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Preface 

A quote of Sir Winston Churchill interpreted as what it takes for entrepreneurial success: 

“Success is not final, failure is not fatal: it is the courage to continue that counts.” 
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Executive summary 

The research on entrepreneurial top management teams (ETMTs) has received growing 

interest within past decades. This dissertation aims to enhance the trend of investigating top 

management teams (TMT) in an entrepreneurial context. It is especially the outcomes of new 

ventures during the start-up phase which set a course for success or failure and therefore are 

in  the  focus  of  this  study.  As  young  firms  do  not  consist  of  organizational  norms  and  

structures as more mature firms (e.g. Kamm and Nurick 1993, Mazzarol and Reboud 2006, 

Robinson and Pearce II 1984), the shaping influence of the entrepreneurial management team 

at the top of a new venture is expected to be stronger compared to more mature firms 

(Gimeno et al. 1997, Kor 2003). Thus, this dissertation is based on the assumption to reveal 

even more significant findings when focusing on an early venture development stage where 

the influence of human capabilities and social dynamics has more deterministic power. The 

top management of a new venture is investigated on the team level only in order to account 

for this more common approach of venture foundations in practice (Ruef et al. 2003) and to 

account for underlying social ties among the team and the challenge of leveraging them. Not 

only the introduced capabilities of each individual matter alone, but especially the complex 

interactions among team members affect group processes and ultimately the performance of 

the team as a whole (Sonderegger 2010). This dissertation closes the gap between ETMT 

research and social exchange relationships among the team. 

The  underlying  principles  of  this  work  are  human capital  (HC)  theory,  social  capital  

(SC) theory, upper echelon theory (UET), and social exchange theory (SET). As research 

endeavors regarding capability and HC research were already quite well investigated in the 

past (e.g. Beckman et al. 2007, Colombo and Grilli 2005), it is especially the social aspects 

which are considered in this dissertation. The combination of an entrepreneurial context with 
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theories of social interaction appears to be an interesting field of research worth digging 

deeper into it. 

Via conducting a literature review in the chapter “How the ETMT setup influences 

firm performance and the ability to raise capital” an overview of the state within ETMT 

research among the last 20 years is provided. A sample of 28 empirical papers first of all 

verified a growing number of published research literature dealing with ETMT research in 

recent  years.  These  papers  commonly  applied  theories  of  HC  and  SC,  as  well  as  the  UET.  

Primarily, results from prior TMT research or findings from work group and team studies 

were applied in a different context. 

This review concentrates on team-based management factors and their empirically 

tested influence on a new venture’s growth and ability to raise capital. Such dependent 

variables are more meaningful in an entrepreneurial context compared to profitability 

measures which are usually negative for new ventures in the start-up phase. Five clusters were 

derived to structure different aspects of team-based characteristics, namely demographics, 

leadership, turnover, dynamics, and experience. 

Demographic factors such as team size, education of founders, and heterogeneity were 

commonly found to have positive effects on both sales growth and fundraising with minor 

deviating findings. Same applies to work experience, founding experience, industry 

experience, and the breadth of an ETMTs combined network, again with minor contradictory 

findings. In case of dynamics, cohesive teams and cognitive conflict appear to improve sales 

growth, while affective conflict has detrimental effects. Founder departures and team 

additions signal professionalization of the ETMT to potential investors and improve the 

chance to receive funding, while departures in general have detrimental effects. Finally, 

leadership types leading to high growth depend on environmental dynamism and team 

heterogeneity and cannot be meaningful interpreted isolated. 
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The review reveals some open research gaps which are considered worth to be pursued 

and serve as a basis for the following chapters. Besides further research on the financial 

background of ETMT members, power distribution among the team, individual motivations to 

take part, external influences of powerful stakeholders, effects of internal cohesive bonds, or 

deepening research on funding and capital raising, it is especially the further investigation of 

team stability over time and prior shared relationships among the ETMT members which are 

still underrepresented in the literature. 

Thus, chapter “ETMT acquaintance – A theoretical investigation of team sustainability 

and new venture performance” discusses on a theoretical basis how different acquaintance 

types among the ETMT prior to the venture foundation affect venture performance and team 

stability. It is proposed that prior shared experiences provide the members with specific 

knowledge about each other which can be utilized dependent of the context in the favor of the 

new venture. However, in certain cases there can be detrimental effects such as group think or 

reduced criticism. This study draws on SET and it is expected that ongoing reciprocity of 

tangible and intangible goods and expectations among dyadic relationships within the ETMT 

and their maintenance are an essential requirement for team effectiveness and ultimately new 

venture performance. Moreover, such reciprocity requirements and the performance itself are 

predictors for the stability of an ETMT as well. Seven propositions are developed. It is 

expected that prior friendship relationships positively influence team stability. Teams with 

prior professional relationships instead improve venture performance and make more 

elaborated decisions on team turnover. A combination of both aggregates the advantages and 

leads to high team stability and high new venture performance while prior unacquaintance 

bears a risk of social disruptions and instability. 

Chapter “Prior relationships as antecedents for team stability in ETMTs during the 

start-up phase” follows these theoretical considerations and tests ETMT stability within an 

empirical model. The study aims to answer the question how prior relationships among the 
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team influence team stability and how new venture performance moderates these relationships 

by again drawing on SET. Based on a sample of 335 German new ventures and by applying a 

logistic regression approach, prior professional relationships, friendship relationships, and a 

combination of both were found to influence team stability positively, compared to their 

nonexistence. When combined with performance measures, prior professional relationships 

contribute to team stability especially in cases of low performance and prior professional 

friendships contribute to team stability especially in cases of high performance. New venture 

performance itself appears to positively affect team stability as economic success proves a 

functioning management team setup according to the principle “never change a running 

system”. 

This dissertation closes with a general verification of the ETMT research stream in the 

chapter “The relevance of ETMT research”. The study aims to answering the question 

whether an empirical justification of the existence of an ETMT research stream separated 

from TMT research can be found. The results show that the impact of ETMTs on new venture 

performance in an early stage limitedly but significantly exceeds the impact of TMTs in a 

more mature stage. Moreover, the relevance and impact of certain managerial characteristics 

differ dependent on the stage in a firm’s lifecycle. It is especially industry and founding 

experience,  as  well  as  the  ability  to  build  internal  and  external  social  ties  which  is  of  high  

importance for ETMTs in early stages. 
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Zusammenfassung 

Die Erforschung von Top-Management-Teams (TMTs) in Startups erfreut sich seit einigen 

Jahren stetig wachsender Beliebtheit. Die vorliegende Dissertationsschrift betrachtet die 

TMT-Forschung im Kontext der Gründungsphasen von jungen Unternehmen. Grundlegende 

Entscheidungen und Entwicklungen während der ersten operativen Jahre im Leben eines 

Startups bestimmen die maßgeblichen und determinierenden Voraussetzungen mit denen sich 

ein Unternehmen in der zukünftigen Geschäftsentwicklung konfrontiert sieht. Aufgrund des 

strukturgebenden und formenden Einflusses dieser „initialen Determinanten“ auf langfristigen 

Erfolg und Misserfolg sind diese in den Fokus der vorliegenden Dissertationsschrift gerückt. 

Im Vergleich zu reiferen Firmen verfügen junge Startups noch nicht über etablierte 

organisatorische Strukturen und Normen (e.g. Kamm and Nurick 1993, Mazzarol and Reboud 

2006, Robinson and Pearce II 1984). Der Einfluss und die Formgebung der TMTs auf eine 

Unternehmung werden folglich bei jungen Startups als vergleichsweise höher und prägender 

eingeschätzt (Gimeno et al. 1997, Kor 2003). Basierend auf diesen Vorüberlegungen prüft 

diese Arbeit welchen Einfluss Humankapital und Sozialdynamik im TMT bei der Betrachtung 

von Unternehmen in frühen Entwicklungsstadien ausüben und vergleicht diese mit etablierten 

Unternehmen. Um dem in der Praxis üblicheren Ansatz der Team-Gründung (Ruef et al. 

2003) und den darunter liegenden Herausforderungen soziale Bindungen wirksam einzusetzen 

gerecht zu werden, wird das TMT eines Startups hier ausschließlich auf der Team-Ebene 

betrachtet. Es sind nicht nur die isoliert betrachteten Fähigkeiten von einzelnen Individuen, 

die eine Unternehmung beeinflussen. Insbesondere die komplexen Interaktionen zwischen 

Team-Mitgliedern wirken sich grundlegend auf Gruppenprozesse und letztendlich die 

Performance des Gesamtteams aus (Sonderegger 2010). Diese Arbeit hat den Anspruch zur 

Schließung der Lücke zwischen Startup-TMT-Forschung und sozialen Austauschbeziehungen 

zwischen Mitgliedern innerhalb von Teams beizutragen. 
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Das theoretische Fundament dieser Dissertationsschrift basiert auf der Humankapital-

Theorie, Sozialkapital-Theorie, Upper-Echelon-Theorie und der Theorie von sozialen 

Austauschbeziehungen. Frühere Forschungsaktivitäten haben das Themenfeld rund um die 

Fähigkeiten von Individuen und das damit einhergehende Humankapital bereits ausführlich 

betrachtet und analysiert (e.g. Beckman et al. 2007, Colombo and Grilli 2005). Darauf 

aufbauend werden in dieser Arbeit schwerpunktmäßig die sozialen Aspekte und Dynamiken 

von Individuen in Teams berücksichtigt. Die Betrachtung von sozialen Interaktionen im 

Kontext von Gründungsaktivitäten hat sich während der Vorbereitung und Einarbeitung in 

das Thema als interessantes Forschungsfeld herausgestellt und bietet Raum für 

weiterführende Analysen und die Beantwortung noch offener Fragestellungen. 

Das einführende Literatur-Review „How the ETMT setup influences firm performance 

and the ability to raise capital“ skizziert eine aktuelle Übersicht zum Stand der Startup-TMT-

Forschung unter Betrachtung der letzten 20 Jahre. Ein Sample bestehend aus 28 empirischen 

Studien belegt zunächst eine wachsende Anzahl veröffentlichter Forschungsliteratur zum 

Thema Startup-TMT-Forschung, insbesondere in den vergangenen 5 Jahren. Die 

zugrundeliegenden theoretischen Konzepte beziehen sich in der Regel auf die Humankapital-

Theorie, die Sozialkapital-Theorie und die Upper-Echelon-Theorie. Innerhalb der Sample-

Studien basierte die Hypothesenentwicklung primär auf der Weiterentwicklung von 

Ergebnissen der generellen TMT-Forschung (ohne spezifischen Fokus auf Startups) und der 

Analyse von Arbeitsteams im Startup-Kontext. 

Das Literatur-Review konzentriert sich auf die Einflüsse von Managementfaktoren auf 

der Ebene des gesamten Teams und deren Wirkung auf das Wachstum eines Startups und die 

Fähigkeit notwendiges Kapital zu beschaffen. Die vorgenannten abhängigen Variablen bieten 

eine vergleichsweise höhere Aussagekraft im Startup-Kontext – reine Profitabilitäts-

Kennzahlen sind dagegen in der Gründungsphase zunächst üblicherweise negativ. Aufgrund 
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der Vielfalt an unterschiedlichen Team-Charakteristika wurden diese in fünf Klassen 

strukturiert: Demographie, Führung, Fluktuation, Dynamik und Erfahrung. 

Demographische Faktoren wie beispielsweise Teamgröße, Ausbildung der Gründer, 

umfangreiche Arbeitserfahrung, Gründungserfahrung und Industrieerfahrung, sowie 

Heterogenität und die Reichweite des kumulierten TMT-Netzwerks haben in der Regel, mit 

kleinen Abweichungen, positive Effekte auf Umsatzwachstum und Kapitalbeschaffung. 

Hinsichtlich der Team-Dynamik verbessern Teams mit starkem Zusammenhalt und mit 

primär kognitiven Konflikten das Umsatzwachstum, während Teams mit ausgeprägten 

affektiven Konflikten gegenteilige Auswirkungen haben. Weiterhin signalisiert die 

Substitution von Gründern durch neue Team-Mitglieder gegenüber Investoren die 

Professionalisierung von Startup-TMTs, entsprechend steigt die Wahrscheinlichkeit zum 

Erhalt von Kapitalspritzen. Allerdings bringen Personalabwanderungen vom Startup-TMT im 

Generellen gegenteilige Effekte mit sich. Daneben ist die isolierte Interpretation von 

Führungsstilen nicht sinnvoll möglich. In Kombination mit Umweltdynamik oder Team-

Heterogenität zeigen sich jedoch klare Interaktionseffekte. 

Die Ergebnisse des Literatur-Review offenbaren interessante Perspektiven für 

weitergehende Forschungsfragen, die als Themenbasis für die folgenden Kapitel dieser 

Dissertationsschrift dienen. Identifizierte Forschungslücken sind beispielsweise die Analyse 

der finanziellen Hintergründe von Team-Mitgliedern, die Verteilung von Macht innerhalb von 

TMTs, individuelle Motivationen zur Begleitung von Gründungsvorhabens, Auswirkungen 

mächtiger externer Anspruchsgruppen, Einflüsse teaminterner enger sozialer Bindungen oder 

der Prozess der Kapitalbeschaffung in Gründungsphasen. Darüber hinaus finden insbesondere 

die Team-Stabilität im Zeitverlauf und die Einflüsse von früheren Beziehungen zwischen 

einzelnen Startup-TMT-Mitgliedern vor dem Gründungszeitpunkt bisher nur eingeschränkte 

Erwähnung in der Literatur. 
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Davon abgeleitet diskutiert das Kapitel „ETMT acquaintance – A theoretical 

investigation of team sustainability and new venture performance“ auf einer theoretischen 

Basis wie diverse Ausprägungen von bereits vor der Gründung existenten Beziehungen 

innerhalb des Startup-TMTs die Unternehmensperformance und die Team-Stabilität 

beeinflussen. Es wird davon ausgegangen, dass derartige Beziehungen das Team mit 

Sozialkapital und spezifischem Wissen gegenüber anderen Mitgliedern versorgen. Die Folge 

ist ein Wissens- und Erfahrungsvorsprung innerhalb des Teams, der in Abhängigkeit des 

Kontexts diverse Effizienz- und Kommunikationsvorteile mit sich bringen kann. Zu beachten 

ist jedoch, dass ebenso negative Einflüsse wie exzessives Gruppendenken oder 

eingeschränkte Kritikfähigkeit mit der Existenz von früheren Beziehungen einher gehen 

können. Die Herleitung der Propositionen basiert auf der Theorie von sozialen 

Austauschbeziehungen. Dabei wird angenommen, dass zwischen Individuen innerhalb 

bilateraler Beziehungen gegenseitige Erwartungshaltungen bestehen. Anhaltendes 

wechselseitiges Austauschverhalten von sowohl emotionalen als auch greifbaren Gütern, 

sowie deren Pflege und Aufrechterhaltung sind eine essentielle Voraussetzungen für Team-

Effektivität und schlussendlich Unternehmensperformance. Darüber hinaus sind derartige 

Austauschbeziehungen und die daraus resultierende Performance Wirkungsvariablen für die 

Stabilität eines Startup-TMTs. Sieben Propositionen wurden entwickelt in denen davon 

ausgegangen wird, dass sich frühere freundschaftliche Beziehungen positiv auf die Team-

Stabilität auswirken. Teams mit früheren professionellen Beziehungen verbessern dagegen die 

Startup-Performance und fällen sorgfältiger bedachte Entscheidungen hinsichtlich der 

Fluktuation von Team-Mitgliedern. 

Diese theoretischen Überlegungen werden im Kapitel „Prior relationships as 

antecedents for team stability in ETMTs during the start-up phase“ weiterverfolgt und 

mithilfe eines empirischen Modells überprüft. Wiederum basierend auf der Theorie von 

sozialen Austauschbeziehungen beantwortet diese Studie die Frage, wie frühere Beziehungen 
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innerhalb des TMTs die Team-Stabilität beeinflussen und welche Auswirkung die 

Unternehmensperformance als Moderator auf diesen Zusammenhang hat. Ein Sample von 

335 deutschen Startups wurde mit einer logistischen Regression analysiert. Die Ergebnisse 

zeigen, dass die Existenz von früheren freundschaftlichen Beziehungen, früheren 

professionellen Beziehungen und der Kombination aus beiden einen positiven Einfluss auf die 

TMT-Stabilität hat, verglichen zur Nichtexistenz derartiger Beziehungen im TMT. In 

Kombination mit niedriger Unternehmensperformance tragen frühere professionelle 

Beziehungen besonders positiv zur TMT-Stabilität bei, während gleichsam freundschaftliche 

und professionelle Beziehungen insbesondere im Fall von hoher Unternehmensperformance 

zur Stabilität beitragen. Aufgrund einer offensichtlich effektiven Team-Zusammensetzung 

trägt hohe Unternehmensperformance in einer isolierten Betrachtung getreu dem Motto 

„never change a running system“ ebenfalls positiv zur TMT-Stabilität bei. 

Diese Dissertationsschrift schließt mit einer generellen Überprüfung der Relevanz der 

Startup-TMT-Forschungsrichtung mit dem Kapitel „The relevance of ETMT research“ ab. 

Die Analyse versucht eine Rechtfertigung für die Existenz einer von der TMT-Forschung 

losgelösten eigenen Startup-TMT-Forschung zu finden. Die Ergebnisse zeigen einen limitiert 

aber dennoch signifikant stärkeren Einfluss von Startup-TMTs auf die 

Unternehmensperformance gegenüber TMTs in reiferen Entwicklungsphasen. Dazu 

unterscheiden sich die Relevanz und der Einfluss bestimmter Charakteristika des 

Managements in Abhängigkeit der Entwicklungsphasen der betrachteten Unternehmen. Für 

Startup-TMTs in frühen Phasen sind im Vergleich insbesondere Industrie- und 

Gründungserfahrung von großer Bedeutung, sowie die Fähigkeit interne und externe soziale 

Bindungen und Netzwerke aufzubauen. 
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Introduction 

The endeavor of writing this dissertation contributes to the research field of top management 

teams  (TMTs)  in  an  entrepreneurial  context  and  how  such  teams  possess  the  ability  to  

influence  critical  venture  outcomes.  As  the  investigation  of  the  entrepreneurial  top  

management team (ETMT) received growing interest in recent years, the following study 

contributes to answering open research questions with focus on social exchange. Prior studies 

already  showed  that  it  is  not  just  the  individual  skills,  experiences,  and  education  of  team  

members that sum up to a repository of resources a young firm can resort to, but it is also the 

intangible resources stemming from networks, social contacts, and personal ties among the 

team and towards external resources (e.g. Hsu 2007, Siqueira 2007, Davidsson and Honig 

2003). Such social capital (SC) enhances the utilization of human capital (HC) and both 

extend from a management-team perspective the asset resources of a firm, such as financial 

capital, skilled employees, patents, process knowledge, information, machines, buildings, and 

raw materials. 

Scope and underlying theoretical perspectives 

The scope of this study is on characteristics of ETMTs and major firm outcomes relevant for 

the survival and success of a new venture, namely growth, fundraising, and team stability. 

Thereby, firm growth represents the ability of a new venture to establish itself in the market, 

to prove the underlying business concept, and to overcome start-up handicaps stemming from 

the liability of newness (Stinchcombe 1965). The primary purpose of an economically 

orientated firm is about creating value (Rappaport 1986). Sales growth thereby is an essential 

prerequisite  as,  first  of  all,  besides  cost  reduction  it  is  one  important  lever  to  increase  
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profitability and thereby firm value, and secondly, equity investors and creditors will grant 

funds only in case of being confident to receive a certain value add return after a certain 

period. Instead, profitability is not expected to represent reasonable information about a new 

venture’s health, as such figures are usually negative during the start-up phase. The ability to 

raise capital allows new ventures to pursue growth paths and strategies necessary to 

implement their business concept (e.g. Delarue et al. 2008). Without a certain financial 

leeway a firm’s flexibility is delimited, a critical mass cannot be obtained, and start-up costs 

can become a knock-out criterion. 

Apart of financial indicators the ETMT itself can be subject to team turnover during 

the  start-up  phase  when  the  initial  team  configuration  does  not  match  the  actualized  

requirements  under  operative  conditions.  Such  disruptions  are  to  be  prevented  from  a  firm  

especially during the highly sensitive start-up phase of a new venture. Within these analyses 

context-specific characteristics of entrepreneurial research are taken into account and 

distinguished from more prevalent general TMT research. 

The selection of managerial characteristics investigated in this dissertation draws on 

the main research streams of HC theory, SC theory, upper echelon theory (UET), and social 

exchange theory (SET). The theory of HC received growing interest in the past by explaining 

the increase in economic value by the utilization of skills, abilities, knowledge, education, and 

experiences of individual employees (Becker 1964). SC theory extends the definition of 

resources and concentrates on internal and external social bonds (e.g. Hsu 2007, Adler and 

Kwon 2002). It refers to the access to external resources and information via social ties and to 

internal cohesive bonds within dyadic relationships. The upper echelon perspective by 

Hambrick and Mason (1984) explains differences in firm performance and decision-making 

by the interpretation of information based on different values and a cognitive base of 

individuals among the TMT. 
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Finally, SET explains the underlying mechanisms of stable dyadic relationships 

between two individuals by establishing reciprocity via processes of resource exchange (Blau 

2002). While the combination of HC and SC aspects among recent entrepreneurial studies is 

common, the application of SET in an entrepreneurial context and the explanation of cohesion 

and frictions among an ETMT offer new insights into the ETMT research stream. 

