
A Delicate
B a l a n c e
Th e re are only so many ways a
s t a r t-up CEO can turn when his
one and only p roduct isn’t se l l i n g

The company: Wrapped Apps is an Ottawa start-up with a suite of services that can
cheaply and rapidly make desktop software available through any computer with a Web
browser. It’s spent millions building its product and now has an offering that even the
industry giants can’t match.

The situation: The company survived the tech meltdown and has a great product —
but it also has few customers and little revenue. Newly minted C E O Rob Lewis has been
hired to quickly bring the company’s product to market. But when existing methods
don’t produce the desired results, he needs to find a new approach on a tight budget.
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S PO N S O RD E D BY

IT WAS ONLY DAYS AFTE R his appointment as CEO
in Novembe r 2 0 04 that Rob Le wis found himse l f
s t a n d i n g in the blue-white glare of T V l ights, fa ci n g
a ro l l i n g ca m e ra. His unorthod ox ca ree r t ra j e c t o ry
— from fo u n d e r o f an Ottawa law fi rm to CEO of
t e ch n o l ogy fi rm Wra p ped Apps — had ca u ght the
eye of a local prod u ce r. Loo ki n g into the ca m e ra ,
Le wis made his pitch. “This is, without a doubt,
the most exci t i n g so ftwa re oppo r t u n i ty in Ottawa , ”
he decl a red. “We ’ re go i n g to set the wo rld on fi re. ”

Le wis’s co m p a ny had spent five ye a rs and
$4 million co n ce ivi n g and developing a tech n o l ogy
that could make any co m p u t e r a p p l i cation se cu re-
ly available thro u gh an Internet browse r. The too l
so lv ed the most naggi n g p roblems of the tra d i t i o n-
al so ftwa re model, from vi ru ses and pira cy to the
h a ssle of u p keep and maintenance. It was a huge-
ly p ro m i s i n g m a rket with fe w se rious co m pe t i t o rs .

Even though tod ay’s so ftwa re was incre a s i n g ly
so p h i s t i ca t ed and co m p l ex, the way it was pur-
ch a sed and deliv e red had sca rce ly ch a n ged since
the 1980s. A product was out of date the minute
the box was open, and buye rs would pay the sa m e
u p - front cost reg a rd l ess of h ow o ften they u sed it.

Wra p ped Apps’ products res h a ped this mod e l .
Its enabling t e ch n o l ogy a l l ow ed applications to be
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t ri ed fo r free, then “re n t ed” online using
m o n t h ly s u b s criptions or m e t e red pe r- u se
billing. Ra t h e r than installing so ftwa re on loca l
d es ktop co m p u t e rs or co m p a ny se r v e rs, use rs
would access the application thro u gh a brows-
e r u s i n g a broadband Internet co n n e c t i o n .
With not h i n g i n s t a l l ed loca l ly, use rs would be
s p a red the headach es of installation and
m a i n t e n a n ce. Subscri be rs would also be able
to use their a p p l i cations from any co m p u t e r
with Internet access, anywh e re in the wo rl d .

“O u r p roduct is like a ca rgo cra t e,” Le wi s
exp l a i n ed into the T V ca m e ra. “You can put
a nyt h i n g you want inside the cra t e. Once it’s
inside that co n t a i n e r, it can be moved by a ny
fo rkl i ft.” Once “co n t a i n e rized,” so ftwa re wri t-
ten fo r a given ope ra t i n g system — Mac O S ,
Wi n d ows, Unix / Li n ux — could be deployed
online fo r a ny co m p u t e r with a browse r.

