures in new business formations and employment growth. Entrepreneurship
Theory and Practice, 31(4), 543-559.

Laird, J. (2016, March 22). Why Lisbon’s Startup Scene Will Hit Full Throttle in 2016.
Retrieved from The Spaces: http://thespaces.com/2016/03/22/why-lisbons-startup-
scene-will-hit-full-throttle-in-2016/

Lawton Smith, H., Chapman, D., Wood, P., Barnes, T., & Romeo, S. (2014). Entrepreneurial
academics and regional innovation systems: The case of spin-offs from London’s
universities. Environment and Planning, 32 (2), 341-359.

Leidecker, J., & Bruno, A. (1984). Identifying and Using Critical Success Factors. Long Range
Planning, 17(1), 23-32.

Mack, E., & Rey, S. (2014). An econometric approach for evaluating the linkages between
broadband and knowledge intensive firms. Telecommunications Policy, 38(1), 105—
118.

MacMillan, I., Zemann, L., & Subbanarasimha, P. (1987). Criteria Distinguishing Successful
From Unsuccessful Ventures in the Venture Screening Process. Journal of Business
Venturing, 2(2), 123-137.

Malecki, E. J. (1997). Entrepreneurs, networks, and economic development: A review of
recent research. In J. Katz, Advances in entrepreneurship, firm emergence, and
growth (Vol. 3, pp. 57-118). Greenwich, CT: JAl Press.

Malecki, E. J. (2009). Geographical environments for entrepreneurship. International Journal
of Entrepreneurship and Small Business, 7(2), 175-190.

Malecki, E. J. (2011). Connecting local entrepreneurial ecosystems to global innovation
networks: open innovation, double networks and knowledge integration.
International Journal of Entrepreneurship and Innovation Management, 14(1), 36-59.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 47



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Malecki, E. J. (2011). Regional social capital: Why it matters. Regional Studies, 46 (8), 1023—
1039.

Marvao, R. (2015, February 9). Ricardo Marvao — From having his own startup to helping
startups succeed. (M. Furtado, Interviewer) Ship. Retrieved from
http://startupship.org/ricardo-marvao-from-having-his-startup-to-helping-startups-
succeed/

Mason, C., & Brown, R. (2013). Creating good public policy to support high-growth firms.
Small Business Economics, 40(2), 211-225.

Maxwell, A., Jeffrey, S., & Lévesque, M. (2011). Business Angel Early Stage Decision Making.
Journal of Business Venturing, 26(2), 212-225.

Moore, J. F. (1993). Predators and Prey: A New Ecology of Competition. Harvard Business
Review, 71(3), 75-83.

Mulcahy, D. (2013, May). Six Myths About Venture Capitalists. Retrieved from Harvard
Business Review: https://hbr.org/2013/05/six-myths-about-venture-capitalists

Napier, G., & Hansen, C. (2011). Ecosystems for Young Scalable Firms. FORA Group.

Neck, H., Meyer, G., Cohen, B., & Corbett, A. (2004). An entrepreneurial system view of new
venture creation. Journal of Small Business Management, 42(2), 190-208.

Nelles, J., Bramwell, A., & Wolfe, D. (2005). History, culture and path dependency: Origins of
the Waterloo ICT Cluster. In I. D. (Eds.), Global networks and local linkages: The
paradox of development in an open economy (pp. 227-252). Montreal: McGill-
Queen’s University Press.

Ozgen, E., & Baron, R. (2007). Social sources of information in opportunity recognition:
Effects of mentors, industry networks, and professional forums. Journal of Business
Venturing, 22(2), 174-192.

Pimentel, A. (2016, September 21). Web Summit abre escritorio em Lisboa. E estd a
contratar. Retrieved from Observador: http://observador.pt/2016/09/21/web-
summit-abre-escritorio-em-lisboa-e-esta-a-contratar/

Qian, H., Acs, Z., & Stough, R. (2013). Regional systems of entrepreneurship: The nexus of
human capital, knowledge and new firm formation. Journal of Economic Geography,
13(4), 559-587.

Rich, N. (2013, May 2). Silicon Valley’s Start-Up Machine. Retrieved from The New York
Times: http://www.nytimes.com/2013/05/05/magazine/y-combinator-silicon-
valleys-start-up-machine.html?pagewanted=all&_r=0

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 48



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Rockart, J. F. (1979). Chief Executives Define Their Own Data Needs. Harvard Business
Review, 57(2), 81-93.

Rockart, J. F. (1982). The Changing Role of the Information Systems Executive: a Critical
Success Factors Perspective. Sloan Management Review, 24(1), 3-13.

Rosted, J. (2012). Understanding Business Ecosystems. FORA Group.

RTP Noticias. (2016, November 7). Governo investe 1,3 milhdes no Web Summit e espera
receber 175 milhdes. Retrieved from RTP:
http://www.rtp.pt/noticias/economia/governo-investe-13-milhoes-no-web-summit-
e-espera-receber-175-milhoes_v960208

SEP Monitor. (2015). Portugal Rising: Mapping ICT Scaleups. Belgium: Mind the Bridge
Foundation, Startup Europe Partnership. Retrieved from
http://mindthebridge.com/portfolio_categories/sep-monitors/

Shane, S. (2004). Academic entrepreneurship: University spinoffs and wealth creation.
Cheltenham, UK: Edward Elgar Publishing.