This study covers individual capabilities of ETMT members, extended access to 

external resources via social ties, and the team-internal social dynamics and social exchange 

processes of underlying resources. In so doing, the dissertation bridges recent management 

insights with social psychology aspects in an entrepreneurial context. It strives to go beyond 

the individual level and explains the impact of management not stemming from isolated team 

member capabilities alone. Instead a holistic team-level perspective is taken and it is shown 

that relevant new venture outcomes are especially influenced by the utilization and exchange 

of resources among team members within social processes. 

Core questions and major contributions 

The overall question this dissertation contributes to is about how an initial ETMT setup has to 

be designed to enhance the above stated venture outcomes under certain conditions in order to 

increase the probability of a successful entrepreneurial founding endeavor. As the complexity 

of this question exceeds the outline and scope of this study, the focus is on answering the 

following more precise sub questions: 

 

· What is the current research status in the ETMT stream, what are the common 

findings, and which contradictory findings were revealed and why? 

· What questions ask for more clarification and which open research gaps have not been 

approached so far? 
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· Which influences do have existing relationships among the ETMT prior to the venture 

foundation on growth and team stability from a theoretical perspective? How do social 

exchange relationships and the knowledge about each other in the team leverage these 

measures? 

· Do these relationships and propositions still hold from an empirical perspective? 

· How are the results of this dissertation to be classified and integrated into the research 

stream? Is the separation of TMT and ETMT research relevant and necessary at all? 

 

From  an  academic  perspective  the  contribution  of  this  dissertation,  is  firstly,  the  

creation  of  transparency  within  current  ETMT  and  TMT  research  streams.  By  giving  an  

overview of the current state of research, it is especially the open gaps and further research 

suggestions which give advice on shortcomings and neglected areas in the field. A summary 

of empirical results and applied underlying theoretical concepts draws a profound map of the 

status quo in the ETMT research stream. Second, the application of SET in an ETMT context 

offers new and not yet investigated insights into the range of social and mostly intangible 

forces among groups of people in entrepreneurial management positions. This dissertation 

extends current research by accounting for social “heritages” from prior relationships among 

the team and by applying sociology theory into a new context. It grasps ETMT research as a 

multilevel  phenomenon  and  strives  to  go  beyond  a  simplification  on  demographic  

characteristics. Instead, it is the historic antecedents of ETMTs, the development of specific 

intangible resources stemming from social experience with each other, and the social 

dynamics among them in an entrepreneurial situation, this dissertation aims on. New theory is 

developed and confirmed by collecting data, building models, and testing these models 

empirically. Third, the pool of influential factors on new venture outcomes is extended and 

leads to the creation of more precise and exhaustive models with more explanatory power. It 

is again the intangible and not obvious underlying social processes to which this dissertation 
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contributes by increasing transparency regarding their influence and effectiveness. Fourth, 

this dissertation values the ETMT research stream as highly relevant and justifies the 

separation from common TMT research by analyzing their differences. This elevated and 

holistic perspective on ETMT research is taken in order to stress the relevance of taking 

development stages of new ventures into account when interpreting and analyzing results. 

From a practitioner’s perspective, the relevance of this dissertation applies to founders, 

ETMTs, and investors jointly.  First,  founders are interested in how they should assemble an 

appropriate ETMT to increase the probability of beneficial venture outcomes and how certain 

environmental conditions influence this decision. It is not only the selection of individuals but 

especially the sound combination and match of certain skills, experiences, and characteristics 

which matter. Second, the risks of entrepreneurial endeavors which can be attributed to the 

management team are valuable information when founding new ventures. This dissertations 

aims on sensitizing decision makers on how ETMTs can become a favorable lever for 

performance and growth and how it can become a serious risk factor threatening the team’s 

integrity and leading to inefficient governance processes and disruption. Knowledge about the 

fit between the potential/risk profile of specific team configurations and the environmental 

conditions and requirements can help to secure a new venture’s survival. Third, changing 

environments, competition, and corporate challenges ask for steady adaptation mechanisms 

within  the  firm,  which  also  applies  to  the  ETMT.  This  dissertation  offers  insights  on  when  

changes in the management team can be necessary and how an aspired team shall be 

configured for being able to cope efficiently with new requirements. Fourth, the results can 

give investors and shareholders a basis for ETMT evaluations. As new ventures are highly 

dependent on their management team, investors are suggested to rely an investment decision 

on a profound ETMT analysis. This dissertation extends such evaluation patterns by adding 

further social measures. Fifth, decision makers in general are sensitized to intangible factors 

among ETMT decisions. The effect of such factors compared to more obvious demographic 
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factors determines their relative importance and suggests including them in further 

considerations. 

Structure and organization 

In the attempt to give answers to the above stated questions the dissertation is structured as 

follows: Within four chapters an overview of the ETMT research findings of the past 20 years 

is given, a theory is developed of how existing relationships within the ETMT prior to the 

new venture foundation can influence performance and team stability, the validity of such 

propositions among a sample of 335 German new ventures is selectively tested, and the 

relevance of a separated ETMT research stream is confirmed. The first three main chapters 

are written as discrete papers for publishing purposes. 

The literature review analyzes and aggregates empirical findings of ETMT studies 

among the last 20 years with focus on the influence of team-based management factors on 

new venture growth and the ability to raise capital. Thereby a framework of five different 

dimensions of ETMT characteristics is  developed. These clusters are namely demographics,  

experiences, dynamics, leadership, and turnover. Summary tables with all integrated findings 

give an overview of common findings among the literature and contradictory results. 

The next chapter serves a certain research gap revealed within the review. By applying 

SET into the ETMT context, a theory is developed of how acquaintances and dyadic 

relationships among members of the team prior to the new venture foundation influence a new 

venture’s performance and team stability. It is analyzed how the introduced knowledge about 

each other, expectations regarding each others’ behavior, and the maintenance of reciprocity 

within relationships affect team effectiveness and ultimately new venture performance and 

team turnover. 

In the following chapter the developed theory is tested via quantitative models by 

focusing on the relationships between prior shared relationships among the ETMT members 
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and team stability. Within a sample of 335 German new ventures it is investigated how prior 

relationships leverage team stability as a necessary prerequisite for efficient team work and 

how new venture performance moderates this relationship. 

Finally, the relevance and necessity of a separated ETMT research stream and the 

impact-difference of management characteristics between ETMTs in early development 

stages and TMTs in more mature stages is tested. The dissertation closes with an overall 

conclusion. 
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How the ETMT setup influences firm 

performance and the ability to raise capital 

Abstract 

This paper reviews research findings on ETMTs within the last 20 years. It concentrates on 

team-based management factors and their influence on a new venture’s growth and ability to 

raise capital. This paper integrates recent findings and gives an overview of the current state 

of research. Moreover,  it  contributes to the overall  topic by proposing five clusters of major 

team-specific influences, derives determinants of success and failure, and reveals 

recommendations for further research. 

 

Keywords: entrepreneurial top management teams, team composition, team demographics, 

team dynamics, team turnover, team experience, team leadership, literature review, 

performance, venture capital, IPO. 
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Introduction 

Every second newly founded firm in the European Union does not survive its first five years 

(Schrör 2007). As proposed by Shrader and Siegel (2007) and Hambrick and Mason (1984), 

this disappointing result may be determined by the founders’ and top managers’ key attributes 

and characteristics, which both reflect values and cognitive foundations on which the new 

venture is built. As Finkelstein et al. (2009) write, “The small group of people at the top of an 

organization can dramatically affect organizational outcomes. Executives make big and small 

decisions. They shape the framework by which their organizations hire, mobilize, and inspire 

others to make decisions. They represent their organizations in dealings with external 

constituencies.” (p. 3) While this may be true for big organizations, it may be even more true 

for smaller and newly founded firms where powerful actors may find it easier to imprint their 

values and knowledge on all aspects of the emerging organization (e.g. Ensley et al. 2006a). 

This paper reviews empirical research outcomes and focuses on characteristics of 

ETMTs and their relationship to firm growth and the ability to raise capital. Within observed 

TMT research literature, several terms and definitions of a firm’s TMT were introduced. 

Besides management team terms in general, such as TMT (e.g. Chaganti et al. 2008), upper 

echelon (e.g. Hambrick and Mason 1984), or dominant coalition (e.g. Hambrick and Mason 

1984), entrepreneurship studies also use terms such as new venture TMT (e.g. Ensley et al. 

2002), new venture team (e.g. Busenitz et al. 2005), entrepreneurial team (e.g. Vissa and 

Chacar 2009), founding team (FT) (e.g. Chaganti et al. 2008), start-up team (e.g. Franke et al. 

2008), and early TMT (e.g. Beckman et al. 2007). Differences in the definition range from the 

organizational levels included (e.g. executives, vice presidents, business unit heads), the 

necessity of an equity stake in the firm, active involvement in the strategic decision-making 

process, to the requirement of being a FT member of the firm. 
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We define the term TMT for management teams in leading positions of an already 

operating firm and with high involvement in the strategic decision-making process. The term 

FT instead is used for the group of people in the founding phase who decide to found a firm, 

develop the business model, purpose and plan, agree on the strategy, establish the funding of 

the firm, and provide the primary necessary capabilities to start the business. Here, differences 

arise in terms of intrinsic motivation, entrepreneurial vision, provided capabilities (Kor 2003), 

tacit knowledge about a venture’s original purpose (Patzelt et al. 2008), stakes in the 

company, or team diversity and its impact on the process of founding versus the process of 

management. As a new term, we introduce ETMTs. Such teams are similar to TMTs, except 

for the additional constraint to serve in newly founded entrepreneurial firms and therefore 

lead to a more accurate definition of the teams considered in this paper. Due to the young age 

of entrepreneurial firms, a strong presence of founders in the ETMT is likely, but not 

necessarily required. Figure 1 gives an overview of the development path of teams in growing 

ventures used in this paper. Due to a sound and careful selection of relevant sample papers, 

although a clear distinction is still necessary, the terms FT and TMT used in the papers can be 

expected to stand for the ETMT definition described above. 

 

Figure 1 – Management team development process 

 
 

The assembly process of such teams is commonly based on individuals searching 

within personal social networks for partners to make an initial business idea happen and to 

supply a new venture with necessary resources (Kamm and Nurick 1993, Aldrich and Kim 
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2007). Several studies revealed results indicating a higher success rate of team-founded 

ventures in contrast to individually founded ones (e.g. Cooper and Bruno 1977, Weinzimmer 

1997). Drawing on HC and SC theory, teams can be assumed to have great influence on a 

firm’s development and thus can be seen as a crucial success factor and determinant of a new 

venture’s performance. The advantages of entrepreneurial teams stem from the diversity and 

complementarity of skills, knowledge, characteristics, and experiences (Chowdhury 2005). As 

entrepreneurial teams are responsible for many new venture foundings and the lonely heroic 

entrepreneur doing everything by him- or herself is more a myth than a real popular assembly 

(e.g. Cooney 2005), this review addresses the more common approach of team-based new 

venture management processes (Kamm et al. 1990, Gerber 1995) and aims at answering the 

question which ETMT characteristics and capabilities have proven to significantly influence 

corporate growth, VC funding, and initial public offerings (IPOs) of new ventures. Providing 

an answer to this research question is helpful since the most recent review article with a 

comparable focus dates back to 1990 (Kamm et al. 1990) and an updated synthesis of ETMT 

research is appropriate due to the important role of entrepreneurial activities in modern 

economies and has been called for by academics such as Chaganti et al. (2008).  

There are three benefits of such an endeavor. First, for scholars and the scientific 

community this review offers an overview of the current state of research. It uncovers not yet 

discussed issues within the entrepreneurial and TMT literature stream where more profound 

research is necessary and reveals contradictions and open questions in past research where 

clarification is yet required. The integrated results are expected to give an overview of success 

and risk factors determining a new venture’s outcomes. Second, it should provide an 

integration of academic results on which founders and entrepreneurs can base their team 

composition decisions (e.g. Kamm and Nurick 1993) and set up a team structure which 

matches the venture’s external requirements and strategic aims. Third, VCs can make use of 

discovered relationships and include research results into their own rating and validation 



How the ETMT setup influences firm performance and the ability to raise capital 
 

 

Page 28 of 178 

scheme of new ventures and their ETMTs. Furthermore, angel investors and those responsible 

for selecting and composing new venture teams can derive guidelines on how to set up 

effective ETMTs for certain start-up ventures. 

Our review started by introducing specific terminology and team definitions primarily 

used in ETMT research and continuous with an explanation of HC and SC theories and 

organizational outcomes in an entrepreneurial context. We then describe the sampling and 

coding process of the reviewed sample comprising of 28 papers. The findings of our review 

procedure are discussed and integrated by distinguishing five clusters categorizing the 

independent variables. Significant relationships are then integrated in summary tables 

showing relevant identified ETMT factors influencing a new venture’s growth and funding. A 

discussion  of  the  results,  a  collection  of  influencing  success  and  risk  factors  of  ETMTs  

derived from the discussion, and a recommendation for future research avenues conclude this 

paper. 

Subject matter and underlying theories 

This section covers the reasoning to include and exclude certain dependent variables to this 

review and digs deeper into the main theories applied by the underlying sample papers. 

Growth and fundraising 

This review focuses on two major firm outcomes as indicators of entrepreneurial success – a 

new  venture’s  performance  in  terms  of  growth  and  the  ability  to  raise  capital  via  external  

funding or IPOs to facilitate a firm’s growth path and to achieve strategic goals (e.g. Delarue 

et al. 2008). As the profitability of especially young firms in the start-up phase has only 

limited informative value, such measures were not included1. Neglecting motivations such as 

self-fulfillment and an existential necessity as well as diverse non-financial and operating 

indicators for a firm’s success such as the creation of jobs, gain of market shares, 
                                                        
1 We’d like to express our gratitude to two anonymous reviewers who supported us in 
sharpening the focus of this paper. 
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environmental protection, or foreign development aid, we focus on the economic yields of 

entrepreneurial founding and are interested in analyzing how diverse factors influence such 

success indicators. 

As different performance measures can reveal different findings, scholars often use 

several measures to account for different dimensions (e.g. Sapienza and Grimm 1997, 

Amason et al. 2006). Sales growth is clearly the most consistently applied new venture 

performance indicator in prior research. This is a critical factor and primary objective of new 

ventures in the stage of commercialization and growth. It indicates the utilization of 

economies of scale, the ability to resist environmental disruptions, and the increase in power 

(e.g. Vissa and Chacar 2009, Eisenhardt and Schoonhoven 1990, Ensley et al. 2002). Besides 

sales growth, employee growth and asset growth are frequently used in research studies (e.g. 

Chaganti et al. 2008, Colombo and Grilli 2005, Patzelt et al. 2008). Beckman et al. (2007) add 

another two indicators of entrepreneurial success: the ability to attract external funding and 

the ability to successfully complete an IPO. As new ventures often need to obtain financing 

from  outside  investors  due  to  internal  financial  limitations,  VC  and  private  equity  (PE)  

funding and going public are the most common and most important milestones and sources 

for entrepreneurial firms to receive external funds (Beckman et al. 2007, Hsu 2007). 

Underlying theories and concepts 

The majority of the published articles in the ETMT research stream draw on a set of recurring 

theories and concepts. Such theories give a theoretical answer to the question why particular 

independent variables are expected to have an influence on dependent variables and thus were 

tested within a research study. For example, UET assumes individual characteristics of the top 

management of a firm to lead to certain interpretations of internal and external situations 

which is the foundation of strategic decision-making processes and ultimately influences firm 

performance (Hambrick and Mason 1984, Carpenter et al. 2004). Instead, the resource-based 

view expects the application of all valuable, rare, difficult-to-imitate, and non-substitutable 
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resources available to a firm to be a source of competitive advantages (Wernerfelt 1984, 

Barney 1991). Signaling theory is primarily used in studies describing the interaction between 

ETMTs and investors, as it explains how to overcome asymmetric information by conveying 

credible signals and information from one party to another (Spence 1973, Connelly et al. 

2011). However, the primarily applied concepts to models and studies in ETMT research are 

the theories of HC and SC. They will be outlined in more detail below. 

The theory of HC perceives labor as heterogeneous and explains differences in an 

individual’s productivity and wages through the disparity of HC such as capabilities, skills, 

knowledge, competences, and abilities (Shrader and Siegel 2007, Becker 1964). Such HC is 

gained via training, work experience, education, and accumulated skills and knowledge 

(Becker 1964). Enhanced productivity, certain managerial characteristics, and experience of a 

TMT can lead to competitive advantages, increased firm performance, and to the ability to 

make more informed strategic decisions (Shrader and Siegel 2007, Gimeno et al. 1997). 

Colombo and Grilli (2005) for example assume a close relationship between the knowledge 

and skills of founders and the distinctive capabilities of a new venture. Training and wages for 

experienced and skilled managers can be seen as a firm’s investment in HC, expecting to 

benefit from higher productivity and added economic value (Becker 1964). From the 

perspective of the employee, wages are the returns from prior investments into one’s own HC 

(Shrader and Siegel 2007). 

Especially entrepreneurial firms are determined by the quality of their FT, TMT, and 

employees. Individual capabilities of HC are widely proxied by education, academic degrees, 

prior work or industry experience, received training, and in the context of TMTs by team 

heterogeneity and size, as the number of team members correlates with experience (e.g. Hsu 

2007, Eisenhardt and Schoonhoven 1990, Baum and Silverman 2004). Becker (1964) 

distinguished between general (acquired via general professional experience and education; 

similar productivity effect for all firms) and special HC (acquired via industry or firm-specific 
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experience; only specifically applicable to a firm). Besides the traditional capability effect of 

HC, the financial abilities of an individual known as wealth effect matter especially in an 

entrepreneurial context (Shrader and Siegel 2007). “Firms that are established by wealthier 

individuals are less affected by financial constraints as greater personal capital is available to 

finance firms’ operations” (Colombo and Grilli 2005, p. 796). Moreover, investment of 

personal wealth signals strong commitment and credibility to potential VC investors. 

However, HC theory is not without criticism among the scientific community. Some 

researchers state that the earned wage is not only determined by an individual’s HC, but can 

also be influenced by personal character, socialization within the firm, relations to insiders 

(e.g. friends, family), gender, or discrimination (e.g. Sweetland 1996). Others such as Block 

(1990) complain about the phrase “capital” and prefer to define human capabilities as a 

commodity and independent social force. 

Where  HC  emphasizes  on  what  one  knows  and  what  one  experienced,  following  

Coleman (1988), Putnam et al. (1994), and Burt (1995), SC instead is about who one knows 

and  which  social  ties  one  can  resort  to.  SC  available  to  a  firm  refers  to  benefits  from  its  

members’ collective networks, social relations, and underlying social structures (Hsu 2007, 

Adler and Kwon 2002, Witt 2004, West 2007), which can e.g. stem from prior involvement in 

an entrepreneurial community (Adler and Kwon 2002, Hsu 2007), professional experience, or 

friendships. SC is a result of dynamic interaction and is created and developed by the ETMT 

members’ social activities (Sahaym 2005). Such SC consists of trust, sympathy, and 

forgiveness  offered  by  social  ties  to  individuals.  These  resources  and  capabilities  are  

embedded within social systems and create a collective cognition (Sahaym 2005, West 2007). 

It is seen as a valuable intangible asset as it provides access to broader and more qualified 

information and resources, a person’s goodwill, and can facilitate individuals’ or firms’ action 

and goal achievement, and increase influence and power (Adler and Kwon 2002). Potential 

disadvantages are considerable investments in SC with unpredictable outcomes, possible 
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fragmentation, and separation of teams with high solidarity and sympathy from the broader 

whole, or negative effects of power which lead to dependencies of the focal actor (Adler and 

Kwon 2002). 

“Strong social ties based on personal relationships often play important economic and 

social roles during new venture creation” (Sahaym 2005, p. 2). External ties to individuals or 

organizations, also known as “bridging”, can be gathered and enhanced by a solid career 

history or industry experience. Internal ties to colleagues or team members, also known as 

“bonding”, facilitate cooperative relationships and team cohesion and reduce conflict 

(Beckman et al. 2007, Adler and Kwon 2002). Both bridging and bonding are important 

requirements for entrepreneurs to attract VCs and improve a new venture’s performance by 

leveraging social ties (Vissa and Chacar 2009, Beckman et al. 2007, Witt 2004). SC is not to 

be seen as a static fabric, but much more as a highly dynamic network with changing ties and 

nodes (Hsu 2007). Adler and Kwon (2002) describe three influencing factors facilitating the 

development of SC: opportunities offered by external and internal ties which allow leveraging 

resources and acting together; intrinsic motivation engendered through deeply internalized 

norms  and  socialization  to  define  collective  goals  and  enact  together  as  a  team;  and  the  

abilities of individuals which can enrich or support other actors’ target achievement. Typical 

proxies can be the span and range of an individual’s social network, internal team cohesion, 

the  ability  of  an  ETMT  to  self-recruit  its  employees,  or  the  ability  to  raise  VC  funds  via  

personal social ties. 

SC theory suffers from much criticism for being poorly defined and conceptualized 

due to its frequent application in diverse research fields. This problem stems from its multi-

dimensional characteristic and authors such as Liu and Besser (2003) and Woolcock and 

Narayan (2000) tried to integrate these dimensions into a structure. 

