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Start-ups have everything they need, except money

Tough market demands
that entrepreneurs take
conservative approach

By SUDEEF REDDY
Sl Wriler

Rick Sabolik has written the
business plan and created the
produet for his sturt-up technolo-
e fivm Al bee needs is funding —
and that's been the hardest part.

"We've got d product, and the
product actually works,” Mr. Sa-

lilesnid. “But as they say, timing

is everything.”
The harsh market conditions

are a bigger-than-expected road- .

block to entrepreneurs such as
Mz, Sabolik. a former KPMGeon-
sultant.

Despite o llood of new busi-
noss ideas, the technology sector's
woes ane Keoping many younyg
companies from getting off the
ground.

"We're in a chicken-and-egg
situation,” said  Mr,  Sabolik,
whose company, ez-GT' Ine,, uses
a1 Web-hased system (o connect
business travelers with ground

transportation such as limousine
SETVIOES.

“The pendulum has swung the

other ‘way, #ind eompanies Tike
mine have to fight being painted
by the dot-com paintbrosh,” he
said,
“Even i you have i sound
business model that can make
muney, that fear permeates the
marketplace.”

Venture capital  firms  are
spending more time on their ex-
isting companies instead of in-
vesting in start-ups. That leaves
Teleeom Corridor entreprencurs

with Little funding with which to
Erow,

“Iwo years ago | could have
had a five-page summary of a
business plan and 1 could have
landed on $5 million,” said “Tahir
Hussain, a former Ericsson engi-
neer and manager who launched
his own telecom company in Feb-
Ny,

“Now you have to look into
greater detail at day-to-day oper-
ations rather than speculnte.”

Even without any funding, Mr.
Hussain — whose company, Iu-
sion Solutions Ine,, helps firms

integrate wireless technology into
their business prictices — has
been able to lund his first elient
and hire three omployees.

He's done sp by focusing on
slow, ineremental growth.

“The whole business model is
very conservative,” Mr. Hussnin
said, “Tough times actuplly teach
you good husiness practices —
hiwing good cost control, having
a good business focus, having the
right direction.”

But even focus and determing-
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Tough times in what was a land of plenty
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tion aren't enough, said Hashmi
Malhotra, a former Nortel exce-
utive who i5 developing o start-
upwith u friend.

Their company would teach
communication skills (o infur-
mation twchnology profession-
ils, especially those who don't
have a business background.

But budget cuts by potential
clients are muking it difficult to
gt started, Ms: Malhotra said.

“Education and the whole
coneept of training budgets are
the first ones that are hit,” <he
said. “They understand the need
. but it's n challenge for them,
and it's wehallenge forus.”

Ms. Malhotrn said she's try-
ing ta establish the contacts
she'll need once the economy re-
COVETS.

“We are seeding the markel-
place,” she said,

“We are put there networking,
spending a lot of time communi-
cating to corporitions. When
things do start opening up, they

will be considering us,”

Maren Marchettd, however, is
having trouble cven lining up
potentind cliens,
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“Pough times actually teach you good business practices,” said
Tuhir Hussain, who recently lnunched his own company.

And despite the interest in
seeurity since Sept. 11, Mr
Marchetti said he hasn't been
able to reach anyone in the OF
flee of Homeland Security to
diseuss lis technology

“The biggest problem at this
stage ... is penetrating the bar-
riers,” said Mr. Marchetti, also
a former Nortel emplovee.
“sSmall individuals like myseff
don’t have the contacts 1o he
able to address these things.”

Muny entreprencurs  who
dreamed of launching their
own compinies are abandon-
ing their plans because the
market is too tough, said Mr.
Marchetti, who's looking for
another job in e meantime.

*I cam't throw all my eges in
one basket,” he said. “The bot-
tom hine is that we ean only do
this for a few months on our
owr. Atsome point we've got to
turn arcund and seramble fora

He's bieen designing a wire- job,”

litss security devive o be used in
trunsporting hazirdous materi-

s,
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