As Le wis exp l a i n ed the Wra p ped Apps
t e ch n o l ogy, his intervi e w e r re t a i n ed a puzzl ed
l oo k. “Why,” he asked, “did you trade the
co u r t room fo r the boa rd roo m?” Le wis wa s
u n eq u iv ocal: “Easy,” he re p l i ed. “I get the
ch a n ce to build a co m p a ny from no revenue to
a multi-million-dollar co m p a ny in a v e rys h o r t
pe ri od of t i m e. That’s v e ry exci t i n g . ”

The industry’s growth fig u res w e re ce r t a i n-
ly re a son fo r excitement. The market fo r
“ So ftwa re as a Se r vi ce” was growi n g at 40%
pe r ye a r, with netwo rk- b a sed applica t i o n s
expe c t ed to be the fa s t es t- g rowi n g s u b segm e n t
o f the market. Re v e n u es thro u gh 2008 had
been es t i m a t ed by G a r t n e r G roup at US$14 .4
billion. One co m p a ny, Sales fo rce.com, had
re a ch ed US$175 million in revenue from a sin-
gle on-demand application. Wra p ped Apps
could tra n s fo rm any d es ktop application into
a We b - b a sed se r vi ce, reg a rd l ess of the plat-
fo rm. And it could do it in 30 days at a cost of
l ess than $50,000 — an offe ri n g u n m a t ch ed
even by i n d u s t ry giants like IBM.

But when the intervi e w e r a s ked abo u t
sa l es, Le wis admitted that the co m p a ny ’ s
p ro m i se had not yet tra n s l a t ed into re v e n u e.
He was co nvi n ced, though, that its sa l es and
m a rke t i n g wo rk would soon start to be a r fru i t .

A MONTH LATER, a co ffee in one hand and a
tea in the ot h e r, Le wis made a beeline into
Alain Mercier’s offi ce. Merci e r was one of t h e
co m p a ny’s co - fo u n d e rs and had been Le wi s ’ s
cl a ssmate while studyi n g fo r an MBA. Still
ch i l l ed from the bri s k N o v e m be r m o rn i n g ,
M e rci e r g ra t e fu l ly a cce p t ed the tea and asked
a bout Le wis’s most re cent marke t i n g m ee t i n g .

Le wis re ca p ped the pre vious day’s mee t-
ing, an aft e rn oon stra t egy session with the
co m p a ny’s vi ce - p resident of sa l es and marke t-
i n g and her team. The VP had exp ressed co n-
fi d e n ce about the co m p a ny’s sa l es pro s pe c t s ,
but she had not met re cent sa l es targets. Le wi s
was upbeat, but he and Merci e r d i s cu ssed the
m a t t e r with co n ce rn in their v o i ces .

The VP had arriv ed eight months be fo re
Le wis. She found a co m p a ny with a fres h ly
co m p l e t ed product, an embryo n i c m a rke t i n g
s t ra t egy and an underd e v e l o ped pri ci n g
a p p roa ch. She began attending t rade shows
and found fo u r i n d e pendent so ftwa re v e n d o rs
( I S Vs) wi l l i n g to act as “p i l ot” clients. Wra p ped
Apps wa iv ed its wra p p i n g fee in exch a n ge fo r
the oppo r t u n i ty to use the fo u r I S Vs to test the
wra p p i n g p rocess and hosting so ftwa re.

At the time, Wra p ped Apps was co u n t i n g
on the marke t i n g e fforts of I S V cu s t o m e rs and
h o s t i n g p a r t n e rs like Internet se r vi ce pro vi d e rs
( I S Ps) to re a ch end use rs. Le wis be l i e v ed that
it should have been a slam-dunk co nv e rge n ce
o f i n t e rests. ISVs stru gg l ed with pira cy and a
m e rcu rial sa l es cycle that had fe w so u rces of
re cu rri n g re v e n u e. ISPs had excess ca p a ci ty i n
t h e i r expe n s ive data ce n t res and a need fo r
n e w se r vi ces fo r t h e i r cu s t o m e rs. Wra p ped

Apps eliminated pira cy fo r I S Vs, pro vi d ed new
o ffe ri n gs fo r I S Ps and deliv e red re cu rri n g s u b-
s cription re v e n u es fo r both. In exch a n ge, ISVs
would pay Wra p ped Apps to Web-enable their
so ftwa re, while ISPs would pay fo r the se r v e r
so ftwa re and make roya l ty p ayments fro m
t h e i r re cu rri n g a p p l i cation rental re v e n u es .