The introduced theories are commonly applied when researchers tend to explain 

phenomena within ETMT research. The sample of this literature review, which is identified 
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and coded in the following chapter, resorts to such theories by deriving hypotheses and testing 

them with statistical models. Frequent application of these theories leads to increasing 

evidence of their validity in ETMT research. Thus, especially HC and SC theories 

experienced such intense attention in prior studies and have proven to explain ETMT impact 

comparably good. 

Methodology 

The extracted and synthesized data considered in this review followed a structured process 

from the data collection and evaluation to the analysis and interpretation via a sampling and 

coding procedure. 

Sampling process 

The sampling process was conducted via a multi-stage selection and filter procedure. Primary 

requirements for papers being included in the literature review sample were the matching of 

certain keywords in the title or abstract, publication in high-quality journals, quantitative 

methods and models, empirical content, as well as ensuring substantive and empirical 

relevance for the focus of this paper. Since the included papers are a representative sample in 

the  sense  of  Cooper  (1988),  we  claim  to  aptly  give  a  reasonable  overview  of  research  and  

results between 1989 and 2009. As the databases searched and the journals considered are of 

high quality and of high recognition in the scientific community (e.g. Ruigrok and Tacheva 

2004, Ennen and Richter 2010), the extracted results are expected to be of high conceptual 

and methodological correctness. The comparison and integration of quantitative research 

outcomes are of primary interest. The sampling process was conducted following Newbert 

(2007); details are explained in Appendix A – Sampling process. 

This process revealed a sample of 28 quantitative papers, all highly relevant, suitable, 

and representative for the focus of this literature review. This sample is limited to papers 

dealing with relevant dependent variables (venture growth and funding) and TMTs in an 
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entrepreneurial context. As Figure 2 shows, there was growing interest in entrepreneurial and 

TMT  research  over  the  last  20  years.  Not  surprisingly,  more  than  two  thirds  of  the  sample  

papers were published in journals with a strong focus on management, strategy, and 

venturing. In terms of the dependent variables (often more than one dependent variable per 

paper),  there  is  clear  emphasis  on  sales  growth  (68%  of  the  sample  papers)  and  employee  

growth (29%) figures in the developed models of the sample. VC funding (18%), IPOs (18%), 

and  asset  growth  (4%)  are  examined  less  frequently.  No  papers  in  the  relevant  context  

emerged before 1990, then minor research activities took place until 2004, and from then on, 

there has been growing interest until today. In recent years relevant research activities seem to 

drop and a certain level of saturation seems to have been reached.  

 

Figure 2 – Distribution of sample papers 
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This evidences and supports our thinking that it is the right time for a literature review 

integrating and synthesizing results from twenty years of research, providing the scientific 

community with an overview of findings and yet-to-be explored issues for future research. 

Another 68 papers which deal with the same topic and are worth to mention were identified 

and summarized in Appendix B – Auxiliary sample. These papers contribute to the 

understanding of the research stream but did not survive the sampling procedure. Moreover, 

the articles of Brettel (2002), Franke et al. (2004), Schmelter (2004), and Chlosta and Kissel 

(2011) with comparably high thematically overlap in German language were found during the 

sampling  process  but  likewise  did  not  survive  the  complete  procedure.  Articles  in  other  

languages than English or German have not been included in our sampling process. 

Coding process 

Thorough and careful reading of the papers of the sample was accompanied by aggregating 

the essential information and results in a separated coding template which serves as a coding 

book, as suggested by Randolph (2009), for each paper. The process followed a three-step 

approach for every sample paper which is determined by the focus of this literature review on 

research outcomes and integration: First, a paper summary model was developed containing 

all relevant information regarding macro data (e.g. publishing year, journal, authors), paper 

details and categorization (e.g. hypotheses, major topics, used theories), quantitative model 

and results (e.g. variables, significant relationships, applied methodologies), data collection 

procedure (e.g. data source, sample size), as well as terminology and definitions. Second, a 

coding model was derived focusing on data relevant for integrating and comparing results and 

approaches among the papers of the sample. Third, a structure model was derived to explore 

major categorization options in order to set up a reasonable, sound, and clear structure for the 

literature review to follow. 



How the ETMT setup influences firm performance and the ability to raise capital 
 

 

Page 36 of 178 

Review of the current state of research 

The in-depth analysis of the 28 sample papers is structured into five sections dealing with 

team-specific factors and one last section aggregating the major findings of the sample in 

summary tables. The sections were derived during the coding process from clusters of the 

structure model, each covering a distinct defined set of linked variables, namely, 

demographics, leadership, turnover, dynamics, and experience. Each section is separated into 

sub-sections of different major independent variables and introduces theoretical expectations 

and previous findings of related research fields along with a description of the results in the 

sample. Table 1 gives an overview of all papers in the sample describing all independent, 

dependent, control, and interaction variables.  

Influence of team demographics 

As observable managerial characteristics are easy to collect and their influence on diverse 

firm factors is proven, the high share of papers including these variables in their models is not 

a big surprise. 

The size of the team is  an  impact  factor  not  very  commonly  tested,  in  contrast  to  a  

quite frequent use as a control variable. It is argued, that large teams bring along high levels 

of affective conflict, unclear task definitions in an early firm’s stage, and negative effect on 

social integration and relationship building (Amason and Sapienza 1997, Smith et al. 1994). 

On the other hand, large teams are known for greater access to resources, greater ability to 

process, gather and absorb information, a larger bandwidth of specialization and diversity, 

and the ability to execute more tasks parallel (e.g. Salancik and Pfeffer 1978, Eisenhardt and 

Schoonhoven 1990). Eisenhardt and Schoonhoven (1990) and Cooper et al. (1994) showed 

positive influence of team size on new venture sales and employee growth. Moreover, the 

teams’ cumulative SC and range of networks supports venture investments and leads to a 

higher probability of receiving funds aided by direct and indirect social ties to external 

investors (Shane and Stuart 2002). 
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Average team age is seen as a proxy for experience (e.g. industry, functional), but also 

decreased flexibility, increased resistance to status quo changes, and reduced risk-taking 

(Wiersema and Bantel 1992, Carlsson and Karlsson 1970). Instead, younger teams tend to 

take greater risks, pursue novel approaches, and have a higher affinity to rising markets and 

new technologies (Hambrick and Mason 1984). Results from Chaganti et al. (2008) of 

average team age and ethnic immigrants’ presence on diverse firm growth variables (sales, 

assets, employees) reveals a clear picture: old teams do not only reduce the positive relative 

effect of ethnic immigrants’ presence on growth variables, but they are also associated with 

lower growth rates in general. Regarding minority groups, a positive effect of such in the 

ETMT  on  employee  growth  was  confirmed  by  Cooper  et  al.  (1994).  Same  applies  to  male  

dominated ETMTs. 

Measures for ETMT’s education are often used as proxies for organizational or HC in 

the firm. Education in general is associated with a high probability of venture survival, greater 

growth rates, and venture performance (e.g. Almus and Nerlinger 1999, Cooper et al. 1994, 

Stuart and Abetti 1990). An MBA degree, for example, reflects general managerial training of 

the respective member within the team. 

Colombo and Grilli (2005) tested for the impact of education on employee growth and 

PE financing: “The likelihood of a firm resorting to outside private equity financing is found 

to increase with education attainments of founders […]” (Colombo and Grilli 2005: p. 809), 

measured via managerial and technical education of founders. Moreover, managerial graduate 

education, and to a lesser extent technical graduate education, both have a positive effect on 

employee growth. This is in line with findings from Cooper et al. (1994) who confirmed a 

strong positive relationship between higher education and employee growth. 

Summarizing, there is substantial agreement among the reviewed studies concerning a 

strong relationship between ETMT education and new venture growth. Though Stuart and 

Abetti (1990) show findings with negative influence of ETMT education on a venture growth 
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index. As the underlying sample was “quite well educated with all having at least some 

college, 15 had master’s degrees and 7 had PhDs” (p. 159), an effect of “overeducation” 

might have influenced team efficiency negatively. For example, the existence of a PhD degree 

holder in the team was found by Hsu (2007) to be negatively associated with a VC investor to 

be a direct contact of a team member. “[...] PhD recipients may not have invested in activities 

to enhancing their SC in entrepreneurial […] communities […]” (Hsu 2007: p. 736).  

The number of firm founders who are still members of the ETMT indicates the 

influence and existence of the original business model and historical business premises (Kor 

2003). Due to their knowledge of the initial business concept and its resources and 

capabilities at foundation, founders have the cognitive abilities to allocate limited resources to 

most-promising projects and rising opportunities (Kor and Mahoney 2000, Barringer et al. 

2005). 

In line with this argumentation, Kor (2003) found a clear positive relationship between 

existing founders in the ETMT and a firm’s sales growth. Interactions show that this 

relationship weakens as the level of shared team acquaintance and experience increases, due 

to potentially emerging conflicts stemming from authority-claiming within the team. The 

same effect holds when industry-specific management experience in the team increases. But 

these negative influences are still overcompensated by the strong positive influence of 

founders existing in the team. However, founders tend to delay critical decisions regarding 

corrections of courses in which they have invested substantial resources or are responsible for 

failure (Patzelt et al. 2008). In order to professionalize a firm’s management, external 

investors might force founders to give up leading management positions in the firm and 

replace them with external managers (Hellmann and Puri 2002).  
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Table 1 – Overview of the sample papers 

Title Author Year Independent variables Dependent variables Control variables Interaction variables 
Leveraging ties: the 
contingent value of 
entrepreneurial teams' 
external advice 
networks on Indian 
software venture 
performance 

Vissa, Balagopal; 
Chacar, Aya S. 

2009 · TMT shared strategic cognition and consensus 
· TMT cohesion 
· TMT heterogeneity: functional background 
· TMT network constraint 

· sales growth · number of employees (log) 
· venture age 
· PE/VC funding received 
· TMT funding experience 

· TMT network constraint x TMT shared strategic cognition and consensus 
· TMT network constraint x TMT cohesion 

Ethnic-immigrants in 
founding teams: 
effects on prospector 
strategy and 
performance in new 
internet ventures 

Chaganti, 
RajeswararaoS; 
Watts, Allison 
D.; Chaganti, 
Radha; 
Zimmerman-
Treichel, Monica 

2008 · TMT presence of ethnic immigrants 
· TMT size 
· TMT avg. age 

· sales growth 
· asset growth 
· employee growth 
· prospector strategy (focus 

on R&D and marketing) 

- · TMT presence of ethnic immigrants x TMT size 
· TMT presence of ethnic immigrants x TMT avg. age 

Top management 
teams, business 
models, and 
performance of 
biotechnology 
ventures: an upper 
echelon perspective 

Patzelt, Holger; 
Knyphausen-
Aufsess, Dodo 
zu; Nikol, Petra 

2008 · TMT university graduates 
· founders in TMT 
· TMT biotech industry experience 
· TMT pharma industry experience 
· business model 

· employee growth · number of employees 
· venture age 
 

· TMT university graduates x business model 
· founders in TMT x business model 
· TMT biotech industry experience x business model 
· TMT pharma industry experience x business model 

The influence of top 
management team 
heterogeneity on the 
capital raised through 
an initial public 
offering 

Zimmerman, 
Monica A. 

2008 · TMT heterogeneity: functional background 
· TMT heterogeneity: educational specialization 
· TMT heterogeneity: age 
· TMT heterogeneity: tenure 

· IPO value (capital raused 
at IPO) 

· Year of IPO 
· Hot market 
· Firm age 
· TMT size 
· Equity raised 
· Prior sales 
· Team tenure 
· Underwriter reputation 
· VC backing 
· Entrepreneurial experience 
· Founder experience 

- 

Founding the future: 
path dependence in 
the evolution of top 
management teams 
from founding to IPO 

Beckman, 
Christine M.; 
Burton, M. Diane 

2008 · TMT functional experience 
· TMT functional structure 

· time to receive VC 
· time to IPO 

· firm size 
· medical-related industry 
· innovation strategy 
· marketing strategy 
· number of VC deals 
· number of IPOs in industry 
· cumulative VC 
· Avg. team size 
· Product developed 
· Share of founders on TMT 
· Cumulative TMT entrances 
· Cumulative TMT exits 

· TMT functional experience x TMT functional structure 

Experienced 
entrepreneurial 
founders, 
organizational capital, 
and venture capital 
funding 

Hsu, David H. 2007 · high recruiting via FT network 
· TMT founding experience (log) 
· TMT with MBA degree 
· TMT with PhD degree 
· high prior start-up return 

· VC funding through 
direct personal tie of a FT 
member 

· valuation of start-up 
before VC funding 

· FT size (log) 
· venture age (log) 
· number of employees after VC 

funding (log) 
· angel investor prior to VC funding 
· number of patents (log) 
· multiple financing offers received 
· equity taken out after VC funding (log) 
· strategy: technology-based 
· strategy: product-based 
· strategy: organization-based 
· industry: internet 
· industry: software 
· industry: biotechnology 
· industry: communications 
· year of VC funding 

· industry: internet x TMT with MBA degree 
· industry: internet x TMT with PhD degree 
· industry: internet x high recruiting via FT network 
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Title Author Year Independent variables Dependent variables Control variables Interaction variables 
A contextual 
examination of new 
venture performance: 
entrepreneur 
leadership behavior, 
top management team 
heterogeneity, and 
environmental 
dynamism 

Hmieleski, Keith 
M.; Ensley, 
Michael D. 

2007 · environmental dynamism 
· TMT heterogeneity 
· leadership: directive 
· leadership: empowering 

· index of revenue growth 
and employee growth 

· venture age 
· sales (log) 
· TMT size 
· number of employees (log) 

· environmental dynamism x TMT heterogeneity 
· environmental dynamism x leadership: directive 
· environmental dynamism x leadership: empowering 
· TMT heterogeneity x leadership: directive 
· TMT heterogeneity x leadership: empowering 
· TMT heterogeneity x environmental dynamism x leadership: directive 
· TMT heterogeneity x environmental dynamism x leadership: empowering 

Early teams: The 
impact of team 
demography on VC 
financing and going 
public 

Beckman, 
Christine M.; 
Burton, M. 
Diane; O'Reilly, 
Charles 

2007 · FT heterogeneity: functional background 
· TMT heterogeneity: functional background 
· TMT founding experience 
· TMT management experience 
· FT founding experience 
· FT management experience 
· TMT additions 
· TMT departures 
· FT departures 
· FT work experience: no. prior companies 
· FT work experience: no. overlapping prior companies 
· TMT work experience: no. prior companies 
· TMT work experience: no. overlapping prior companies 

· VC funding 
· going public (IPO) 

· number of employees 
· venture industry 
· PE/VC financing received 
· industry: annual no. of IPOs 
· industry: annual VC funding volume 
· TMT avg. prior positions 
· FT size 
· TMT size 
· TMT mean tenure 
· TMT tenure heterogeneity 

- 

Assessing the 
relationship between 
human capital and 
firm performance: 
evidence from 
technology-based new 
ventures 

Shrader, Rod; 
Siegel, Donald S. 

2007 · strategic breadth 
· strategic aggressiveness 
· strategic international intensity 
· strategy: low cost 
· strategy: differentiation 
· strategy: focus 
· TMT industry experience 
· TMT technical experience 
· TMT marketing experience 
· TMT finance experience 
· TMT international experience 
· TMT founding experience 

· sales growth 
· profitability (average of 

return on investment 
(ROI), return on sales 
(ROS) and return on 
assets (ROA)) 

 

· venture age 
· industry: growth 
· industry: global integration 
· industry: technological intensity 
· industry: competitive intensity 

· strategic breadth x TMT founding experience 
· strategic aggressiveness x TMT industry experience 
· strategic aggressiveness x TMT technical experience 
· strategic international intensity x TMT international experience 
· strategy: low cost x TMT industry experience 
· strategy: differentiation x TMT marketing experience 
· strategy: differentiation x TMT technical experience 

The importance of 
vertical and shared 
leadership within new 
venture top 
management teams: 
Implications for the 
performance of 
startups 

Ensley, Michael 
D.; Hmieleski, 
Keith M.; Pearce, 
Craig L. 

2006 · Vertical directive leadership 
· Vertical transactional leadership 
· Vertical transformational leadership 
· Vertical empowering leadership 
· Shared directive leadership 
· Shared transactional leadership 
· Shared transformational leadership 
· Shared empowering leadership 

· index of revenue growth 
and employee growth 

· Firm age 
· Number of employees 
· TMT size 

- 

Newness and novelty: 
Relating top 
management team 
composition to new 
venture performance 

Amason, Allen 
C.; Shrader, 
Rodney C.; 
Tompson, 
George H. 

2006 · novelty of products and services 
· TMT size 
· TMT heterogeneity: age 
· TMT heterogeneity: educational level 
· TMT heterogeneity: educational specialization 
· TMT heterogeneity: functional background 

· ∆ sales growth vs. avg. 
industry sales growth 

· ∆ profitability vs. avg. 
industry profitability 
(mean of ROS, ROA and 
ROE) 

· market performance 
(growth in price per 
share) 

· venture age 
· number of employees (log) 
· industry-specific technological change 

· TMT size x low novelty of products and services 
· TMT size x high novelty of products and services 
· TMT heterogeneity: age x low novelty of products and services 
· TMT heterogeneity: age x high novelty of products and services 
· TMT heterogeneity: educational specialization x low novelty of products and services 
· TMT heterogeneity: educational specialization x high novelty of products and 

services 
· TMT heterogeneity: educational level x low novelty of products and services 
· TMT heterogeneity: educational level x high novelty of products and services 
· TMT heterogeneity: functional background x low novelty of products and services 
· TMT heterogeneity: functional background x high novelty of products and services 

The moderating effect 
of environmental 
dynamism on the 
relationship between 
entrepreneurial 
leadership behavior 
and new venture 
performance 

Ensley, Michael 
D.; Pearce, Craig 
L.; Hmieleski, 
Keith M. 

2006 · environmental dynamism 
· leadership: transactional 
· leadership: transformational 

· sales growth 
· sales volume 

· venture age 
· venture size (number of employees) 
· TMT size 

· environmental dynamism x leadership: transactional 
· environmental dynamism x leadership: transformational 
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Title Author Year Independent variables Dependent variables Control variables Interaction variables 
Founders' human 
capital and the growth 
of new technology-
based firms: A 
competence-based 
view 

Colombo, 
Massimo G.; 
Grilli, Luca 

2005 · FT avg. years of education 
· FT avg. years of managerial education 
· FT avg. years of technical education 
· FT avg. years of work experience 
· FT avg. years of work experience in venture’s industry 
· FT avg. years of technical work experience in venture’s 

industry 
· FT avg. years of commercial work experience in venture’s 

industry 
· FT avg. years of work experience in other industries 
· TMT management and leadership experience 
· TMT founding experience 

· employee growth (log) · venture age 
· TMT/FT size 
· regional infrastructure development 

index 
· PE/VC financing received 
· TMT motivation mainly for innovative 

technology 
· propensity of PE to invest in venture’s 

industry 
· propensity of PE to invest in venture’s 

geographic area 
· venture industry 

· FT avg. years of technical education x FT avg. years of managerial education 
· FT avg. years of technical work experience in venture’s industry x FT avg. years of 

commercial work experience in venture’s industry 
· FT avg. years of technical education x FT avg. years of technical work experience in 

venture’s industry 
· FT avg. years of technical education x FT avg. years of commercial work experience 

in venture’s industry 
· FT avg. years of managerial education x FT avg. years of technical work experience 

in venture’s industry 
· FT avg. years of managerial education x FT avg. years of commercial work 

experience in venture’s industry 
· TMT management and leadership experience x FT avg. years of technical education 
· TMT management and leadership experience x FT avg. years of managerial education 
· TMT management and leadership experience x FT avg. years of technical work 

experience in venture’s industry 
· TMT management and leadership experience x FT avg. years of commercial work 

experience in venture’s industry 
Management 
accounting systems 
adoption decisions: 
Evidence and 
performance 
implications from 
early-stage/startup 
companies 

Davila, Antonio; 
Foster, George 

2005 · Industry biotechnology 
· Industry information technology 
· Funding received 
· FT member replaced 
· CEO planning beliefs 
· Adoption decisions 

· Employee growth 
· Sales growth 

- - 

A comparative study 
of new venture top 
management team 
composition, 
dynamics and 
performance between 
university-based and 
independent start-ups 

Ensley, Michael 
D.; Hmieleski, 
Keith M. 

2005 · TMT potency 
· TMT cohesion 
· TMT shared strategic cognition and consensus 
· TMT idea conflict 
· TMT relationship conflict 
· TMT heterogeneity 

· sales growth (log) 
· net cash flows (log) 

· venture age 
· number of employees (log) 
· TMT size 

- 

Demographic 
diversity for building 
an effective 
entrepreneurial team: 
is it important? 

Chowdhury, 
Sanjib 

2005 · TMT heterogeneity: age 
· TMT heterogeneity: gender 
· TMT heterogeneity: functional background 
· TMT cohesion: belonging and commitment 
· TMT cognitive comprehensiveness 

· team effectiveness · TMT size - 

Antecedents, 
moderators, and 
performance 
consequences of 
membership change in 
new venture teams 

Chandler, Gaylen 
N.; Honig, 
Benson; 
Wiklund, Johan 

2005 · TMT size 
· environmental dynamism 
· venture stage of development 
· TMT heterogeneity: educational specialization 
· TMT heterogeneity: years of industry experience 
· TMT heterogeneity: gender 
· TMT heterogeneity: religious affiliation 
· TMT heterogeneity: political party 
· TMT heterogeneity: functional background 
· TMT additions 
· TMT departures 

· sales growth 
· profitability 
· turnover: additions 
· turnover: departures 

· industry: service 
· industry: trading 
· industry: manufacturing 
· industry: retail 
· industry: business services 
· venture age 

· venture stage of development x turnover: additions 
· venture stage of development x turnover: departures 
· environmental dynamism x turnover: additions 
· environmental dynamism x turnover: departures 

Signaling in Venture 
Capitalist - New 
Venture Team 
Funding Decisions: 
Does It Indicate Long-
Term Venture 
Outcomes? 