Spilling, O. (1996). The entrepreneurial system: On entrepreneurship in the context of a
mega-event. Journal of Business Research, 36 (1), 91-103.

Sternberg, R., Vorderwulbecke, A., & Brixy, U. (2014). GEM Germany 2014 Report. Global
Entrepreneurship Research Association (GERA). Retrieved from
http://www.gemconsortium.org/country-profile/64

Torres, N. (2015, August 6). What Angel Investors Value Most When Choosing What to Fund.
Retrieved from Harvard Business Review: https://hbr.org/2015/08/what-angel-
investors-value-most-when-choosing-what-to-fund

Totterman, H., & Sten, J. (2005). Start-ups: Business incubation and social capital.
International Small Business Journal, 23(5), 487-511.

van der Borgh, M., Cloodt, M., & Romme, A. (2012). Value creation by knowledge-based
ecosystems: Evidence from a field study. R&D Management, 42(2), 150-169.

Wolfe, D. (2005). The role of universities in regional development and cluster formation. In
G. Jones, P. McCarney, & M. Skolnik, Creating knowledge, strengthening nations (pp.
167-194). Toronto: University of Toronto Press.

Word Economic Forum. (2013). Entrepreneurial ecosystems around the globe and company
growth dynamics (industry agenda). Geneva: World Economic Forum.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 49



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Zacharakis, A., Shepherd, D., & Coombs, J. (2003). The development of venture-capital-
backed internet companies: An ecosystem perspective. Journal of Business Venturing,
18(2), 217-231.

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 50



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

Appendix

* Unequivocal support o Institutions * Researchinstitutes

*Social legitimacy .. Investment, support * Venture-friendly legislation

* Open door for advocate * Financial support * e.g. Bankruptoy, contract

s Entrepreneurship strategy e.g. for R&D, jump stan funds enforcement, property rights,

s Urgency, crisis and challenge s Regulatory framework and labor

* Early adopters for proof-of- . Incentives

4

cancept ; €.4. Tax benefits
* Expertise in proguctizing nancial Capitad
¢ Reference customer

First reviews
Distribution channels

s Entréprensin”s networks
* Diaspora networks
= Multinatioral corporations

* Micro-loans * Venture capital funds
*  Angel investors, * Private equity

friends and family * Public capital markets
* lero-stage * Debt
venture capital

* Visible succesies
*  Wealth generation for founders
* internstionsl reputstion

* Skilled and unskilied
* Senial entrepreneuts
* Later generation family

* General degrees {professional ang
academic)
* Specific entrepreneurship training

¢ Telecommunications

* Tolerance of risk, mistakes, failure

* innovation, creativity, experimentation
Social status of entrepreneur

Wealth creation

Ambition, drive, hunger

=

5 Tiknaedtaabion & ledtosbia * Entrepreneurship * Conferences
o Eoaw s o promotion in pon-profits * Entrepreneur-friendly
oid s Legal * Business plan comests assoxiations

* Jomes, incubation centers, clusters A
* Accounting
* Investment bankers 1

Figure 37 - Entrepreneurship Ecosystem (Isenberg, 2011b)

Ring “Ormi king
hasic | i ! {entrepreneurial § =

Launching

startup
capabilities

Figure 38 - Successful Entrepreneurship Spillover Effects (Isenberg, 2011b)

ANDRE RODRIGUES PARRACHO | UNIVERSIDADE CATOLICA PORTUGUESA 51



KEY ENVIRONMENTAL FACTORS IMPACTING ON A SUCCESSFUL STARTUP

«Social legitimacy « Institutions * Researchinstitutes
° E::::;“"“" for proof-of- * Open door for advocate e.g. Investment, support * Venture-friendly legislation
*Entrepreneurship strategy * Financial support * e.g. Bankruptcy, contract
Expertise in productisieg * Urgency, crisis and challenge e.g. for R&D, jump start funds enforcement, property rights,
Reference customer + Regulatory framework and Inhor

Firstreviews

Incentives
Distribution channels

=% e.g. Tax benefits
A Culture
Support Services
* Tolerance of risk
Legal * Innovation, creativity, experimentation
Accounting * Social status
Investment bankers * Ambition, drive, hunger
Technical experts, advisors
I [ Swccemsstories_____|
* Visible successes
*  Wealth generation for founders
*  International reputation
Human Capital
. + Skilled and unskilled
+ Serial entrepreneurs
* Later generation family
o Financial Capital
* Micro-loans * Venture capital funds
4 * Angel investors, * Private equity
friends and family * Public capital markets

*+ Diasporanetworks
= Multinational corporations

Economic Clusters

* Critical masses of companies
+ Country specific reputation
+ Doman-specific skills

* Technology

Infrastructure

* Telecommunications
* Transportation & logistics
+ Energy

* Zlero-stage venture + Debt

* Entrepreneur’s networks
capital

Non-Government Institutions

Educational Institutions « Entrepreneurship « Conferences

) promotion in non-profits * Entrepreneur-friendly
* Ganeral degres (professionsl and * Business plan contests assoclations
academic) 1

Figure 39 - Entrepreneurship Ecosystem (Isenberg, 2011a).

Young high-
growth firms

Value
creation

Value
creation

Knowledge
Institutions

Investors

Value
creation

Value

creation Established

New
start-up
firms

Source: FORA, 2011
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Figure 45 - Sources of Financing in the Sample.
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