But now fall was givi n g way to wi n t e r, and
the multiple revenue streams had yet to mate-
ri a l ize. The VP of sa l es and marketing, the
co m p a ny’s most high ly paid employee, had
ca l l ed fo r m a rke t i n g functions to be jettiso n ed
t h ro u gh outso u rcing, and re co m m e n d ed to
Le wis that the co m p a ny i m m ed i a t e ly start to
h i re sa l es employees. “But in the sa m e
b reath,” Le wis said, “she’s lamenting that our
po s i t i o n i n g is wrong, that our p ri ci n g m od e l
d oesn’t wo rk p ro pe rly.” Le wis wo n d e red
wh e t h e r Wra p ped Apps’ sa l es cycle was natu-
ra l ly long, or wh e t h e r t h e i r s t ra t egy n eed ed a
fundamental ch a n ge.

LU C M A RTIN HAD A DIFFE RE NT EXPLA N ATI O N
fo r why the product wasn’t selling. Martin wa s
a n ot h e r Wra p ped Apps co - fo u n d e r, the co m-
p a ny’s ch i e f t e ch n o l ogy o ffi ce r ( C TO), and had
pe rso n a l ly o v e rseen the development of t h e
co m p a ny’s tech n o l ogi cal platfo rm. He led a
team of seven develope rs who w e re roa d - t es t-
ed as co-op students, then hired full-time on
re l a t iv e ly m od est sa l a ri es. In the co m p a ny ’ s
e a rly d ays, this team was the co re of t h e
Wra p ped Apps org a n ization. “If we had the
reso u rces [more prog ra m m e rs] to focus on
development, we could pe r fect the prod u c t , ”
Martin told Le wis in late Novembe r.

Le wis couldn’t deny some new fe a t u res
would smooth out the so ftwa re’s ro u gh edges ,
red u ce the effort req u i red to “wra p” applica-
tions, and speed up pe r fo rm a n ce fo r l a rge -
s cale cu s t o m e rs. But he was reluctant to sign
a ch eque fo r his CTO. Cre a t i n g the new p rod-
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uct would cost upwa rds of $ 1 0 0, 0 0 0, a co m-
mitment the ca s h - s t ra p ped co m p a ny could not
e a s i ly a ffo rd. And bes i d es, he re fl e c t ed, it wa s
n e v e r the tech n o l ogy that see m ed to stym i e
the co m p a ny’s revenue pot e n t i a l .

The tech n o l ogy wo rked — in fact, the fo u r
p i l ot so ftwa re products w e re alre a dy ava i l a b l e
t h ro u gh Midw est Data Ce n t e r (MDC), a small
ISP in Misso u ri. But while MDC had quickly
s ign ed on, it hadn’t yet ge n e ra t ed any re v e n u e.

LE WIS HAD SPE NT E N D LESS HOURS empha-
s izi n g the pow e r o f his products to pro s pe c t iv e

clients. Any p rog ram — any p rog ram, he re pe a t-
ed over and over — could be tra n s fo rm ed into
a We b - b a sed application. The only p roblem is
that neither the ISPs nor the ISVs could appar-
e n t ly d e cide wh i ch applications they wa n t ed
to offe r u se rs over the We b. “We ’ re enablers .
We offe r them the best tool in the industry,
but they expect us to build out the business
ca se fo r them,” Le wis said with a note of exa s-
pe ration. “What the heck do I kn ow? It’s not
my job to get them cu s t o m e rs . ”

S i n ce so ftwa re publishers w e re appare n t ly
n ot re a dy to jump without a bulletproo f b u s i-
n ess ca se, Le wis and Merci e r h o ped to find the
right ince n t iv e. As Novembe r d re w to a cl o se,
Wra p ped Apps met more freq u e n t ly with ISPs ,
t ryi n g to spark i n t e rest in offe ri n g a ra n ge of

on-demand so ftwa re to their cu s t o m e rs. Le wi s
got an exp ression of i n t e rest from a Ca n a d i a n
t e l co with 100,000 high - s peed Internet sub-
s cri be rs. But when it asked wh i ch applica t i o n s
to offe r, Le wis couldn’t answ e r — aft e r all, it
was the ISPs who had the relationships wi t h
t h e i r clients. “If t h ey’d just tell us what partic-
u l a r so ftwa re they wa n t ed to offe r, we co u l d
do so m e t h i n g fo r them,” he lamented .