Busenitz, Lowell 
W.; Fiet, James 
O.; Moesel, 
Douglas D. 

2005 · equity held by TMT 
· TMT wealth invested 

· venture’s exit status (out-
of-business, still-private, 
merged or acquired, IPO) 

· year of VC funding 
· volume of VC funding 
· venture age 
· sales 
· TMT firm-specific skills 
· TMT founding experience 
· TMT VC experience 
· TMT industry experience 

- 

Experience-based top 
management team 
competence and 
sustained growth 

Kor, Yasemin Y. 2003 · founders in TMT 
· TMT acquaintance 
· TMT industry experience 

· sales growth · TMT avg. age 
· TMT size 
· TMT tenure heterogeneity 
· venture age 
· total assets 
· years since IPO 

· founders in TMT x TMT acquaintance 
· founders in TMT x TMT industry experience 
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Title Author Year Independent variables Dependent variables Control variables Interaction variables 
Organizational 
endowments and the 
performance of 
university start-ups 

Shane, Scott; 
Stuart, Toby 

2002 · patent stock at founding 
· patent effectiveness 
· right to use exclusive technology license 
· prestige of underlying technology 
· TMT industry experience 
· TMT founding experience 
· industry size at founding 
· TMT direct tie to investor 
· TMT indirect tie to investor 

· IPO 
· Venture exit 
· time to receive VC 

funding 

· IPO rate in industry 
· IPO count in industry 
· Semiconductor industry 
· MIT2 invested in venture 
· Cumulative VC funds raised by 

venture 
· Cumulative SBIR3 funding in venture 
· Cumulative revenues by venture (log) 

- 

Understanding the 
dynamics of new 
venture top 
management teams 
cohesion, conflict, and 
new venture 
performance 

Ensley, Michael 
D.; Pearson, 
Allison W.; 
Amason, Allen 
C. 

2002 · TMT cognitive conflict 
· TMT affective conflict 
· TMT cohesion: belonging and commitment 
· TMT cohesion: morale 

· sales growth 
· profitability 

· venture age 
· number of employees 
· TMT size 

- 

Shared cognition in 
top management 
teams: implications 
for new venture 
performance 

Ensley, Michael 
D.; Pearce, Craig 
L. 

2001 · TMT cognitive conflict 
· TMT affective conflict 
· TMT shared strategic cognition and consensus 
· TMT cohesion: belonging and commitment 
· TMT cohesion: morale 

· sales growth 
· profitability 
· sales volume 

- - 

The effect of 
entrepreneurial team 
skill heterogeneity and 
functional diversity on 
new venture 
performance 

Ensley, Michael 
D.; Carland, 
James W.; 
Carland, JoAnn 
C. 

1998 · TMT heterogeneity: functional background 
· TMT heterogeneity: educational level 
· TMT heterogeneity: educational specialization 

· sales volume 
· sales growth 
· profitability 

· TMT size - 

Cooperative strategy 
and new venture 
performance: the role 
of business strategy 
and management 
experience 

McGee, Jeffrey 
E.; Dowling, 
Michael J.; 
Megginson, 
William L. 

1995 · TMT marketing experience (abs. and rel.) 
· TMT technical experience (abs. and rel.) 
· TMT production experience (abs. and rel.) 
· marketing cooperation  
· technical cooperation 
· production cooperation 
· pursued venture strategy 

· sales growth (log) · venture age 
· total assets 

· marketing cooperation x TMT marketing experience (abs.) 
· marketing cooperation x TMT marketing experience (rel.) 
· technical cooperation x TMT technical experience (abs.) 
· technical cooperation x TMT technical experience (rel.) 
· production cooperation x TMT production experience (abs.) 
· production cooperation x TMT production experience (rel.) 

Using R&D 
cooperative 
arrangements to 
leverage managerial 
experience: a study of 
technology-intensive 
new ventures 

McGee, Jeffrey 
E.; Dowling, 
Michael J. 

1994 · TMT industry experience 
· TMT technical experience 
· technical cooperation 

· sales growth · venture age 
· venture size (total assets) 

· TMT industry experience x technical cooperation 
· TMT technical experience x technical cooperation 

Initial human and 
financial capital as 
predictors of new 
venture performance 

Cooper, Arnold 
C.; Gimeno-
Gascon, F. 
Javier; Woo, 
Carolyn Y. 

1994 · TMT level of education 
· TMT gender 
· TMT members consist of minority group 
· parents of TMT members owned small business 
· TMT members employed at non-profit firm before 

founding 
· TMT management experience 
· use of professional advisors 
· TMT size 
· TMT industry experience 
· initial capital at founding 

· employee growth 
· venture survival 

· industry sector - 

                                                        
2 Massachusetts Institute of Technology 
3 Small Business Investment Research grants 
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Title Author Year Independent variables Dependent variables Control variables Interaction variables 
Organizational 
growth: linking 
founding team, 
strategy, environment, 
and growth among 
U.S. semiconductor 
ventures, 1978-1988 

Eisenhardt, 
Kathleen M.; 
Schoonhoven, 
Claudia Bird 

1990 · TMT size 
· TMT acquaintance 
· TMT heterogeneity: years of industry experience 
· growth market 
· competitive concentration 
· technical innovation 
· TMT strength (combination of size, acquaintance, and 

heterogeneity) 

· sales growth · venture age 
· market size 
· initial capital at founding 
· book to bill ratio (semiconductor 

industry) 

· venture age x TMT heterogeneity: years of industry experience 
· venture age x TMT size 
· venture age x TMT acquaintance 
· TMT strength x growth market 
· venture age x growth market 
· venture age x TMT strength 
· venture age x TMT strength x growth market 

Impact of 
entrepreneurial and 
management 
experience on early 
performance 

Stuart, Robert 
W.; Abetti, Pier 
A. 

1990 · strategy 
· organization 
· stage in product life cycle 
· TMT entrepreneur type 
· TMT founding experience 
· TMT prior management level 
· TMT leadership experience 
· TMT avg. age 
· TMT management experience 
· TMT technical experience 
· TMT marketing experience 
· TMT financial experience 
· TMT education 
· TMT total experience 

· performance (measure of 
sales growth, 
performance growth, 
profitability, and 
productivity) 

- - 
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The cognitive comprehensiveness of  a  team  describes  the  ability  for  complex  and  

innovative decision-making. The impact of cognitive comprehensiveness as a team process 

variable on a firm providing a collective understanding of a venture’s success drivers, 

effective relationships among team members, and efficient interaction processes is of course 

expected to be high (e.g. Chowdhury 2005, Miller et al. 1998). This assumption has already 

found evidence in Simons et al. (1999) with positive effects on sales growth. Chowdhury 

(2005) confirms a positive relationship between a team’s cognitive comprehensiveness and 

team effectiveness which is also expected to influence sales growth positively.  

More than one third of the sample papers deal with team heterogeneity and its 

influence on the firm. As heterogeneity among the team provides a broader perspective, more 

experience, knowledge, skills, abilities, insight in decision-making (Chaganti et al. 2008), and 

leaves room for constructive conflict, benefits for the firm and organizational outcomes can 

be assumed. Moreover, diversity widens the network resources and social ties, facilitates 

environmental scanning, and offers more information sources to draw from (Amason et al. 

2006). This is of special importance, as start-ups have less room for duplication in the 

management’s skill set (Hmieleski and Ensley 2007). Investors and VCs do not only consider 

financial figures and markets but also the quality and composition of the team in their 

evaluation process. In particular, broad functional experience which goes along with 

functional diversity attracts investors and external stakeholders (Beckman et al. 2007).  

On the other hand, heterogeneity can induce increased interpersonal conflict and 

emotions and disrupt group processes resulting from diverging perspectives and experiences 

(Beckman et al. 2007, Amason and Sapienza 1997). While affective conflict has a negative 

influence on group cohesion (Chowdhury 2005), cognitive conflict is seen as a facilitator for a 

comprehensive shared view on the firm (Ensley and Pearce 2001). Summarizing these 

theoretical aspects, it can be said that an interpretation of team heterogeneity always has to 

pay attention to the given context it depends on, the purpose and strategy of the firm, as well 
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as the environmental conditions (e.g. market dynamics, industry) (Hmieleski and Ensley 

2007). 

Heterogeneity in general was tested by Ensley and Hmieleski (2005) and Hmieleski 

and Ensley (2007) via an index of educational level, educational specialization, functional 

expertise, and general managerial skills. Ensley and Hmieleski (2005) found a positive impact 

of general team heterogeneity on sales growth of a national sample of new high-technology 

ventures. Hmieleski and Ensley (2007) instead revealed a negative relationship between team 

heterogeneity and an index of sales and employee growth for both a national random sample 

and an Inc. 500 sample. As the measurement of heterogeneity and the sample of the national 

random sample appear to be the same in both studies, the difference in impact direction might 

be attributed to the dependent variable. As a higher degree of heterogeneity supplies the firm 

with a broader range of covered skills and capabilities, the necessity to grow in terms of 

employees is less necessary and thereby reduces the impact on a compound growth index 

(including  employee  growth)  as  applied  by  Hmieleski  and  Ensley  (2007).  However,  the  

analysis of interaction variables draws a more differentiated picture. The negative effect of 

heterogeneity is even worse when empowering leadership is applied in high dynamic 

environments, while the negative effect declines and is almost neutral when empowering 

leadership is applied in low dynamic environments. As for directive leadership this effect 

turns around. 

Age heterogeneity was investigated by Amason et al. (2006), arguing that team 

members of similar age are more likely to share common experiences (Wiersema and Bantel 

1992). While age heterogeneity and high venture novelty interact negatively on sales growth, 

the combination with low novelty shows a positive relationship.  

Amason et al. (2006) and Ensley et al. (1998) tested on educational level 

heterogeneity, revealing contradictory results on sales growth. A positive influence was found 

by Amason et al. (2006), although this effect is neutralized when educational level 
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heterogeneity interacts with high venture novelty. In contrast, results of Ensley et al. (1998) 

show the opposite effect. Both studies differ in the heterogeneity measurement method and 

the underlying sample. While Amason et al. (2006) based on firms that issued IPOs, Ensley et 

al. (1998) used Inc. 500 (500 fastest-growing private companies) ventures. Future research 

endeavors should thereby control at least for IPOs and above average performance among the 

sample  and  should  apply  different  heterogeneity  measures.  The  effect  on  capital  raised  via  

IPOs was found by Zimmerman (2008) to be positively influenced by functional 

heterogeneity. 

Vissa and Chacar (2009) revealed a positive relationship between functional 

background heterogeneity and sales growth. Instead, Amason et al. (2006) found detrimental 

effects in case of combination with high venture novelty. A further distinction between FTs 

and TMTs is made by Beckman et al. (2007). While there is a positive influence of functional 

background heterogeneity on VC funding for both, the influence on the rate of going public is 

weakly negative for FTs only. Zimmerman (2008) instead found positive effects on the capital 

raised via IPO for TMTs. Thus, functional background heterogeneity revealed a set of 

contradictory findings where further detailing is recommended. Moreover, Eisenhardt and 

Schoonhoven (1990) revealed positive impact of industry experience heterogeneity on sales 

growth. The positive effect grows with the age of the firm. However, further studies are 

suggested to control for dynamic influencing factors such as environmental dynamism or 

venture novelty. 

Influence of team leadership 

In established organizations the structures, rules, and work-processes function as an 

orientation for employees and are already well defined. In entrepreneurial environments such 

orientation is not yet established and mainly provided by founders and top managers, enforced 

by their individual leadership style. Previous studies distinguished leadership dimensions in 

empowering vs. directive or transformational vs. transactional leadership (Pearce et al. 2003). 
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Empowering leadership motivates, encourages, and supports followers to release 

individual strengths, intrinsic motivations, and confidence. As a result, independent behavior, 

participative goal setting, opportunity thinking, and self-leadership lead to team potency and 

self-efficacy (Spreitzer 1996). In an entrepreneurial context such outcomes of leadership can 

help to maintain the necessary motivation and commitment to compete against more 

established and resource-rich firms (Ensley et al. 2003). On the other hand, uncoordinated 

activities not leading to the desired results and incompatibility of initiatives and tasks can 

generate inefficiencies and counterproductive outcomes (Gebert et al. 2003, Hmieleski and 

Ensley 2007). These implications can become especially critical in heterogeneous teams and 

dynamic environments as defined goals, processes and a collective vision are necessary to 

coordinate diverse team members efficiently and fast. Directive leadership in contrast is a 

more appropriate approach to fulfill these requirements. However, recent studies have focused 

primarily on negative impacts, as instructions, commands, and assignment of non-negotiable 

goals and tasks reveal some disruptive effects on a team’s performance (Pearce et al. 2003). 

Because of directive leadership creativity and motivations can be repressed, diverse 

perspectives cannot incubate and develop, different views are not taken into consideration, 

and conflicts can arise from top-down orders (Hmieleski and Ensley 2007). 

Transformational approaches focus on a vision to follow and encourage followers 

toward self-efficacy and idealism. Instead, transactional leaders implement contingent 

material  and  personal  rewards  and  lead  by  rational  stimulation  (e.g.  Pearce  et  al.  2003,  

Rafferty and Griffin 2004). 

As some leadership effects in connection with a team’s heterogeneity were already 

presented above, this section covers leadership types alone and interactions with 

environmental dynamism. Hmieleski and Ensley (2007) and Ensley et al. (2006a) discovered 

significant relationships on a venture growth index and sales growth respectively. Positive 

links were found for directive and transactional and negative links for empowering and 
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transformational leadership. As expected, in combination with high environmental dynamics, 

empowering and transformational leadership styles seem to outperform directive and 

transactional styles in terms of growth. Moreover, Ensley et al. (2006b) distinguish between 

vertical, which is top-down leadership by an individual, and shared leadership, which is 

collaborative leadership in a team. With shared leadership the negative influence of 

transformational and empowering leadership turns positive, while the positive influence of 

directive and transactional leadership is confirmed for vertical and shared leadership. 

Influence of team turnover 

A firm’s TMT is not an everlasting stable construct. Instead it is subject to team turnover 

which implicates tenure heterogeneity (Ucbasaran et al. 2003). The composition and the 

number of members frequently change over time and adapt to new corporate challenges, 

strategic adjustments, and a changing environment (Boeker 1997). Reasons can be new 

requirements in the management’s skills, new strategic orientation, founders switching to the 

supervisory board, low performance of individual members, pressure from capital investors, 

or political reasons.  

Effort for replacement (e.g. recruiting, introduction phases, hiring, low initial 

productivity) of departed managers can become a costly affair (Dess and Shaw 2001). 

Furthermore, tacit and explicit knowledge are valuable resources of the firm and no longer 

contribute to and are utilized in the interest of the firm. In an environment where efforts are 

not valued and targets are not achieved, poor performers are more likely to leave a firm than 

good performers (Chandler et al. 2005, McEvoy and Cascio 1987). Some scholars interpret 

departing managers as a possible signal of internal problems (Beckman et al. 2007). High 

quality managers might depart in order to obtain better opportunities or get rid of an 

economically or socially unsatisfying situation. 

Adding team members can also be accompanied with negative effects on a team’s 

cohesion and integrity. New team members can lead to disruption, as young entrepreneurial 
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groups operate more informally with tacit cohesion and existing experiences of how to work 

together in a team (Chandler et al. 2005). Taking the time for functional integration and 

adaptation, considerable socialization, and a clear collective understanding of roles, tasks, and 

responsibilities are of major importance (Kemery et al. 1985, Heinen and Jacobson 1976). In 

contrast, added members tend to enrich a firm with new information sources, skills, network 

ties, or resources available, and therefore influence a firm’s performance. As teams with 

experience in working together operate more effectively and efficiently, such teams might 

have  an  advantage  under  stable  conditions.  In  contrast,  more  dynamic  and  turbulent  

conditions give a firm the opportunity to learn from new team members and adapt to changes 

and therefore be advantageous (Murray 1989). 

Chandler et al. (2005) distinguished between added and departing team members and 

tested for impacts on sales growth. Positive influence on sales growth was found by the 

interaction of a high stage of a firm’s development and departing team members, as well as by 

high industry dynamism and the addition of new team members. The opposite effect appears 

in  case  of  the  interaction  of  a  high  stage  of  a  firm’s  development  and  the  addition  of  new  

members, as well as high industry dynamics and departing team members. High dynamics ask 

for an increase of HC and SC for being able to cope with environmental challenges. Due to 

the pervasive lifecycle of a firm, a founder’s skill set can become inadequate to rising 

corporate challenges a firm must face as it grows and matures. Thus, new team members with 

superior matching skills need to replace existing team members (Boeker and Wiltbank 2005, 

Rubenson and Gupta 1996). Therefore, Beckman et al. (2007) and Beckman and Burton 

(2008) differentiate between total TMT entrants, total TMT exits, and founder exits and test 

on going public and VC funding. Total TMT entrants and founder exits show a strong positive 

influence  on  going  public,  while  total  TMT  exits  have  positive  effects  and  TMT  entrants  

negative effects on VC funding. Once the founder replacements are accounted for, departures 

from the team have a negative effect on the rate of going public. Instead, Davila and Foster 



How the ETMT setup influences firm performance and the ability to raise capital 
 

 

Page 50 of 178 

(2005) found the replacement of founders to have negative influence on employee growth. 

This might be reasoned by a more efficiency-oriented governance approach of a more 

professional replacement management. 

Influence of team dynamics 

An ETMT’s dynamics are distinguished in a conflict component and a cohesion component. 

Conflict can be separated into cognitive and affective conflict (e.g. Ensley et al. 2002) or idea 

and relationship conflict (e.g. Jehn 1995). Cohesion is determined by indicators such as sense 

of belonging and commitment, morale, shared strategic cognition, and consensus, as well as a 

team’s potency.  

Due to the novelty and not yet established rules and organizational structures of new 

ventures, several perspectives, conflicting ideas, and divergent perceptions arise. Ensley and 

Pearce (2001) describe conflict as  a  process  that  teams  go  through  to  make  decisions,  take  

action, and create cognitive schemata. Especially in entrepreneurial teams conflict is common, 

as tasks are challenging, innovative, and involve high risks for individuals and the team 

(Gartner 1990, Hornaday 1992). Ensley and Pearce (2001) and Ensley and Hmieleski (2005) 

describe cognitive conflict as a group process of thinking about multiple ideas, sharing these 

ideas, and developing them through constructive discussion and argument with a certain level 

of disagreement. Cognitive conflict facilitates the exchange of ideas, the contrasting of 

divergent perspectives, and the objective assessment of alternatives. Thereby it delivers 

creative ideas and solutions (Ensley et al. 2002), as long as an open and respectful culture of 

interaction is maintained (Ensley and Hmieleski 2005).  

When cognitive conflicts are misinterpreted or inflamed due to divergent values, 

suspicion, different perspectives, or mistrust, affective conflict can be a result even in case of 

moderate and reasonable criticism (Baron 1988, Pelled 1996). It can be caused by frequent 

negative cognitive conflict which leads to high emotional displeasure and thus can result in 

irrational disagreement and increasing infighting (Ensley and Hmieleski 2005). Affective 
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conflict  is  emotional,  carried  out  on  a  personal  level,  can  lead  to  anger  and  alienation,  and  

extends beyond different opinions of team members and beyond the team’s purpose (Ensley 

and Hmieleski 2005). Summarizing, teams are advised to embrace the benefits of cognitive 

conflict and avoid the costs and frictions of affective conflict in order to increase 

effectiveness.  

As expected, Ensley and Pearce (2001), Ensley et al. (2002), and Ensley and 

Hmieleski (2005) found negative relationships between affective conflict and sales growth. 

Furthermore, a positive influence of cognitive conflict on sales growth was found by Ensley 

and Pearce (2001) and Ensley and Hmieleski (2005), whereas Ensley et al. (2002) could not 

confirm this link. These results have to be interpreted against the fact of similar samples 

among Ensley and Pearce (2001) and Ensley et al. (2002) and similar measurement methods 

of affective and cognitive conflict among all three studies. Specific sample characteristics and 

potential common method bias forbids to interpret these findings of seemingly strong 

collective conformity at first sight as three independent tests. 

A team’s cohesion is seen as a strong facilitator of cognitive conflict in decision-

making processes, as members are expected to be more open to dissent, discussions, and 

criticism (Ensley and Pearce 2001). The team members exhibit higher levels of affinity, 

affective attraction, and trust amongst each other and are more satisfied with the group’s setup 

as a whole (O’Reilly III et al. 1989). Team cohesion is the perceived affective sense of 

morale, belonging (Bollen and Hoyle 1990), commitment, consensus, and a strong belief in 

the team’s potency among members. Such teams share a tacit understanding and values, do 

not need to spend energy on group maintenance and frictions, and gain from synergies (Smith 

et al. 1994). Developing a shared understanding and consensus is the result of discussions of 

strategic alternatives and the associated cognitive conflict (e.g. Amason 1996). Cohesion 

facilitates speedy collective action, group interaction, resource sharing among team members, 

and improves communication and team efficiency (Vissa and Chacar 2009). This is crucial for 
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entrepreneurial teams, due to the ambiguity and complexity of their tasks (Ensley and Pearce 

2001, West 2007). On the other hand, strong personal attraction might lead to an uncritical 

and complacent view of the other team member’s work, performance, and conception, thus 

leading to failure or suboptimal decisions. 

Positive relationships on sales growth were found by Ensley and Hmieleski (2005) 

when testing for the influence of general team cohesion, shared strategic cognition, and team 

potency, all with significant influence. Team cohesion variables such as belonging and 

commitment, as well as morale, were tested by Ensley and Pearce (2001), Ensley et al. 

(2002), and Chowdhury (2005). While Ensley and Pearce (2001) were able to reveal indirect 

effects via conflict variables only, Ensley et al. (2002) found a clear impact of belonging and 

commitment on sales growth. This is in line with Chowdhury (2005), who discovered a 

significant influence of belonging and commitment on team effectiveness which is expected 

to influence sales growth positively. There is strong collective agreement on the positive 

impact of ETMT cohesion on new venture sales growth among the reviewed sample. As the 

measurement method of cohesion variables is equal for Ensley and Hmieleski (2005) and 

Ensley et al. (2002), the reader should be aware of potential (but not expected by the authors) 

common method bias. 

Vissa and Chacar (2009), in addition, investigated the interaction effects of cohesion 

and a team’s network constraints on sales growth. The latter describes the inability to span 

structural holes of a team’s network and therefore reduces the likelihood to access a broad 

array of resources. The combination of strong cohesion and network constraints amplify the 

delimitation from external sources and thus influence growth negatively.  

Influence of team experience 

ETMT’s experience in industries, functions, work groups, or founding endeavors is an 

important determinant of a team’s competencies. A manager’s experience can mirror the 

skills,  knowledge,  resources,  and  social  ties  available  to  the  team  (Harris  and  Helfat  1997,  
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Castanias and Helfat 2001). Shrader and Siegel (2007) see increased worker productivity, 

higher economic value of the firm, and growth in managerial compensation as a result of 

experience. The knowledge, networks, and judgment skills of experienced managers lead to a 

superior availability of information and allows for making more comprehensive strategic 

decisions and gaining competitive advantages. Such HC can be proxied by years of work, 

prior companies, and industry or managerial experience (Colombo and Grilli 2005). Another 

suitable proxy is the average age of team members which is explained in further detail in the 

chapter “Influence of team demographics”. Apart from the positive influences of experience 

among the ETMT, the combination of diverse experiences can lead to conflicting 

configurations (Meyer et al. 1993) which are additionally investigated in some of the sample 

papers (e.g. Kor 2003). 

Managers can leverage their work experience and bring several contacts, diverse 

experiences, and tacit knowledge about managing and organizing work processes from prior 

company affiliations that contribute to the new firm’s SC and benefit the firm. Such SC 

contributes to the bridging effect (Adler and Kwon 2002) which results from external 

relations and links an organization to external resources and information and extends an 

organization’s scope, coverage, and range. For example, Almus and Nerlinger (1999) revealed 

a negative influence of entrepreneurs without professional experience at start-up time on a 

firm’s growth. 

A positive impact of the average years of founders’ work experience on employee 

growth was found by Colombo and Grilli (2005), independent of the industry of gathered 

experience. When segmenting, there are positively amplifying interacting effects between 

industry-specific commercial work experience and industry-specific technical work 

experience. Following Beckman et al. 2007, the number of prior companies of the ETMT, 

which can be seen as a measure for an ETMT network’s breadth, influences positively both 

VC funding and going public, while there were no findings for the FT. Instead, the number of 
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overlapping prior companies (where more than one team member was employed) determines 

positively the chance of going public for FTs. 

Managers with firm-specific industry experience can benefit a firm, as they are able to 

introduce competitive trends and conditions, specific technologies, industry-specific 

regulatory issues, or goodwill with certain customers and suppliers (Kor 2003). Furthermore, 

the superior identification of emerging opportunities, threats, and potential applications in the 

market, as well as a reasoned position of new products and services tailored to suit market 

needs, increase productivity and reduce transaction costs (McGee et al. 1995, Castanias and 

Helfat 2001). Such consciousness of an industry and social ties to it may significantly reduce 

the liability of newness for entrepreneurial firms. This is the lacking of young firms in 

developing connections to suppliers and customers as well as establishing the firm in the 

market (Stinchcombe 1965).  

Shrader and Siegel (2007) surprisingly found negative impact of experience in the 

industry similar to the new venture on sales growth. This might be induced by the limited 

scope on technology-based publicly traded new ventures where functional experiences are 

more relevant and would suffer from high presence of industry specialists. In contrast, other 

authors collectively agreed on the opposite effect and showed strong positive influences. 

Shane and Stuart (2002) showed positive effects on going public, Colombo and Grilli (2005) 

and Cooper et al. (1994) on employee growth, and McGee and Dowling (1994) on sales 

growth – the latter especially in combination with technical cooperation. Although there is 

strong evidence among the review sample, future research is suggested to focus on the 

capabilities which have to be sacrificed for industry experience and how this might result in 

detrimental effects. 

Managers with more functional experience claim  a  resource  that  can  contribute  to  a  

firm’s ability to define and implement specific strategies (Shrader and Siegel 2007). Thus, it 

is suggested that functional experience of an ETMT is reflected in the type of strategy pursued 
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by a new venture. Firms with a good fit between functional experience and the pursued 

competitive strategy are expected to enjoy better performance. However, management and 

leadership experience in general was found to relate positively to the rate of VC funding and 

IPO (Beckman et al. 2007, Beckman and Burton 2008), as well as to a performance and 

growth index (Gimeno et al. 1997).  

McGee et al. (1995), McGee and Dowling (1994), and Shrader and Siegel (2007) 

showed that the combination with marketing cooperation or a pursued differentiation strategy 

significantly enhances the impact of marketing experience on the firm’s sales growth. The 

same applies to technological experience with technological cooperation and production 

experience with production cooperation and according strategies. But technological 

cooperation with inexperienced managers lead to lower sales growth rates compared to no 

cooperation. As suggested by Shrader and Siegel (2007), not the functional experience itself, 

but the appropriate fit between functional experience and pursued strategy or cooperation is 

key to superior performance, enabling the utilization of available skills to a significant extent. 

Founders are a source of creativity and productive commercialization of ideas, 

technologies, and needs (Hsu 2007). Therefore, they combine important characteristics for the 

successful establishment of a new venture. Managers obtain founding experience via prior 

self-employment, working as an investor for new ventures, or working as a manager with 

corporate entrepreneurial responsibilities. Following Kaplan and Strömberg (2004), founding 

experience is an important positive factor perceived by VCs for investment decisions due to a 

proven track record and thus should be advantageous for new ventures to receive funding. 

Prior founding success is likely to send a signal of entrepreneurial quality, business 

development abilities, and existing network contacts to potential investors (Hsu 2007). In 

addition, it provides the team with knowledge about necessary and relevant actions to be 

taken, potential hurdles, and critical success factors within the founding process. 
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Several sample papers revealed the positive influence of founding experience in the 

ETMT on the firm. Colombo and Grilli (2005) found a relation to employee growth, Beckman 

et al. (2007) to the probability of going public for TMTs and FTs, and Hsu (2007) to the 

valuation of new ventures right before VC funding. Hsu (2007) also found a positive 

relationship between the recruiting rate of executives via the founders’ personal network and 

the valuation of a new venture right before VC funding. This signals a broad network, social 

ties, and a greater range of available resources and therefore leads to higher expectations. 

Surprisingly, Shane and Stuart (2002) found evidence for negative influence of founding 

experience on VC funding. As the sample considers firms founded at the Massachusetts 

Institute of Technology only, one explanation might be that founding experience among the 

ETMT signals unsuccessful prior founding endeavors, as the ETMT members obviously were 

not able to stay as a manager in the firm and returned to university. 

Shared team-specific experience in managerial activities is the tacit knowledge of each 

team member regarding personal skills, limitations, and typical habits gathered through 

interaction, debates, working together, and discussions (Eisenhardt and Schoonhoven 1990, 

Penrose 1959). Such teams are able to save time in coordination and are prepared for higher 

risk  taking,  due  to  better  communication  within  the  team and  more  efficient  and  successful  

decision-making. This enables the team to focus on business issues rather than on 

interpersonal conflicts (e.g. Kor and Mahoney 2000, Jackson 1992). The results are reduced 

goal conflict within the team, improved socialization, positive team dynamics, increased 

communication, group cohesion, less friction, and lower team turnover (e.g. Smith et al. 1994, 

Harrison et al. 1998). The establishment of such team-specific experience needs time and 

commitment. It can become a competitive advantage as tacit and social knowledge is 

generated, which can be acquired by personal interaction only (Kor 2003). The argumentation 

is in line with results from Eisenhardt and Schoonhoven (1990) showing a positive 

relationship between past shared work experience of the founders and revenues of 
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entrepreneurial firms. As we could not find appropriate empirical evidence within the 

literature, we strongly suggest future studies to focus on the effects of acquaintances among 

the ETMT. 

Firm-specific experience is the knowledge about a firm’s initial business purpose, the 

historical business premises, and strategic business development. Such information and 

experience is best mirrored by founders and therefore it is examined in the “Influence of team 

demographics” section proxied by founders who are part of the ETMT. Experience with VCs 

was only once used as a control variable in the sample (Busenitz et al. 2005). More intense 

focus on funding experiences among the ETMT is therefore suggested for further studies. 

Summary of findings 

The discussed and relevant significant results from the quantitative models of the sample 

papers were aggregated and integrated into groups of independent variables in summary 

tables  in  order  to  give  an  overview of  ETMT research  outcomes  over  a  period  of  20  years.  

These tables should support further research attempts by providing suggestions for testable 

models via common findings, contradictions, and open research gaps. All relevant clearly 

significant direct relationships of independent to dependent variables are presented in Table 2. 

Moreover, interaction effects and control variables are presented in the appendix in Table 4 

and Table 5. The selected variables are limited to a team-specific context due to the focus of 

this paper. While collecting significant relationships, whenever possible, the most complex 

and comprehensive models with the highest explanatory power were used to avoid wrong 

interpretations due to lacking variables controlling for other influences.  

The summary tables do not classify for differences in the detailed research 

methodology or the underlying samples, such as focus on certain industries, sample size, 

regression methods, or characteristics of survey participants. The main purpose of the 

summary tables is to give an overview of used variables with proven impact, distribution and 

focus of research activities, significant relationship between variables, contradictory findings, 
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common findings, and research gaps. Every mark (+ or −) indicates the result of one single 

paper.  

 

Table 2 – Summary of significant direct relationships among the sample papers 

 Dependent variable: growth Dependent variable: funding 
Independent 
variables 

Sales growth Employee growth Growth index (sales 
+ employee growth) 

VC funding Going public via 
IPO 

Valuation of start-up 
before VC funding 

PE financing 

Demographics 
Team size + + + + +   

Number of founders left in ETMT +       

Education of founders  + + + −    + 

Direct or indirect tie to VC    +    
Presence of minority groups or 
males  +      

Heterogeneity in general +  −     
Heterogeneity in years of industry 
experience +       
Heterogeneity in functional 
background +   + −4 / +   

Heterogeneity in education level − / +    +   
Cognitive comprehensiveness of 
team members +       
Leadership 
Transactional +  +     

Directive  + +     

Transformational −  − / +5     

Empowering  − − / +5     
Turnover 
Management turnover: departures    + − −   

Founder turnover: departures  −   +   

Management turnover: additions    − + +   
Dynamics 
Cohesion + + +       

Cognitive conflict + +       

Affective conflict − − −       
Experience 
Work experience of founders and 
management + + + + + +   

Founding experience  + + − + +  

Experience in same industry − / + + +   +   
Number of overlapping prior 
companies of founders     +   
Breadth of networks among 
founders and management    + + +  

                                                        
4 Refers to the founding team 
5 Negative for vertical leadership (top-down leadership by an individual), positive for shared 
leadership (collaborative leadership in a team) 
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If a paper contains more than one model showing similar significant relationships, the 

relationship is counted once for each paper only if there is no contradiction. Different marks 

in one cell represent contradictory findings, similar marks represent common findings. 

Discussion and conclusion 

The integrated and synthesized relationships between team variables and a new venture’s 

growth and the ability to raise capital derived from the underlying sample lead to five major 

influencing clusters. These clusters are supposed to offer an integrated view on today’s state 

of the research area and are open for amendments and contributions of future research 

findings. Demographic and experience factors define what kind of skills and knowledge a 

manager brings into the ETMT and how upcoming tasks and challenges are mastered. The 

type of leadership within an ETMT can influence the atmosphere and motivation of team 

members. Team dynamics are of major relevance, as they are a main determinant of a team’s 

productivity, frictions, and motivation. While these clusters affect a new venture’s growth and 

funding directly, turnover of team members is mostly a result of an imperfect setup (e.g. 

Ucbasaran et al. 2003). Altogether, the results confirm the validity of underlying theories with 

focus on HC and SC. 

Success and risk factors for ETMTs 

Summarizing the findings, several deductions can be made leading to the major factors 

influencing determinants of success and failure for an ETMT to gain superior growth and to 

raise necessary capital. 

The by far most frequently used performance variable is a firm’s sales growth, 

followed by employee growth and asset growth. The size of the team, the level of education, 

and prior work experience contribute to growth by adding to the capabilities available to the 

firm. A pursued strategy and cooperation matching existing experiences and knowledge 

within the team and giving the opportunity to leverage such skills supports growth even more. 
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Experience in the same industry and familiarity with founding processes as it comes with 

founding experience contributes to growth, although there are minor contradictory results for 

industry experience. The same applies to founders still being members of the ETMT, as they 

are most cognizant of the initial business purpose and strategy, combined with strong intrinsic 

motivation.  

Heterogeneity can facilitate growth in general or when different functional skills and 

industry backgrounds complement each other to a powerful and skilled force. Although there 

is still a risk for frictions and conflict emerging from diverse perspectives, especially in 

combination with high novelty of products and services. Moreover, empowering and 

transformational leadership styles are an appropriate way in combination with dynamic 

environments. It releases forces, potency, and flexibility of individual qualifications necessary 

to  deal  with  external  challenges.  As  a  result,  negative  effects  apply  to  directive  and  

transactional leadership styles in dynamic environments. 

The addition of new team members can help in handling complexity in dynamic 

environments, while departure subducts necessary capabilities from the firm. Cohesion within 

a team and cognitive conflict strongly lead to a friendly atmosphere, higher productivity, and 

less friction, as well as rational problem solving and decision-making necessary for growth. 

Affective conflict proceeds on an emotional and personal level and thus does not contribute to 

efficient problem solving in favor of the new venture. The presence of ethnic immigrants, 

although expected to contribute to diversity, has a negative influence on growth in 

combination with relatively old teams. Instead, the presence of minority groups and a high 

rate of male ETMT members facilitate growth positively. 

The probability of funding (through VCs, PE firms, or going public) and firm 

valuation all facilitate a new venture’s ability to raise capital. A team’s education and work 

experience are important quality factors for investors evaluating a new venture. Especially 

shared work experience in the same prior company affiliations signals professional experience 
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and knowledge about team members leading to less friction during team building phases. 

Additionally, industry experience facilitates IPOs.  

Team members heterogeneous in their functional background are expected to provide 

a more diverse set of skills, knowledge, and experiences contributing positively to a firm’s 

outcomes and thus increasing funding probability. Nonetheless, the findings concerning the 

impact on going public for FTs are contradictory. Individuals within the team with founding 

experience and especially with high returns of prior start-ups have already proven 

entrepreneurial abilities and motivation, leading to an easier access to capital, although there 

are detrimental effects specifically for VC funding. Further positive evaluations result when 

team members have direct or indirect ties to VCs or can utilize an extensive network, 

indicating richness in SC. 

Finally, investors are more likely to fund a new venture when founders are replaced by 

more experienced and skilled external managers after a while. However, departure of 

managers in general signals instability of the team and reduces the probability of receiving 

funds. 

Suggestions for further research 

The current state of research in the field of ETMTs and their influence on a firm’s growth and 

funding abilities is situated somewhere between still developing and maturity. This section 

attempts to point out issues that still need to be considered and suggestions for further 

research worthwhile to dig deeper into, gain new findings, and expand current research. 

In the field of demographic factors, further investigation of an entrepreneur’s social 

and financial background might be of interest. The social status of a founder, his or her 

financial leeway, and the wealth s/he possesses is expected to influence behavior, social ties, 

cognitive base, and motivation. High wealth is suggested to reduce a founder’s commitment 

as s/he is not financially dependent on the new venture, extending a study by Hvide and Moen 

(2010). Several parallel firms in the portfolio of an entrepreneur can lead to a lack of 
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awareness and attention to a single venture. The money or private wealth of a founder 

invested in the new venture should not be measured in absolute terms but in relative terms to 

his or her total wealth as a more precise proxy for commitment due to differences in the 

financial leeway of individuals. Such research can contribute to a set of hypotheses and 

theories summarized under the concept of entrepreneurial capital as mentioned by Erikson 

(2002).  

Team internal dynamics are another area offering further research potential. Prior 

research fails to include a power dimension into the observation of team dynamics. It can be 

of interest to investigate the influence of the distribution of power among the team members 

and how it influences team processes, turnover, firm outcomes, and the willingness to hire and 

delegate, following Finkelstein (1992). The individual motivation of founders points in a 

similar direction, as differences (e.g. financial, carrier, self-fulfillment) might influence firm 

outcomes, team-internal moods and atmosphere when such motivations become public. 

Furthermore, the origin of the acquaintance of team members with each other can be a critical 

success factor of a team’s efficiency (Parise and Rollag 2010). Prior shared professional work 

experience is expected to be more beneficial to efficiently working as a team compared to a 

prior friendship relation which instead is expected to be more beneficial to social interactions 

within the team. This distinction was already made by Franke et al. (2008).  

One might become even more specific and elaborate the origin of acquaintance among 

the team in more detail. Vanaelst et al. (2006) for instance discussed the team heterogeneity of 

academic spinouts and Shane and Stuart (2002) focused on the effects of SC within university 

start-ups. Such research can be advanced by analyzing the ability to leverage the universities’ 

knowledge resources into attractive business cases. Same specific focusing can be applied to 

family businesses where prior relationships are not just work- or friendship-based. Instead the 

acquaintance type can be expected to be even more intense and cohesive, social bonds can be 
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leveraged, and the threshold to break apart is comparably higher (e.g. Ensley and Pearson 

2005). 

External influences and dynamics are another field where further investigation is 

suggested. It can be of interest to analyze how such influences from investors, banks, boards, 

advisors, and networks, etc. influence an ETMT and thus distort findings of prior research. 

Another question could ask how networks and social ties of individuals contribute to team 

turnover (e.g. Ucbasaran et al. 2003, Witt 2004). The opportunities (e.g. new job offers, other 

venture foundings) available to the individuals on the team are expected to correlate with 

social ties and might increase member turnover. 

One stakeholder is of special interest as VCs often cooperate with new ventures due to 

their novelty, risk, and uncertainty. While some facets of dynamics between VCs and ETMTs 

were already investigated, further research is necessary to not only focus on funding decisions 

but to also emphasize the ongoing relationships after funding (e.g. Busenitz et al. 2004). The 

room available to steer and manage the expectations of VCs, as well as conflict handling in 

the sometimes challenging relation between entrepreneurial visions and investor’s exit 

strategies, offers potential for better understanding of such processes (Busenitz et al. 1997).  

Furthermore, motivated by Akgün and Lynn (2002) and Hayes et al. (2004), the 

examination of the strengths of team internal bonds and cohesion might be useful in order to 

measure stability of teams in case of stress and setbacks. The stability of leaders within the 

team points in a similar direction. For example, VCs and other stakeholders can urge changes 

in the ETMT in order to professionalize a venture’s management (Chandler et al. 2005). 

Leadership research on firm outcomes in an entrepreneurial team context in general is 

underrepresented. Development of leaders within an ETMT, team internal power struggles, 

and the influence of leadership styles on team dynamics and individuals are expected to offer 

great potential for further analysis.  
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Raising capital in contrast to growth measures has received minor attention in prior 

research. While the relationship to VCs and the factors influencing positive funding decisions 

were discussed in some papers already (e.g. Beckman et al. 2007, Beckman and Burton 2008, 

Shane and Stuart 2002), the influencing factors of going public are underrepresented. The 

impact of experience, demographics, and turnover on going public was tested already, while 

team dynamics and leadership factors were neglected so far and could reveal important 

insights into IPO research.  