It was a ch i cke n - a n d - egg dilemma fo r
Wra p ped Apps: ISPs wa n t ed a libra ry o f ki l l e r
apps, ISVs wa n t ed a wa i t i n g a u d i e n ce of s u b-
s cri be rs, and neither was wi l l i n g to jump fi rs t .

And fo r both clients, the decision to purch a se
req u i red a ra d i cal stra t egi c leap — fo r I S Ps, into
a new m a rket; fo r I S Vs, into a new re v e n u e
m odel. While the small telcos and ISPs should
h ave been enthusiastic a d o p t e rs, Le wis had
been surp ri sed by t h e i r s l ow u p t a ke.

A l o n g the way, Le wis toyed with the idea of
t a rge t i n g the enterp ri se market, offe ri n g t o
Web-enable leg a cy systems. Wh e n e v e r h e
d es cri bed Wra p ped Apps tech n o l ogy to those
in the co rpo rate IT e nvi ronment, he could see
an eage r gleam in their eyes. Many l a rge co m-
p a n i es — from retail sa l es to banki n g — still
u sed deca d es-old mainframe terminal applica-
tions. Ext e n d i n g t h o se leg a cy systems to new
t e ch n o l ogy p l a tfo rms was a mass ive headach e
fo r C TOs. But ch a s i n g e n t e rp ri se clients meant

ch a l l e n gi n g the small fi e fdoms of IT m a n age rs ,
wh o se ca ree rs w e re based on the suppo r t
req u i rements of the shri n k-wra p ped so ftwa re
m odel. And more impo r t a n t ly, Le wis wo rri ed ,
h o m eg rown so ftwa re was a cost fo r e n t e rp ri s-
es. Unlike the co m m e rcial so ftwa re marke t ,
t h e re w e re no re cu rri n g revenue streams fro m
wh i ch Wra p ped Apps could ext ract roya l ty
p ayments. CTO Martin ag reed: “Enterp ri se
clients will pay to mig rate their so ftwa re or t o
l i ce n se our se r v e r so ftwa re,” he told Le wi s .
“But they’ll never p ay a roya l ty fo r the privi l ege
o f u s i n g so ftwa re they a l re a dy own . ”

FRU GA LIT Y WAS A WATCHWO RD around the
Wra p ped Apps offi ce. It had surviv ed the tech
m e l t d own due in large part to a loyal group of
i nv es t o rs — friends, fa m i ly and a fe w a n gel in-
v es t o rs — who saw the co m p a ny’s pot e n t i a l .
N e v e r t h e l ess, its leased co m p u t e rs w e re a ge n-
e ration old, it occu p i ed re n t ed space in an of-
fi ce co m p l ex l i s t ed fo r sa l e, and it w e a t h e red
t u rn o v e r as its underpaid employees left and
w e re re p l a ced by g reen co-op students. Le wi s
and Merci e r both kn e w t h ey would like ly h av e
to see k m o re money from their i nv es t o rs .

Le wis’s Ch ristmas va cation was shaping u p
to be anyt h i n g but res tful. With a phone
p ressed to his ear, he would be spe n d i n g h i s
yuletide offe ri n g a ss u ra n ces to nervous
i nv es t o rs and ca l m i n g frayed nerves. When he
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Some new features would smooth out the
rough edges and speed up performance,
but Lewis was reluctant to sign a cheque.
Creating a new product would cost more
than his young company could afford
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re t u rn ed to the offi ce in the new ye a r, he need-
ed to come arm ed with a fresh stra t egy to turn
a round the co m p a ny’s fl aggi n g fo r t u n es .

The Expert Vi e w

Fo r t h o se who have w e a t h e red the boom and
bust of the tech n o l ogy se c t o r, the ca se of
Wra p ped Apps ri n gs fa m i l i a r. This ca se shows
a co m p a ny h avi n g to make three simultane-
ous and ch a l l e n gi n g leaps fo r wa rd: It’s under-
go i n g a metamorphosis from an R&D co m p a ny
to a product and sa l es co m p a ny. It’s ch a n gi n g
and pro fess i o n a l izi n g the co m p a ny’s manage-
ment. And it’s tryi n g to swi t ch from inv es t o r
d o l l a rs to sa l es revenue as the so u rce of its fo r-
wa rd momentum. Managi n g a ny one of t h ese
t ransitions is a tough ch a l l e n ge. Havi n g to deal
with all three at once, and in a pe ri od of a u s-
t e ri ty, is enough to turn most CEOs’ hair g rey.

The fi rst transition that Wra p ped Apps
fa ces is the move from development to sa l es .
Too many co m p a n i es vi e w t h ese as wh o l ly
i n d e pendent stages of g rowth. Th ey t h eo rize
a bout the market, then cl o i s t e r t h e m se lv es
away in a product development lab. Better
co m p a n i es think a bout the market and their
cu s t o m e rs at the outset, and continue thinki n g
a bout them as they build their p roducts. Th e
best co m p a n i es go one step fu r t h e r a n d
i nv o lve their cu s t o m e rs as they develop prod-
ucts. Th ey u se their cu s t o m e rs’ insight to driv e
development. Wra p ped Apps got this insigh t
l a t e: It thought that ISPs w e re the pe r fect cu s-
t o m e r, and its early sale to Midw est Data
see m ed to co n fi rm its intuition. How e v e r, the
co m p a ny was lulled into a fa l se se n se of se cu-

ri ty a bout cu s t o m e r demand in that segm e n t .
Co m p a n i es in Wra p ped Apps’ situation need
to expe riment and inv o lve their p ro s pe c t iv e
cu s t o m e rs early, so they m a ke smart bets on
segmentation when their p roducts are re a dy.

The se cond leap fo r wa rd is from the co m-
p a ny’s fo u n d e rs to a pro fess i o n a l ized and
sa l es- o ri e n t ed leadership team. This is a leap
that many s t a r t-ups fail to make. It takes intel-
lectual hones ty and a level head fo r a fo u n d e r
to kn ow when to pass the mantle, and
Wra p ped Apps dese r v es kudos fo r se l e c t i n g a
se a so n ed pro fessional like Rob Le wis. At the
same time, yo u n g s t a r t-ups do need to be
wa ryo f “ h i red guns.” The same pe rson can be
wh i t e - h ot when se l l i n g an es t a b l i s h ed prod u c t
with an ample budget, but fl o u n d e r wh e n
i n t rod u ci n g n e w p roducts on a shoes t ring. A
sa l es pe rson isn’t a marke t i n g s t ra t egist, and a
m a rke t i n g s t ra t egist isn’t a co m m e rci a l iza t i o n
expert. Le wis needs to co n s i d e r the co m p a ny ’ s
n eeds and stage of development, and then
adjust his leadership team acco rd i n g ly.

The final leap fo r Wra p ped Apps is to sus-
tain itse l f without fu r t h e r i nv estment. Le wi s ,
M e rci e r and Martin deserve a medal of h o n o u r
fo r t h e i r boot s t ra p p i n g i n ge n u i ty — and fo r s u r-
vivi n g the implosion of the tech se c t o r. If e v e ry
s t a r t-up’s management guard ed its cash as
j e a l o u s ly as Wra p ped Apps, we would see a
fa r be t t e r s u r vival rate fo r n e w v e n t u res .
Th ey’ve been frugal on staffi n g and on admin-
i s t ra t ive costs. Th ey’ve fi n a n ced half a deca d e
o f development with only a small band of
a n gels, friends and fa m i ly. But there may be
an oppo r t u n i ty cost to devot i n g t h e i r time to
s t ayi n g a l iv e: Any time spent fu n d ra i s i n g i s
time div e r t ed from business development.
And on the business development fro n t ,
Wra p ped Apps’ top pri o ri ty should be fi n d i n g
a stable anch o r p a r t n e r ra t h e r than landing
m o re small-scale clients. If Wra p ped Apps
plans to go up against major co m pe t i t o rs, it
n eeds a “big b rot h e r.” It needs a marq u ee
client to show o ff to pro s pe c t ive cu s t o m e rs
and a high - p ro file cu s t o m e r to demonstrate its
se ri o u s n ess to inv es t o rs .