Further research might be executed on the tenure an original founder’s business idea 

stays in the firm represented by e.g. strategies or visions especially when all founders have 

left the top management. Deviation from this original business purpose is expected to affect a 

firm’s  performance  (e.g.  Baron  and  Hannan  2002).  Apart  from  the  introduction  or  new  

combination of independent and dependent variables the analysis of interacting effects has 

revealed several findings in prior research which indicates the complexity of relationships in 

this research field (e.g. Packalen 2007). While this statement holds for growth variables, 

funding variables were seldom tested on interacting effects. It is suggested to pursue such 

analysis of interaction effects to deepen insights and clarify details and context of known 

influences. The same criticism applies to the neglected analysis of indirect effects via 

mediating variables. Further research for such more complex causal models is expected to 

again result in more high quality and sophisticated findings. Overall, the research outcomes 

already explored and the suggestions for further research aiming at identified research gaps 

contribute to understanding success factors, costs, and potential problems of team assembly 

and configuration in an entrepreneurial context. 
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Appendix A – Sampling process 

1. Search was conducted on the following databases: EBSCO Business Source Premier and EconLit, Web of 

Science SSCI (Social Science Citation Index) 

2. Search is limited to papers published in scholarly journals which were peer reviewed only in order to ensure 

substantive quality and relevance for practical research 

3. Primary keywords (where * represents any given number of additional characters) 

a. Papers are required to contain at least one of the following primary keywords in their title or abstract: 

"top management*", "TMT", "*team*", "upper echelon*" 

b. Papers are required to contain at least one of the following primary keywords in their title or abstract: 

"entrepreneur*", "new venture*", “start up*”, “start-up*” 

c. Papers are required to contain at least one of the following primary keywords in their title or abstract: 

“*success*”, “*performance*”, “IPO”, “initial public offering”, “VC*”, “venture capital” 

4. Papers are required to contain at least one of the following 29 additional keywords in their title or abstract: 

"power", “influence”, “composition”, “collaboration”, “teamwork”, “atmosphere”, “mood*”, “trust”, 

“motivation”, “delegation”, "diversit*", “heterogen*”, "relationship*", “fluctuation”, “turnover”, “decision 

making”, “decision-making”, “gender”, “age”, “academic background”, “education”, “nationality”, 

“experience”, “knowledge”, “development”, “young”, “diversif*”, “behaviour*”, “behavior*” 

5. To ensure empirical content, papers are required to contain at least one of the following seven 

methodological keywords in their title or abstract: “data”, “empirical”, “test”, “statistical”, “evidence”, 

”finding*”, “result*” 

6. Results are consolidated from all databases and duplicates eliminated 

7. Papers published in journals which are not frequently cited6 are excluded due to insufficient relevance and 

low impact on scientific value add 

8. Case studies and qualitative research are excluded to ensure the ability to compare and integrate quantitative 

models and to apply a systematic coding scheme. 

9. Relevance of the dependent variable in quantitative models is ensured (e.g. growth, VC funding, IPO) 

10. Relevance of the independent variable in the quantitative model is ensured (e.g. TMT characteristics, 

academic background, experience, team size, team heterogeneity) 

11. All abstracts of the remaining sample are screened for substantive context (i.e. discussion of questions related 

to the literature review focus) and empirical relevance (i.e. mention of statistical analysis and significant 

results) 

12. All remaining papers in their entirety are screened for substantive context (i.e. discussion of questions related 

to the literature review focus) and empirical relevance (i.e. mention of statistical analysis and significant 

results) 

13. All references of remaining papers are screened to identify further relevant literature 

                                                        
6 Indicator for high quality journals as requested by Cooper 1994; citation-index measured via 
5-year JCR impact factor; data from Web of Knowledge JCR as of 06.05.2010; journals with 
5-year JCR impact factor below 2.0 were excluded; for calculation details see: http://admin-
apps.isiknowledge.com/JCR/help/h_impfact.htm 
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Appendix B – Auxiliary sample 

This auxiliary sample comprises of 68 papers which did not meet all requirements of the 

sampling procedure. However, they are still worth to mention in order to give the reader the 

opportunity to become familiar with the underlying subject in more detail and refer to further 

sources beyond this literature review (see Table 3). 

 

Table 3 – Overview of auxiliary sample papers 

Year Title Author Published in 

2007 Small worlds, infinite possibilities? How social networks affect entrepreneurial team 

formation and search 

Aldrich, Howard E.; Kim, Phillip 

H. 

Strategic Entrepreneurship Journal 

2007 Resources, capabilities and entrepreneurial perceptions Kor, Yasemin Y.; Mahoney, 

Joseph T.; Michael, Steven C. 

Journal of Management Studies 

2007 Collective cognition: when entrepreneurial teams, not individuals, make decisions West III, G. Page Entrepreneurship: Theory & Practice 

2007 Complementing capital: the role of status, demographic features, and social capital in 

founding teams’ abilities to obtain resources 

Packalen, Kelley A. Entrepreneurship: Theory & Practice 

2006 Effects of team inputs and intrateam processes on perceptions of team viability and 

member satisfaction in nascent ventures 

Foo, Maw-Der; Sin, Hock-Peng; 

Yiong, Lee-Pen 

Strategic Management Journal 

2006 Entrepreneurial team development in academic spinouts: an examination of team 

heterogeneity 

Vanaelst, Iris; Clarysse, Bart; 

Wright, Mike; Lockett, Andy; 

Moray, Nathalie; S’Jegers, Rosette 

Entrepreneurship: Theory & Practice 

2005 A quantitative content analysis of the characteristics of rapid-growth firms and their 

founders 

Barringer, Bruce R.; Jones, Foard 

F.; Neubaum, Donald O. 

Journal of Business Venturing 

2005 New venture evolution and managerial capabilities Boeker, Warren; Wiltbank, Robert Organization Science 

2005 An exploratory comparison of the behavioral dynamics of top management teams in 

family and nonfamily new ventures: cohesion, conflict, potency, and consensus 

Ensley, Michael D.; Pearson, 

Allison W. 

Entrepreneurship: Theory & Practice 

2004 Characteristics, contracts, and actions: evidence from venture capitalist analyses Kaplan, Steven N.; Strömberg, Per Journal of Finance 

2004 Entrepreneurs’ networks and the success of start-ups Witt, Peter Entrepreneurship & Regional Development 

2003 Top management team process, shared leadership, and new venture performance: a 

theoretical model and research agenda 

Ensley, Michael D.; Pearson, 

Allison W.; Pearce, Craig L. 

Human Resource Management Review 

2003 The risks of autonomy: empirical evidence for the necessity of a balance management 

in promoting organizational innovativeness 

Gebert, Diether; Boerner, Sabine; 

Lanwehr, Ralf 

Creativity & Innovation Management 

2003 Transactors, transformers and beyond Pearce, Craig L.; Sims, Henry P.; 

Cox, Jonathan F.; Ball, Gail; 

Schnell, Eugene; Smith, Ken A.; 

Trevino, Linda 

Journal of Management Development 

2003 Entrepreneurial founder teams: factors associated with member entry and exit Ucbasaran, Deniz; Lockett, Andy; 

Wright, Mike; Westhead, Paul 

Entrepreneurship: Theory & Practice 

2002 Confidence at the group level of analysis: a longitudinal investigation of the relationship 

between potency and team effectiveness 

Pearce, Craig L.; Gallagher, 

Cynthia A.; Ensley, Michael D. 

Journal of Occupational and Organizational 

Psychology 

2002 The antecedents and consequences of group potency: a longitudinal investigation of 

newly formed work groups 

Meglino, Bruce M.; Lester, Scott 

W.; Korsgaard, M. Audrey 

Academy of Management Journal 

2002 Social capital: prospects for a new concept Adler, Paul S.; Kwon, Seok-Woo Academy of Management Review 

2002 Venture capital and the professionalization of start-up firms: empirical evidence Hellmann, Thomas; Puri, Manju Journal of Finance 

2001 Exploring antecedents to top management team conflict: the importance of behavioral 

integration 

Mooney, Ann C.; Sonnenfeld, 

Jeffrey 

Academy of Management Proceedings 

2001 Qualifications and turnover of managers and venture capital-financed firm performance: 

an empirical study of German venture capital-investments 

Schefczyk, Michael; Gerpott, 

Torsten J. 

Journal of Business Venturing 

2001 Voluntary turnover, social capital, and organizational performance Dess, Gregory G.; Shaw, Jason D. Academy of Management Review 

2001 The managerial rents model: theory and empirical analysis Castanias, Richard P.; Helfat, 

Constance E. 

Journal of Management 

2000 A case for comparative entrepreneurship: assessing the relevance of culture Thomas, Anisya S.; Mueller, 

Stephen L. 

Journal of International Business Studies 

2000 Penrose's resource-based approach: the process and product of research creativity Kor, Yasemin Y.; Mahoney, 

Joseph T. 

Journal of Management Studies 

2000 The effects of development on migration: theoretical issues and new empirical evidence Vogler, Michael; Rotte, Ralph Journal of Population Economics 
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1999 Making use of difference: diversity, debate, and decision comprehensiveness in top 

management teams 

Simons, Tony; Pelled, Lisa Hope; 

Smith, Ken A. 

Academy of Management Journal 

1999 Wachstumsdeterminanten junger innovativer Unternehmen: Empirische Ergebnisse für 

West-Deutschland. (Growth Determinants of Young Innovative Firms: Empirical 

Results for West Germany. With English summary.) 

Almus, Matthias; Nerlinger, Eric Jahrbücher für Nationalökonomie und Statistik 

1998 Beyond relational demography: time and the effects of surface- and deep-level diversity 

on work group cohesion 

Harrison, David A.; Price, 

Kenneth H.; Bell, Myrtle P. 

Academy of Management Journal 

1998 Cognitive diversity among upper-echelon executives: implications for strategic decision 

processes 

Miller, C. Chet; Burke, Linda M.; 

Glick, William H. 

Strategic Management Journal 

1997 Survival of the fittest? Entrepreneurial human capital and the persistence of 

underperforming firms 

Gimeno, Javier; Folta, Timothy B.; 

Cooper, Arnold C.; Woo, Carolyn 

Y. 

Administrative Science Quarterly 

1997 Executive migration and strategic change: the effect of top manager movement on 

product-market entry 

Boeker, Warren Administrative Science Quarterly 

1997 A comparative study of values among Chinese and U.S. entrepreneurs: pragmatic 

convergence between contrasting cultures 

Holt, David H. Journal of Business Venturing 

1997 The effects of top management team size and interaction norms on cognitive and 

affective conflict 

Amason, Allen C.; Sapienza, 

Harry J. 

Journal of Management 

1997 Specificity of CEO human capital and compensation Harris, Dawn; Helfat, Constance Strategic Management Journal 

1996 Distinguishing the effects of functional and dysfunctional conflict on strategic decision 

making: resolving a paradox for top management teams 

Amason, Allen C. Academy of Management Journal 

1996 Social structural characteristics of psychological empowerment Spreitzer, Gretchen M. Academy of Management Journal 

1996 The initial succession: a contingency model of founder tenure Rubenson, George C.; Gupta, Anil 

K. 

Entrepreneurship: Theory & Practice 

1996 Demographic diversity, conflict, and work group outcomes: an intervening process 

theory 

Pelled, Lisa Hope Organization Science 

1995 A multimethod examination of the benefits and detriments of intragroup conflict Jehn, Karen A. Administrative Science Quarterly 

1995 Two investigations of the relationships among group goals, goal commitment, cohesion, 

and performance 

Klein, Howard J.; Mulvey, Paul 

W. 

Organizational Behavior and Human Decision 

Processes 

1995 Employment change in independent owner-managed high-technology firms in Great 

Britain 

Westhead, Paul; Cowling, Marc Small Business Economics 

1994 Top management team demography and process: the role of social integration and 

communication 

Smith, Ken G.; Smith, Ken A.; 

Sims, Henry P.; O'Bannon, 

Douglas P.; Scully, Judith A.; 

Olian, Judy D. 

Administrative Science Quarterly 

1994 The impact of perceived group success - failure on motivational beliefs and attitudes: a 

causal model 

Riggs, Matt L.; Knight, Patrick A. Journal of Applied Psychology 

1993 Configurational approaches to organizational analysis Meyer, Alan D.; Tsui, Anne S.; 

Hinings, C. R. 

Academy of Management Journal 

1993 The stages of team venture formation: a decision-making model Kamm, Judith B., Nurick, Aaron J. Entrepreneurship: Theory & Practice 

1992 Survival chances of newly founded business organizations Brüderl, Josef; Preisendörfer, 

Peter; Ziegler, Rolf 

American Sociological Review 

1992 Top management team demography and corporate strategic change Wiersema, Margarethe F.; Bantel, 

Karen A. 

Academy of Management Journal 

1992 Consequences of group composition for the interpersonal dynamics of strategic issue 

processing 

Jackson, Susan E. Advances in Strategic Management 

1992 Does culture endure, or is it malleable? Issues for entrepreneurial economic 

development 

McGrath, Rita Gunther; 

MacMillan, Ian C.; Yang, Elena 

Ai-Yuan; Tsai, William 

Journal of Business Venturing 

1992 Thinking about entrepreneurship: a fuzzy set approach Hornaday, Robert W. Journal of Small Business Management 

1991 Entrepreneurs in high technology - Lessons from MIT and beyond Roberts, Edward Baer Oxford University Press 

1990 What are we talking about when we talk about entrepreneurship? Gartner, William B. Journal of Business Venturing 

1990 Perceived cohesion: a conceptual and empirical examination Bollen, Kenneth A.; Hoyle, Rick 

H. 

Social Forces 

1990 Top management team group factors, consensus, and firm performance Priem, Richard L. Strategic Management Journal 

1989 Top management group heterogeneity and firm performance Murray, Alan I. Strategic Management Journal 

1989 Work group demography, social integration, and turnover O'Reilly III, Charles A.; Caldwell, 

David F.; Barnett, William P. 

Administrative Science Quarterly 

1988 Attributions and organizational conflict: the mediating role of apparent sincerity Baron, Robert A. Organizational Behavior & Human Decision 

Processes 

1987 Do good or poor performers leave? A meta-analysis of the relationship between 

performance and turnover 

McEvoy, Glenn M.; Cascio, 

Wayne F. 

Academy of Management Journal 

1986 Group approaches for improving strategic decision making: a comparative analysis of 

dialectical inquiry, devil's advocacy, and consensus 

Schweiger, David M.; Sandberg, 

William R.; Ragan, James W. 

Academy of Management Journal 

1985 Outcomes of role stress: a multisample constructive replication Kemery, Edward R.; Bedeian, 

Arthur G.; Mossholder, Kevin W.; 

Touliatos, John 

Academy of Management Journal 

1984 Upper echelons: the organization as a reflection of its top managers Hambrick, Donald C.; Mason, Academy of Management Review 
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Phyllis A. 

1984 Matching managers to strategies: a review and suggested framework Szilagyi, Andrew D.; Schweiger, 

David M. 

Academy of Management Review 

1978 A social information processing approach to job attitudes and task design Salancik, Gerald R.; Pfeffer, 

Jeffrey 

Administrative Science Quarterly 

1976 A model of task group development in complex organizations and a strategy of 

implementation 

Heinen, J. Stephen; Jacobson, 

Eugene 

Academy of Management Review 

1970 Age, cohorts and the generation of generations Carlsson, Gosta; Karlsson, 

Katarina 

American Sociological Review 

1965 Social structure and organizations Stinchcombe, A. L. Rand McNally Publishers 

1959 The theory of the growth of the firm Penrose, Edith Blackwell 

 

In addition with the sample of this literature review (28 papers) the auxiliary sample 

adds up to 96 papers and comes to the following descriptive statistics (see Figure 3): 

 

Figure 3 – Distribution of auxiliary sample papers 

 



How the ETMT setup influences firm performance and the ability to raise capital 
 

 

Page 69 of 178 

Appendix C – Interaction variables 

 

Table 4 – Summary of significant interactions among the sample papers and the direction of the interaction term 

Interaction 
variables 

Managerial 
or technical 
education 

of founders 

Heterogeneity 
in functional 
background 

Experience 
in same 
industry 

Founders 
left in 
ETMT 

Heterogeneity 
in age 

Heterogeneity 
in educational 

level 

Presence of 
ethnic 

immigrants 

Network 
constraints 

Experience-
specific 
strategy 

Firm: 
external 

cooperation 

Environmental 
dynamism 

Venture 
stage of 

development 

Firm 
age 

Heterogeneity in 
general           

7 
(growth index) 

  

Heterogeneity in 
years of industry 
experience 

            
+ 

(sales 
growth) 

Leadership 
transactional           − 

(sales growth) 
  

Leadership 
directive           − 

(growth index) 
  

Leadership 
transformational           + 

(sales growth) 
  

Leadership 
empowering           + 

(growth index) 
  

Management 
turnover: 
additions 

          + 
(sales growth) 

− 
(sales 

growth) 
 

Management 
turnover: 
departures 

          − 
(sales growth) 

+ 
(sales 

growth) 
 

Cohesion        
− 

(sales 
growth) 

     

Work experience 
of founders and 
management 

  
+ 

(employee 
growth) 

     
+ 

(sales 
growth) 

    

Experience in 
same industry    

− 
(sales 

growth) 
     

+ 
(sales 

growth, 
technology 
coops. only) 

   

Cooperation 
specific 
functional 
experience 

         
+ 

(sales 
growth) 

   

Pre-existing 
relationships 
within TMT 

   
− 

(sales 
growth) 

         

TMT age       

− 
(sales, 

employee, 
and asset 
growth) 

      

Industry: internet 

+ 
(valuation 
of start-up 
before VC 
funding) 

            

Low novelty of 
products and 
services 

    + 
(sales growth) 

        

High novelty of 
products and 
services 

 − 
(sales growth) 

  − 
(sales growth) 

− 
(sales growth) 

       

 

Variable exists in 
Table 2 and is team-
specific 

 
Variable does not 
exist in Table 2 and 
is team-specific 

 
Variable does not 
exist in Table 2 and 
is not team-specific 

                                                        
7 hetero. * env.dyn. * empowering leadership: +; hetero. * env.dyn. * directive leadership: − 
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Appendix D – Control variables 

 

Table 5 – Summary of significant control variables among the sample papers 

 Dependent variable: growth Dependent variable: funding 
Control 
variables 

sales growth employee growth asset growth VC funding going public via IPO valuation of start-up 
before VC funding 

Firm controls 

Firm age + + + + +    + 

Number of patents in 
possession      + 

Firm size (number of 
employees) + −  + +  + 

Team controls 

ETMT size + +      

FT size  +     

Avg. age of founders   −    
Avg. number of prior 
positions of ETMT 
members 

   + +  

Mean tenure of ETMT 
members within the team     +  
Tenure heterogeneity of 
ETMT members within 
the team 

    +  

Industry controls 

Industry growth +      

Technological intensity +      

Competitive intensity +      

Number of IPOs p.a. in 
industry     +  

Industry specific 
technological change +      

Medical industry    + +  

Communications 
industry      + 

Funding controls 
External funding 
received  +   +  

Angel investor prior to 
VC funding      − 

Multiple funding offers 
received      + 

Equity taken out after 
VC funding      − 
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ETMT acquaintance – A theoretical investigation 

of team sustainability and new venture 

performance 

Abstract 

This paper develops seven propositions to predict the impact of prior relationships among the 

ETMT  on  a  new  venture’s  performance  and  the  stability  of  the  team  moderated  by  the  

performance. We focus on prior friendship relationships, prior professional relationships, 

prior professional and friendship relationships, as well as on no prior acquaintance among 

team members. By drawing on SET, we analyze how reciprocity and expectations within prior 

relationships have beneficial or detrimental effects on team effectiveness in an entrepreneurial 

context. Moreover we give explanations for stable ETMTs and discuss which factors 

contribute to it. While prior-shared professional experiences have positive effects on 

performance, prior friendship relationships have positive effects on team stability. However, 

professionally acquainted teams make more elaborated decisions on team turnover. 

 

Keywords: entrepreneurial top management teams, prior relationships, new venture, 

acquaintance, team stability, performance 
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Introduction 

According to the UET (Hambrick and Mason 1984) the composition of a firm’s ETMT can be 

expected to be a crucial success factor and determinant of a new venture’s outcomes and has 

great influence on a young firms development (Patzelt et al. 2008). ETMT compositions 

contribute to the availability of resources and capabilities such as HC and SC to the firm. The 

advantages  of  entrepreneurial  teams  stem  from  the  diversity  and  complementarity  of  skills,  

knowledge, characteristics, and experiences (Chowdhury 2005). 

In contrast to established firms, new ventures mostly are not supervised by a board, 

shareholders, or a parent company who determine a process and strategy for hiring executive 

management personnel. Therefore, founders of new ventures frequently recruit their 

colleagues via personal ties and leverage extended social networks to overcome a lack of SC 

and HC and to acquire new resources (Kamm and Nurick 1993, Kamm et al. 1990, Greve and 

Salaff 2003). ETMTs are rarely formed on a functional basis. Instead, they are frequently 

formed using non-functional considerations, such as prior social network connections or 

similarity and proximity between members (Ruef et al. 2003). Or they are assembled as a 

management team by external investors (e.g. VCs, PE funds) with an idea they consider worth 

to pursue. 

Such ETMT acquaintances, which are pre-existing relationships among the new 

venture’s founders prior to the foundation, are the subject matter of this paper. Drawing on 

SET,  we aim to  investigate  with  a  theoretical  approach  how different  dimensions  of  ETMT 

acquaintance affect a new venture’s performance and the ETMT’s stability. We take an 

exchange-oriented perspective on the analysis of ETMTs as the exchange of individual human 

and social resources of team members contributes strongly to the capabilities and availability 

of information and skills to a new venture. This is especially relevant as young firms with not 

yet established organizational structures highly rely on the efficiency and capabilities of their 
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ETMTs  which  are  fostered  by  stable  exchange  relationships  within  the  team.  As  we  

investigate the development of different acquaintance dimensions, an internal perspective is 

mandatory. In contrast, external perspectives like social network theory can contribute to team 

assembly or resource acquisition questions, but not to the analysis of effects of prior 

relationships within existing teams (e.g. Greve and Salaff 2003, Klyver and Hindle 2007, 

Sparrowe et al. 2001). Besides, social identity theory focuses on social groups but would 

neglect available resources which are highly relevant for new ventures (e.g. Lembke and 

Wilson 1998, van Knippenberg et al. 2007). For this paper, exchange processes are limited to 

dyadic interactions between the members of the ETMT.  

Teams with prior-shared experiences introduce a set of tacit knowledge and certain 

opinions of each other regarding characteristics, habits, skills, and limitations dependent on 

and influenced by the type of team acquaintance (e.g. Kor 2003, Stinchcombe 1965, Penrose 

1959). Thus, team processes and team collaboration such as strategic decision-making, 

conflict resolution, or communication habits can be expected to be influenced by a team’s 

acquaintance (Parise and Rollag 2010, Sonderegger 2010). This is especially likely in an 

entrepreneurial context where interdependent roles and tasks of ETMTs, high influence of 

founders and managers, and not yet established organizational structures are common (e.g. 

Kamm and Nurick 1993, Mazzarol and Reboud 2006, Robinson and Pearce II 1984). 

Management behavior and knowledge of each other is crucial for new ventures’ outcomes, 

e.g. high dynamic environments ask for efficient low-friction decision processes (Hmieleski 

and Ensley 2007, Mazzarol and Reboud 2006, Bouchikhi 1993). Moreover, entrepreneurial 

start-up phases are commonly characterized by high dynamics in terms of growth, 

establishment of structures and networks, and familiarization of the team which all influence 

an ETMT’s stability and turnover (Kamm and Nurick 1993, Mazzarol and Reboud 2006). 

Thus, new venture performance and team stability cannot be seen as separated effects in a 

firm’s start-up phase. 
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While prior professional relationships offer shared experiences about available skills 

and work behavior of each other (Parise and Rollag 2010, Chattopadhyay et al. 1999), prior 

friendship relationships contribute more to knowledge about the others’ individual values, 

aims, and attitudes (Gruenfeld et al. 1996, Jehn and Shah 1997, McDonald and Westphal 

2003). This is in line with findings from Franke et al. (2008) who revealed the relevance of 

mutual team acquaintance for the evaluation of start-up teams by experienced VCs. Besides, 

diverse  dimensions  of  ETMT  composition  were  proven  several  times  to  have  significant  

influence on a new venture’s growth, profitability, and ability to raise capital (e.g. Beckman et 

al. 2007, Shrader and Siegel 2007, Ensley et al. 2002). However, research on ETMT 

acquaintance is still neglected, even though from new venture creation and ETMT assembly 

processes emerge a variety of team configurations with diverse shared prior histories worth to 

study in further detail (Sonderegger 2010, Kamm and Nurick 1993). 

Only few studies focus on collective antecedents shared by all ETMT members prior 

to founding (e.g. Kor 2003, Franke et al. 2008). Instead, the primary research focus is on HC 

and SC introduced by individual members to the team and their effect on the team’s 

capabilities and the processes and dynamics within (e.g. Amason et al. 2006, Colombo and 

Grilli 2005). It lacks of a holistic team perspective which considers collectively shared 

experiences in the entire ETMT and captures group dynamics and social exchange behavior 

among all members. A team’s acquaintance offers space for further investigation on how prior 

friendship, professional work experience, a combination of both, or no knowledge of each 

other provide a basis for team collaboration in an entrepreneurial context. There has been 

some research with focus on friendships among TMTs and ETMTs (e.g. Francis and Sandberg 

2000, Rank and Tuschke 2010), pre-existing relationships within work groups (e.g. Parise and 

Rollag 2010, Gruenfeld et al. 1996, Peterson and Thompson 1997), as well as social exchange 

processes in group leadership, organizational behavior, and romantic relationships (e.g. 

Gergen 1980, Wilson et al. 2010). Though, in line with Parise and Rollag (2010), we were not 
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able to find research on the impact of diverse prior acquaintance dimensions and pre-existing 

relationships among the ETMT on a new venture’s performance and the stability of the team. 

This paper investigates from a theoretical perspective the different dimensions of an 

ETMT’s acquaintance prior to jointly founding a new venture and its influence on a new 

venture’s performance. We expect the ETMT acquaintance to influence the team’s exchange 

processes, collaboration, and efficiency in varying ways, which then influences the decision-

making process, which then influences firm performance. Moreover, we investigate on the 

influencing factors of ETMT acquaintance on ETMT stability and explore the moderating 

effects of new venture performance. A deductive approach was chosen to derive propositions 

from the combination and advance of existing theories and proven empirical evidence by 

integrating, transferring, and interpreting such theories in a new context. Thus, we aim to 

extend prior research on social networks of entrepreneurial teams (e.g. Greve and Salaff 2003, 

Klyver and Hindle 2007), exchange processes within work teams (e.g. Tse and Dasborough 

2008, Tse et al. 2008), and strategic decision-making in new ventures (e.g. Mazzarol and 

Reboud 2006). We will not consider corporate entrepreneurship activities (Guth and Ginsberg 

1990). 

There are diverse benefits of such a theoretical investigation. First, for scholars and the 

scientific community this theoretical contribution adds to a still open research gap in the area 

of ETMTs. It extends the current state of research by taking a perspective beyond the 

individual level and focusing on shared team-level experiences prior to founding. By taking 

this perspective, capabilities of the entire team as a whole instead of combined individual 

characteristics are in the focus of interest. Second, it contributes to the explanation of the 

highly dynamic entrepreneurial team processes during the start-up phase of new ventures and 

its antecedents. Team dynamics and turnover are critical elements of a new venture’s 

development and understanding their underlying principles can make a major difference. 

Third, the application of SET in an entrepreneurial context allows for new insights into the 
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highly relevant start-up phase by focusing on prior collaboration factors among the ETMT 

and how they can leverage success. Fourth, this study contributes to the assembly process 

research by amending the typical status quo considerations (e.g. current heterogeneity of 

skills, experience, education). We add a backward-looking perspective introducing heritages 

from prior relationships. 

This paper starts by introducing and interpreting major theories and concepts in an 

entrepreneurial context with focus on ETMTs, pre-existing relationships of ETMTs, 

introduced resources, social exchange and team stability. Building on that foundation, we 

develop seven propositions of relationships between ETMT acquaintance, new venture 

performance, and the stability of such teams. Finally, we discuss theoretical and managerial 

implications of these relationships, summarize further considerations and make 

recommendations for further research. 

Social exchange and resources in the context of new 

ventures 

In the following, we provide an overview of the entrepreneurial context of this paper, explain 

how social exchange processes take place in it, introduce different dimensions of ETMT 

acquaintance and discuss determinants of the ETMT assembly processes with focus on team 

acquaintance. 

ETMTs and new ventures 

Within contemporary TMT research literature, several definitions and concepts of a firm’s 

TMTs were introduced, mostly with minor deviations (Carpenter et al. 2004). Differences in 

the definition range from the organizational levels included (e.g. executives, vice presidents, 

business unit heads) (e.g. Patzelt et al. 2008, Beckman et al. 2007), the necessity of an equity 

stake in the firm (e.g. Ensley and Hmieleski 2005, Chowdhury 2005) to active involvement in 

the strategic decision-making process (e.g. Ensley et al. 2002, Chowdhury 2005). In this paper 
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we define the term “top management team” as the group of people in the leading hierarchical 

position of an already operating firm beyond the start-up phase and with high involvement in 

the strategic decision-making process. Furthermore, the “entrepreneurial top management 

team” is defined as a TMT of a new venture which finds itself in the founding, start-up, or 

early growth phase. A strong presence of founders in the ETMT is common due to the young 

age of entrepreneurial firms, but not necessarily required.  

New ventures have to face a set of challenges which arise from their liability of 

newness. This is the lacking of young firms in developing connections to suppliers and 

customers establishing the firm in the market (Stinchcombe 1965). Moreover, financial 

constraints and limited access to resources can negatively impact firm growth and market 

penetration (Musso and Schiavo 2008, Ensley et al. 2002). On the other hand, innovative 

ideas, high flexibility, and fast and informal decision processes offer competitive advantages 

compared to mature firms with more extensive decision-making procedures and slow reacting 

to changing market requirements. New ventures are subject to high dynamics, rapid growth, 

not yet established processes, and emerging and developing organizational structures (Ensley 

et al. 2002, Amason et al. 2006). 

Mahoney (1995) explains that superior returns of firms do not only depend on 

resources available to the firm, but that they are also influenced by the effective and 

innovative management and deployment of such. As ETMTs have especially strong influence 

on  a  new  venture’s  outcomes  (Patzelt  et  al.  2008,  Hambrick  and  Mason  1984),  they  are  a  

favorable subject matter for detailed research. In contrast to TMTs, ETMTs act in less 

developed organizational structures with less formal norms and rules. Therefore, they have 

more influencing power by enacting their personal values, behavior, team play, and leadership 

style on all aspects of the emerging organization (e.g. Hambrick and Mason 1984, Frank et al. 

2007). Moreover, the intrinsic motivation, entrepreneurial vision, and provided human and 

social capabilities introduced by the team members play a major role for a new venture’s 
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development (e.g. Gimeno et al. 1997, Kor 2003). A team’s internal relationships, cohesion, 

ways how to handle conflict, exchange of information and resources, knowledge of each 

other, group dynamics and ultimately the thereby resulting group efficiency have strong 

impact on a team’s ability to govern a new venture and apply reasonable strategic decision-

making (e.g. Ensley et al. 2002, Knight et al. 1999, Amason 1996, Eisenhardt and 

Schoonhoven 1990). Such characteristics of ETMTs are expected to be influenced by a team’s 

acquaintances as they can provide a social basis for such personal interaction. 

Team assembly process and ETMT acquaintance 

New ventures emerge through diverse development stages which follow a sequence of 

transitions (Kamm and Nurick 1993). Within the initial idea stage individuals with a specific 

conscious and well-known shared purpose make decisions about the business concept, 

concept implementation, and organizational setup (Barnard 1962, Kamm and Nurick 1993). 

The idea stage is commonly embedded in the individual’s personal social network and 

frequently leads to non-functional team compositions emerging from existing relationships 

comprising of friends, relatives, or associates from former employees (Kamm et al. 1990, 

Ruef et al. 2003). Team assemblies can be motivated by preferences for individuals and 

perceived benefits from existing relationships, although such motivation can lead to 

neglecting the appropriateness of members’ capabilities (Kamm and Nurick 1993, Scott 1981, 

Katz and Kahn 1978). Other new venture approaches follow the lead-entrepreneur concept 

where an individual recognizes a market opportunity and pursues this idea with or without 

assembling a team around him- or herself, again mostly sourced within his/her own social 

network (Kamm and Nurick 1993). However, prior relationships are the predominant 

approach of new venture FT assemblies. 

Existing literature revealed four relevant dimensions of ETMT acquaintance, namely 

prior friendship, prior-shared professional experience, both friendship and professional 

experience, and no prior acquaintance (e.g. Franke et al. 2008, Parise and Rollag 2010, Kor 
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2003). This is in line with Parise and Rollag (2010) stating that “[…] between any two 

individuals in a group there can be either a work or a friendship tie, or both, or neither” (p. 

879). 

Prior friendship ties within a FT refer to dyadic, close, interpersonal relationships 

between two team members that existed at some point prior to the team assembly process 

during the foundation of the new venture (Parise and Rollag 2010). Such relationships are 

based on shared values, similarities, informal socializing, non-work related frequent 

interactions, and common personal interests (e.g. McDonald and Westphal 2003, Jehn and 

Shah 1997, Suitor and Keeton 1997). Although Jehn and Shah (1997) expect friendship 

relationships to be not exchange-based, we follow other authors who emphasize the 

opportunistic motives of individuals and expect friendships not as totally selfless and not 

completely altruistically motivated (e.g. Murstein et al. 1977, Emerson 1976). 

Prior professional ties within a FT refer to dyadic, task-oriented work relationships 

between two team members that existed at some point prior to the team assembly process 

during foundation of the new venture (Parise and Rollag 2010). Such relationships are created 

and maintained by frequent interactions between individuals in the process of completing 

individual job responsibilities (Parise and Rollag 2010). 

Both relationship dimensions provide an instrumental and emotional support system as 

well as intrinsic rewards for team members (Sias and Cahill 1998).  

Antecedents of social exchange in the ETMT 

“Social exchange theory is among the most influential conceptual paradigms for 

understanding workplace behavior” (Cropanzano and Mitchell 2005, p. 874). Blau (2002) 

adds a set of further relationships where social exchange processes appear, such as between 

friends, colleagues, neighbors, or politicians. As acquaintances are based on prior 

relationships, it is highly required to not discuss the effects of such without considering a 

theory of social interaction. SET provides explanations of the underlying rules and principles 
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on the stability of dyadic relationships and offers insights into the reasoning of individual 

decision-making following diverse motives of resource exchange in their social networks (e.g. 

Cropanzano and Mitchell 2005, Meeker 1971, Homans 1958). Thus, SET can contribute to 

this paper by moving beyond a capability and resource perspective and adding a dimension of 

individually perceived values of relationships as an influential factor for decision-making and 

team behavior. Nonetheless, SET in this paper is directly linked to a resource-based view as 

relationships explained via SET are to be seen as tacit SC resources available to the firm and 

as interpersonal processes are based on the exchange of resources (Foa and Foa 1980). Social 

exchange is a subset of economic exchange (Ekeh 1974), but with the major distinction of 

unspecified obligations and no predefined nature of an expected return (Blau 2002). “Only 

social exchange tends to engender feelings of personal obligation, gratitude and trust; purely 

economic exchange as such does not” (Blau 2002, p. 94). 

Private and workplace interpersonal connections lead to social exchange relationships 

(Shore 2004, Di Domenico et al. 2009). SET expects relationships to be exchange-based, i.e. 

tangible and intangible valuable resources are exchanged between two interacting partners 

following a set of exchange rules (e.g. Cropanzano and Mitchell 2005, Homans 1962). Such 

rules are guidelines of the relationship and definitions of a normative frame in which the 

exchange  relation  takes  place  (Emerson  1976).  The  involved  parties  evaluate  the  costs  and  

rewards associated with being in a social exchange relationship along with an available 

comparison level. Such a comparison level influences the relationship’s stability and is 

determined by the expectation what a party feels to deserve, barriers to leave the relationship, 

and the availability of alternatives (Blau 2002). 

Rules of exchange are commonly based on expectations of “tacit reciprocity” which is 

seen by Cropanzano and Mitchell (2005) to be “the best known” (p. 875) rule. Reciprocity is 

differentiated into three dimensions (Gouldner 1960). First, “transactional patterns of 

interdependent exchange” defines exchange processes to stem from supplied benefits by one 
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party and the intrinsic reaction by the other party in a “give and take” manner which results in 

a self-reinforcing and stabilizing circle of exchanges (Cropanzano and Mitchell 2005). 

Second, “folk belief” is defined by Gouldner (1960) as the assumption of penalties for 

unhelpful team members, increased probability to receive help in the future for helpful team 

members, and the achievement of a balanced equilibrium of mutual exchanged resources over 

time. Third, “moral norm” is about exchange orientation and ideology (Cropanzano and 

Mitchell 2005). Team members with high exchange orientation more carefully track 

obligations and try to maintain the reciprocity of relationships (e.g. Witt 1991, Cropanzano 

and Mitchell 2005). 

There are other studies emphasizing on “negotiated rules” as they often appear in 

workplace relationships and are more explicit (sometimes contractual), are based on well-

understood duties and obligations, and have a sense of economic transactions (e.g. Cook and 

Emerson 1978, Molm 2003). Further rules adhere to motivations of rationality, altruism, 

group  gain,  status  consistency,  or  competition  (Meeker  1971).  Such  rules  can  be  employed  

simultaneously (Cropanzano and Mitchell 2005) and thereby can lead to goal conflicts. 

Foa and Foa (1980) emphasize on interpersonal behavior as exchange of resources. 

The exchanged resources can be positioned on a continuum reaching from material to socio-

emotional forms, which can be e.g. money, goods, information, services, love, friendship, 

expression of esteem, or status. They define economic resources as more tangible and 

practical to meet financial and materialistic needs and socio-emotional resources as 

satisfaction for social and esteem needs such as being valued or being treated with dignity. 

“All contacts among men rest on the schema of giving and returning the equivalence” 

(Blau 2002, p. 1). Over time, trust (expectation that the exchange relationship is sustained) 

and mutual commitments are results from favorable social exchange relationships (Blau 2002, 

Howes et al. 2000). Masterson et al. (2000) and others found that individuals tend to return 

benefits they received and acknowledge goodwill within social exchange relationships. 
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Trusting other team members allows for personal obligations without bearing the risk of non-

reciprocity and thus secures stable relationships (e.g. Gouldner 1960, Gergen 1980). When the 

“marginal utility of additional benefits is no longer worth the cost of obtaining them” (Blau 

2002, p. 90), the volume and quality of exchange relationships between two parties becomes 

stabilized.  

Following Blau (2002) and Tse and Dasborough (2008), we expect the type and 

character  of  relationships  to  have  an  effect  on  the  process  of  social  exchange  between  two  

individuals. Thus, we expect different outcomes from the four acquaintance types on new 

venture performance and team stability due to differences in availability, distribution, and 

utilization of resources and the existence of trust. 

Leveraging resources in the ETMT 

In the context of new ventures, a perspective on the exchange of human resources highlights 

the impact of entrepreneurs’ and managers’ characteristics, skills, and experiences on a firm’s 

capabilities, resources, and competitive advantages (Kor 2003). Similarly, Freiling et al. 

(2008) point out the relevance of entrepreneurship, accompanied competences, and dynamic 

capabilities due to the shaping and aligning influence of entrepreneurial characteristics on an 

early-stage venture. Such managerial characteristics with focus on human capabilities are 

interpreted as resources available to the firm and are commonly differentiated in the research 

literature into HC and SC. 

While HC accounts for individual’s skills, knowledge, and abilities (Becker 1964), SC 

refers to the bridging and bonding capabilities of individuals and is seen as a key component 

of entrepreneurial networks (Burt 1995) and as a crucial success factor for starting a new 

venture (Greve and Salaff 2003). Bridging is known as external ties to individuals or 

organizations which can be gathered and enhanced by a solid career history, industry 

experience, or friendships, and offer important access to external information and resources 

(e.g. Stuart et al. 1999, Adler and Kwon 2002). Bonding is known as internal ties to 
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colleagues or team members. They can facilitate cooperative relationships and team cohesion 

and reduce conflict (Beckman et al. 2007, Adler and Kwon 2002). Social dynamics within 

ETMT group collaboration were often found to have a mediating effect in the relationship 

between HC/SC and a new venture’s outcomes via team conflict (affective and cognitive) and 

cohesion (e.g. trust, sense of belonging, potency, consensus, commitment) variables (e.g. 

Ensley and Hmieleski 2005, Ensley et al. 2002, Chowdhury 2005). Both bridging and 

bonding are important requirements for entrepreneurs to attract VCs and improve a new 

venture’s performance by leveraging social ties (Vissa and Chacar 2009, Beckman et al. 

2007). An ETMT’s acquaintance is expected to contribute to the bonding dimension. 

The UET (Hambrick and Mason 1984) is applied frequently in the ETMT research 

area. Within this theory, Hambrick and Mason (1984) originally assumed a link between 

primarily observable demographic managerial characteristics (HC and SC) of TMT members 

which determine their cognitive structure, strategic choices, and organizational outcomes. 

Individuals filter, interpret, and respond to information gathered from their environment and 

social contacts determined by distinct cognitive structures which are influenced by an 

individual’s demographic characteristics, education, and experiences (Patzelt et al. 2008, 

Hambrick and Mason 1984). Following this argumentation, UET expects the composition of a 

firm’s TMT as a key determinant of an organization’s outcomes and important influencing 

factor of corporate performance (Carpenter et al. 2004). Carpenter et al. (2004) summarize 

interim research results and enhance the model of Hambrick and Mason (1984) by adding 

organizational and environmental antecedents, advance the ETMT characteristics among 

others by social and interpersonal components, and introduce moderator and mediator 

variables representing aspects of social team-based interaction. Such social variables are 

expected to be influenced by an ETMT’s prior-shared professional experience and friendship 

as underlying determinants of existing social bonds and exchange processes. Moreover, 

organizational outcomes are differentiated into strategic, performance, and board-related 
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outcomes. The latter refer to turnover and team composition and point out the dependency of 

such from diverse team-specific variables. 

This  leads  to  the  assumption  that  a  perspective  on  the  exchange  of  resources  

contributes to the explanation of the relationship between an ETMT’s acquaintance and the 

associated resources in a first step and a new venture’s performance and stability of the 

ETMT in a second step. 

Stability and turnover in the ETMT 

Over the years, a new venture’s ETMT is subject to team turnover and cannot be seen as an 

everlasting stable construct. A variety of reasons were found and discussed in the research 

literature on why members depart from and add to existing teams. 

Finkelstein and Hambrick (1990) and Wiersema and Bantel (1992) found the 

composition and number of members in a TMT to change frequently in order to adapt to new 

corporate challenges and strategic change. This is underlined by Boeker (1997) and Wiersema 

and Bantel (1993) who perceive TMT change as an adaptive mechanism and explain team 

turnover by a changing demand for TMT skills, experiences, and capabilities due to a 

changing environment and new rising challenges. Available functional skill sets might no 

longer meet the requirements of the corporate environment and therefore lead to the exchange 

of team members. 