The time is ri pe fo r on-demand so ftwa re
enablement. And Wra p ped Apps, des p i t e
Le wis’s wo rri es, makes applications We b -
a ccessible fa s t e r and be t t e r than anyone else.
Le wis needs to stay t o u gh on costs, syn ch ro-
n ize the leadership team with the co m p a ny ’ s

n eeds and co nvi n ce inv es t o rs to extend the
co m p a ny’s cash ru nway. But in ord e r to re a l-
ize Wra p ped Apps’ stagge ri n g potential, Le wi s
a bove all needs to understand his cu s t o m e rs
be t t e r, ze ro in on the right segment and then
re l e n t l ess ly a p p ly his focu s .

The Outco m e
Le wis gree t ed the new ye a r by s h a ki n g u p
Wra p ped Apps’ org a n ization, product and
s t ra t egy. Under his leaders h i p, it re focu ssed on
a new cu s t o m e r segment and ro l l ed out a new
p roduct to simplify on-demand so ftwa re sa l es .

Fi rst, he eliminated the position of VP sa l es
and marke t i n g and made those areas his own
top pri o ri ty. With the input of an expert advi-
so ry boa rd, Le wis shift ed the co m p a ny’s mar-
ke t i n g focus from ISPs to high - p ro file electro n i c
re t a i l e rs and Internet po r t a l s .

To support this new cu s t o m e r segm e n t ,
Le wis had his CTO develop a “s ki n n a b l e” ’
(e a s i ly cu s t o m ized) online store front. The store
sells so ftwa re using Wra p ped Apps’ back e n d
and allows re t a i l e rs to cu s t o m ize the store fro n t
to match their own brand identity. Re t a i l e rs
h ave only to make sa l es; Wra p ped Apps han-
d l es hosting, bandwidth, billing and support. 

Le wis fi n a n ced the co m p a ny’s reo ri e n t a-
tion with the support of his inv es t o rs, fa c t o red
R&D tax credits and re ce iva b l es, and its fi rs t
roya l t i es. In 2005, Wra p ped Apps also offe red
a p p l i ca t i o n -wra p p i n g fo r e n t e rp ri se clients fo r
the fi rst time. By the end of the ye a r, Le wis fe l t
co n fident and enthusiastic. The co m p a ny ’ s
e n t e rp ri se offe ri n g had attra c t ed the business
o f a large fed e ral go v e rnment department.
Validian, a res pe c t ed se cu ri ty so ftwa re co m -
p a ny, had sign ed on as a wra p p i n g cl i e n t .
Wra p ped Apps’ products w e re nominated fo r
five high - p ro file industry awa rds. And the co m-
p a ny’s online store product bro u ght them a
ri ch pipeline of sa l es leads in Canada, the
U n i t ed States and Britain, with two deals
expe c t ed to cl o se in the fi rst quarter o f 2 0 0 6.

Note: The authors do not intend to illustrate either e ffe c-

t i ve or i n e ffe c t i ve handling of a manage rial situation. Th e

views re p re s e n t ed here are solely those of the case 

a u t h o rs and are bas ed on their own pro fe ssional judg-

m e n t. Certain names, sce n a rios or i d e n t i f ying info rm a-

tion may h ave been disguised to protect co nf i d e n t i a l i ty.

By Pe t e r Ri ch a rd so n
Pro fesso r o f S t ra t egi c M a n age m e n t ,
Q u een’s Sch ool of B u s i n ess
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