Moreover, there is empirical evidence that low performing team members are more 

likely to leave a firm and contribute to turnover (e.g. Schefczyk and Gerpott 2001, McEvoy 

and Cascio 1987). Either owners, the team, or investors force the member to leave in order to 

substitute by a more promising candidate or the member decides to leave on his/her own in 

order to get rid of a situation where he/she can’t contribute to the new venture in a way the 

team expects from him/her (Chandler et al. 2005). 

The maintenance of stable social exchange requires ongoing effort and reciprocity 

(Gouldner 1960). Broken exchange relationships or the violation of expectations can lead to 
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individually perceived high costs compared to the benefits from being part of the ETMT (e.g. 

Blau 2002, Emerson 1976, Maslyn and Uhl-Bien 2001). Thus, especially in the case of 

attractive alternatives available, departure of members can be the consequence. 

Strong investors (e.g. VCs, angel investors) which hold an equity stake which allows 

for enforcing their claims are another common source of team turnover (Boeker and Wiltbank 

2005). Economic difficulties, new strategic directions, or reaching certain maturity stages can 

be crucial determinants of the investors’ team composition decisions in order to meet 

expected and necessary capability demands within an ETMT (Schefczyk and Gerpott 2001). 

Further factors such as external job opportunities can force team members to leave a 

team and take advantage of a new opportunity. Reasons can be either the high quality and 

skill sets of potentially leaving team members (Beckman et al. 2007), which are strongly 

demanded by the market, or a lack of social integration into the current ETMT which leads to 

an unsatisfying situation in the current firm and can be resolved by moving on to new 

opportunities. However, turnover can additionally lead to internal promotion opportunities on 

the one hand and additional workload on the other hand for those who remain (Krackhardt 

and Porter 1985). 

Beckman et al. (2007) expect tenure heterogeneity within the ETMT to have a positive 

effect on the firm when the information and capability benefits from diverse team members 

outweigh  potential  conflict  in  group  dynamics  such  as  lack  of  tacit  cohesion  or  frictions  in  

communication processes (e.g. Smith et al. 1994). The replacement of ETMT members can 

become a costly affair as efforts for recruiting, hiring, introduction phases, and low initial 

productivity arise (Dess and Shaw 2001). Moreover, compensation fees and the loss of tacit 

knowledge and experience with the firm have to be taken into account. 
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Effects of different acquaintance types 

We  build  on  profound  empirical  evidence  in  ETMT  research  and  combine  HC  and  SC  

research findings with a social exchange perspective to account for the interpersonal 

dynamics influenced by pre-existing relationships among team members. Seven new 

propositions will be derived which give an indication how different acquaintance dimensions 

will influence the performance of a new venture and the stability of the ETMT. A concluding 

integration of the proposed effects leads to a two-step model explaining how differently 

acquainted teams are expected to manage their venture’s economic success and how they 

develop over time. We argue that it is critical to understand individual team members’ 

perceptions and experiences of their exchange relationships with other team members. Figure 

4 shows the theoretical causal model of how ETMT members with a certain acquaintance type 

develop ongoing reciprocity as a basis for well functioning dyadic relationships, influenced by 

the context and external factors. A change in context for example is a prior friendship 

relationship in a private context which now has to prove its stability in a new business 

context. External factors refer to the change of external comparison levels perceived by 

individuals which determine the benefits of an existing relationship compared to potential 

alternatives. Moreover, Figure 4 explains how reciprocity is subject to continuous evaluation 

and change in stability and ultimately influences new venture performance via team 

effectiveness and team stability. This model derived from SET is the foundation for our 

subsequent argumentation. A graphical summary of the following propositions development 

is shown in Figure 5. 

How the ETMT acquaintance influences a new venture’s performance 

In  general,  the  knowledge  of  each  other  reduces  the  risk  of  uncertainty  when  assembling  a  

new  venture  ETMT  and  allows  for  more  profound  decisions  for  individuals  to  join  or  stay  

away from such a team. We expect the different dimensions of ETMT acquaintance to 

influence the new venture’s performance in varying ways (e.g. Balkundi and Harrison 2006, 
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Sparrowe et al. 2001). As shown in Figure 4 and drawing on SET, this effect is expected to be 

mediated by a relationship’s reciprocity and decision-making processes. Reciprocity is in 

addition moderated by the existence of trust, commitment, cohesion, and cognitive conflict 

which come along with stable exchange relationships on the one hand and affective conflict 

and mistrust which come along with violation of reciprocity on the other hand. Thereby, we 

contribute to Penrose (1959) who sees managers’ knowledge about each other in upper ranks 

of the firm as a “binding constraint” that influences an entrepreneurial firm’s growth by being 

more precise and differentiating between diverse dimensions of acquaintance. 

 

Figure 4 – The mediating role of reciprocity in the relationship between different ETMT acquaintances and new venture 
performance and team stability  

 

 

As  known  from  prior  research,  stable  relationships  within  the  team,  trust  and  

commitment regarding the other team members, tacit knowledge about the other team 

members’ skills and habits, and enhanced socialization stemming from acquainted team 

members lead to reduced goal conflict, effective communication, team cohesion, and efficient 

team processes (e.g. Eisenhardt et al. 1997, Pelled et al. 1999, Eisenhardt 1989, Harrison et al. 

1998, Smith et al. 1994). In contrast, not meeting the other team members’ expectations with 
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respect to individual performance, dedication, skills, or attitude, and therefore breaking rules 

of  reciprocity  and  “abusing”  received  trust  based  on  expectations  from  the  other  team  

members’ perspective can lead to the opposite effects (e.g. Morrison and Nolan 2007, Berman 

et al. 2002).  

The strategic decision-making processes as a primary task of ETMTs play a major role 

as a determinant of new venture performance (Hambrick and Mason 1984). Complex 

problems have to be solved and critical decisions have to be made among the ETMT of a new 

venture under uncertain environments and incomplete information (Schweiger et al. 1986). 

There is an ongoing challenge of sharing, evaluating, and interpreting information and 

addressing strategic issues from diverse perspectives. Team members have different opinions 

based on experiences made and as a result they infer different assumptions and 

recommendations (e.g. Mintzberg et al. 1976, Stagner 1969). Thus, the ETMT needs to align 

these perspectives collectively and come to strategic decisions in the best favor of the new 

venture. Cognitive conflict, debate within the ETMT, and constructive argumentation allow 

for a systematic evaluation of assumptions and perspectives (Mason and Mitroff 1981). Such 

prerequisites are facilitated by commitment and trust within a team, knowledge about 

individual’s habits, perceptions, and skills, as well as a cohesive overall relationship as it 

comes along with prior acquaintances (Stasser et al. 1995, Gruenfeld et al. 1996, Peterson and 

Thompson 1997).  

Prior friendship relationships 

Friendships are usually based on a set of shared values, personal interests and similarities (e.g. 

McDonald and Westphal 2003, Jehn and Shah 1997). Frequent interactions bear a mutual 

understanding of each others’ individual skills, abilities, behavior, habits, and knowledge (e.g. 

Gruenfeld et al. 1996). Informal reciprocity due to mutual attraction leads to experience with 

each other and results in trust,  commitment,  and implicit  coordination over a period of time 

(Parise and Rollag 2010, Rico et al. 2008). Such prerequisites are beneficial for cooperative 
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work in teams (Jehn and Shah 1997), especially in an entrepreneurial context with emerging 

complexity and frequent coordination. Trust reduces efforts to monitor other team members 

(Gruenfeld et al. 1996), tacit knowledge about each other allows for anticipating typical 

behavior, and sympathy reduces the risk of affective conflict. All effects are highly relevant 

for effective decision-making processes and ultimately for the new venture’s performance, as 

proven by several empirical findings (e.g. Eisenhardt 1989, Ensley et al. 2002). 

However, good and strong friendships bear a risk of groupthink and excessive 

socializing (e.g. Gruenfeld et al. 1996, Langfred 1998) which can limit the openness for 

reasonable criticism regarding other team members, external environmental dynamics, new 

influences, change, and adjustment of focuses. Researchers found contradictory results 

regarding beneficial and detrimental effects of friendship and their cohesion on team 

performance (e.g. Peterson and Thompson 1997, Kratzer et al. 2005). Moreover, starting a 

work relationship with prior friends can lead to a series of risks due to a switch of the context. 

Well-established tacit rules and expectations of a friendship cannot always be directly applied 

to a business context (Morrison and Nolan 2007). While friendships base on loyalty, attention 

for each other, helpfulness, or the willingness to prevent any harm from a friend (Uphoff 

2000), professional relationships adhere more to economic rules than to socio-emotional ones. 

The relationship becomes more formal and extrinsically motivated, expectations and 

obligations become specific due to clear job descriptions, and reciprocity has to adhere to the 

requirements of the business model. First, individual economic targets can lead to situations in 

which friendship has to subordinate and reciprocity expectations might be violated. Or 

alternatively, very strong friendship bonds can lead to prioritization in favor of relationship 

maintenance instead of task fulfillment (Shah et al. 2006, Kratzer et al. 2005, Peterson and 

Thompson 1997). Second, a lack of shared professional experience will raise new challenges 

in working together as a team and the advantages of a prior friendship are diluted by the risk 

of misfit and familiarization effort on a business level. Third, expectations originated in the 
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friendship regarding reciprocity and relationship rules might not be sustained in a professional 

context and again weakens the positive effects (Argyle and Henderson 1984). We expect such 

threats for the stability of a friendship to have even worse impact, as conflict on a professional 

level might be attributed to the friendship and thus can lead to affective conflict due to 

feelings  of  emotional  disappointment,  violated  reciprocity,  and  breach  of  trust.  For  ETMTs  

with prior friendship history it is not uncommon to found a new venture primarily motivated 

by the perceived benefits of existing prior relationships and only secondarily by market 

opportunities or innovations (Kamm and Nurick 1993, Scott 1981, Ruef et al. 2003). Thereby 

a profound team assembly process and the fit and heterogeneity of skills might be neglected 

or at least have secondary priority. 

Summarizing our theoretical considerations, we expect the opportunities and threats of 

prior friendship relationships to cancel each other out and thus state the following proposition: 

 

Proposition 1a: The share of pre-existing relationships within an ETMT based on friendship 

has no influence on new venture outcomes. 

 

Prior professional relationships 

Prior-shared professional work relationships are mainly based on formal reciprocity relations. 

Due to task and job descriptions and pre-defined relations via e.g. hierarchies, the exchange of 

resources, both economic and socio-emotional, takes place in a much more defined and 

specified context than in solely friendship-based relationships. The reciprocity of such 

relationships in an ETMT context is expected to be violated only seldom due to a proven 

experienced track record with each other and maintenance of the same context of professional 

team work in which past experiences were made. The tacit socio-emotional factors of 

friendships influencing the cost and benefit analysis of the exchange relationship in a way 

which might not be in the best interest for the new venture (Berman et al. 2002, Gruenfeld et 
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al. 1996) do only have limited influence in primarily professional settings. Although, changes 

or unmet expectations regarding commitment, motivation, and dedication can reduce 

perceived benefits of an exchange relationship similarly. 

We expect the assembly of ETMTs with prior professional experience to stem from 

three motivations. First, the existing relationship provides the team with familiarity about 

each other regarding skills, knowledge, capabilities, work behavior, communication habits, 

pre-established trust and commitment, implicit coordination, priority setting, and common 

belief via prior discussions and debates (e.g. Penrose 1959, Chattopadhyay et al. 1999, Parise 

and Rollag 2010). This reduces efforts for monitoring other team members, reduces risks in 

self-disclosure, saves time in coordination, and allows for more efficient decision-making 

processes (Kor and Mahoney 2000). Especially in dynamic environments of entrepreneurial 

ventures, focus on business challenges rather than on interpersonal conflict or group issues is 

of utmost importance (Jackson 1992, Eisenhardt and Schoonhoven 1990). Second, a team 

with prior professional experience who decides to found a new venture together has most 

probably already proven efficiency and productivity in working together (Beckman et al. 

2007, Parise and Rollag 2010). Third, the focus during the team assembly processes is most 

likely more on skill heterogeneity and fit than on attraction or socio-emotional motivations. 

These assumptions are in line with Eisenhardt and Schoonhoven (1990) and Roure and 

Maidique (1986) who found empirical evidence for a positive relationship between previous 

joint work experience and venture success. Kor (2003) adds that “generic experience in 

teamwork cannot substitute for the experience of working with specific managers in a 

particular firm” (p. 709) because each team is unique in its functioning. However, such teams 

always bear the risk of groupthink tendencies in strategic decision-making and thereby 

neglecting new growth opportunities, out-of-the-box thinking, and questioning each other. 

Summarizing our theoretical considerations, we expect the opportunities of prior 

professional relationships to have a strong positive effect on team efficiency and exceed their 
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threats due to the fit between past experiences and team work requirements within the new 

venture. Thus, we state the following proposition: 

 

Proposition 2a: A high share of pre-existing relationships within an ETMT based on shared 

professional experience leads to high new venture outcomes. 

 

Prior professional friendship relationships 

The herein before mentioned two dimensions “prior friendship” and “prior-shared 

professional experience” can also appear simultaneously within an ETMT setting. Such 

“professional friendships”, as we will name it subsequently, originate from either colleagues 

who became friends or friends who decided based on mutual sympathy to work together prior 

to founding a new venture and apparently were successful in working as a team (Sias 2005). 

In general, we expect the above discussed facets of prior relationships to have similar 

or increased effects in a professional friendship relation with some exceptions. First, the 

downside from reciprocity expectations transferred from solely friendships to a new business 

context is diminished by proven team efficiency and successful collaboration from prior work 

experiences (Beckman et al. 2007, Parise and Rollag 2010). However, there is still a risk of 

conflict emerging from different prioritization of individual economic targets versus the 

fulfillment of friendship reciprocity expectations. Second, a professional friendship provides a 

basis of sympathy and team fit on all levels. Compatibility and similar expectations regarding 

skills and abilities as well as trust and commitment are assured (e.g. Gruenfeld et al. 1996, 

Kor and Mahoney 2000, Ensley et al. 2002). Third, team members face the challenge to agree 

collectively upon a border between professional and friendship issues (Morrison and Nolan 

2007). This ambition again emphasizes the threat of underlying friendship relations 

influencing individual’s decision-making in a way which might not be ideal in the interest of 

the new venture (Berman et al. 2002, Gruenfeld et al. 1996). Fourth, group thinking and 
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extensive socializing might be even worse in professional friendship relationships (Gruenfeld 

et al. 1996, Langfred 1998). Morrison and Nolan (2007) name several potential negative 

effects such as distraction from work, blurring of boundaries, and having to devote working 

time to a friendship. 

Altogether, we expect the opportunities of professional friendships to be more 

influential than their threats and thus state the following proposition: 

 

Proposition 3a: A high share of pre-existing relationships within an ETMT based on 

friendship and shared professional experience leads to high new venture outcomes. 

 

Unacquaintance 

In  addition  to  ETMTs  with  prior  relationships  we  also  need  to  consider  setups  where  team  

members are not acquainted at all. Such compositions can emerge from external investors 

with a business idea or corporate endeavors of founding a subsidiary and assembling a team 

of unacquainted people to fit a required set of skills and experiences. 

Gouldner (1960) names the initial phase of getting acquainted “starting mechanism” 

which is an indispensable but critical necessity for unacquainted ETMTs before developing 

internal  bonds.  It  helps  to  initiate  social  interaction  and  is  based  on  the  rules  of  reciprocity.  

While unacquainted members typically fear the risk of not receiving any gratitude in return 

when offering their valuables due to not yet established trust relations, the expectation of 

reciprocity helps them to overcome such fear and initiate an exchange relationship 

(Cropanzano and Mitchell 2005, Gouldner 1960).  

However, such starting mechanisms bear a high risk of uncertainty for the team 

members and for the relationship outcomes. First, personal interaction-enhancing factors such 

as trust, cohesion, and knowledge about each other’s skills and habits do not exist from the 

beginning and thus can lead to major personal and organizational frictions during the 
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founding phase (e.g. Cropanzano and Mitchell 2005, Peterson and Thompson 1997, Gruenfeld 

et al. 1996). Second, relationship building, sympathy, individual valuation of reciprocity, and 

the maintenance of exchange relationships depend on diverse influencing HC and SC factors 

and resources such as shared belief and values, similarities, scarce resources and abilities, 

access to information, or possessing of capital (e.g. Wagner et al. 1984, Aronson 1984, Foa 

and Foa 1980). Nevertheless, the favorable existence and composition of such is subject to 

high uncertainty, and thus functioning reciprocity of interpersonal relationships as an 

important prerequisite for trust, commitment, and efficient decision-making cannot be 

ensured. Instead, the risk of affective conflict rises. This has been proven by several studies to 

have a detrimental effect on group efficiency (e.g. Ensley et al. 2002, Ensley and Pearce 2001, 

Ensley and Hmieleski 2005). Many individuals tend to approach new exchange relationships 

based on negotiated rules because they are initially primarily concerned with their own 

interests (Flynn 2005). Third, the effort to build trust and commitment among team members 

needs time and goes along with initial inefficiencies. Taking the time for functional 

integration and adaptation, considerable socialization, and a clear collective understanding of 

roles, tasks, and responsibilities are of major importance (Kemery et al. 1985, Heinen and 

Jacobson 1976). Moreover, unacquainted team members are as likely to be concerned with 

social acceptance as they are with task performance (Schachter 1959, Gruenfeld et al. 1996). 

However, within unacquainted ETMTs no underlying expectations exist which can be 

violated and influence individual decision-making detrimental to economic targets. 

Although Shah and Jehn (1993) and Jehn and Shah (1997) expect unacquainted teams 

to perform worse than acquainted teams, summarizing our theoretical considerations we 

expect  the  development  of  unacquainted  teams  to  be  rather  a  matter  of  the  combination  of  

individual HC and SC aspects than of unacquaintance itself. As individuals differ in character, 

personality,  and  HC and SC,  the  outcomes  of  developing  relationships  are  expected  to  be  a  

function of such (e.g. Wagner et al. 1984, Aronson 1984, Foa and Foa 1980). Thus, no general 
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valid proposition can be formulated for unacquainted teams as such. However, it is likely that 

diverse relationships develop from unacquainted teams and members of such ETMTs have a 

shared-relationship history after a while. 

How a new venture’s performance moderates the influence of ETMT 

acquaintance on ETMT stability 

In  terms  of  an  ETMT’s  stability  over  time,  we  expect  the  different  dimensions  of  ETMT  

acquaintance to be influential – moderated by the new venture’s performance. By drawing on 

SET, we expect the nature and change of exchange processes and their resources to have 

major influence on the departure and addition of team members (e.g. Gouldner 1960). In the 

context of this paper, economic and socio-emotional exchange processes have to be taken into 

consideration. While economic exchange is relevant for the purpose of the new venture, group 

work, and formal exchange of services, socio-emotional exchange is relevant for the overall 

atmosphere and exchange quality (Foa and Foa 1980). Changes in both exchange relations 

can lead to team turnover when reciprocity is not maintained in a way it was originally 

expected (e.g. Blau 2002, Cropanzano and Mitchell 2005). 

Team members  compare  their  benefits  to  be  part  of  the  team,  their  associated  costs,  

and the alternatives they have whether or not to stay and contribute to the ETMT. Besides, the 

other team members compare the benefits, costs, and alternatives of a team member and 

decide whether or not to keep him/her or initiate an expulsion. As economic success is usually 

a primary target of a new venture and team members have an economic claim (e.g. Vissa and 

Chacar 2009, Eisenhardt and Schoonhoven 1990), it appears clear to expect the new venture’s 

performance to moderate the ongoing benefit and cost analysis of reciprocity of individuals by 

entailing the benefits (see Figure 4). 

Moreover, the perceived quality and value of resources can change over time as 

requirements, necessities, and demand vary with the environmental dynamics and the firm’s 

maturity and strategy. Thus, the stability of team relationships can be subject to violation 
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when exchanged resources change in value and benefit for individuals. New team members 

can introduce necessary valuable skills and existing team members can depart due to obsolete 

competences. 

Prior friendship relationships 

We expect friendships to have a higher stabilizing effect in ETMTs than other team 

acquaintances as friends benefit not only from economic exchanges but also from socio-

emotional exchange and they have an interest to maintain a team cooperation in order to not 

violate or harm the underlying friendship (e.g. Kelley and Thibaut 1979, Morrison and Nolan 

2007, Gruenfeld et al. 1996). The costs of breaking up a friendship are much higher than for 

unacquainted members and reasonably higher for professional relationships due to its 

additional emotional value (e.g. Francis and Sandberg 2000, Argyle and Henderson 1984). 

However, friendships can lead to excessive group thinking or new team members which were 

not part of the prior friendship relationship might be neglected or not sufficiently integrated 

which can result in conflict, low commitment, and low motivation for the new hires 

(Gruenfeld et al. 1996, Langfred 1998). While high new venture performance is an indicator 

of an effective team composition and will lead to stable team setups independent of the 

acquaintance type, low new venture performance raises questions of the economic 

sustainability of the business model and the appropriateness of the team composition. We 

expect friends at first to make use of diverse economic levers before taking the risk of 

sacrificing the friendship by blaming individual team members or questioning the team 

composition in total and therefore contribute to team stability. Besides, the threshold to harm 

friends in general is higher compared to strangers (Newcomb and Bagwell 1995). Due to 

strong socializing and group thinking, the addition of new team members is also expected to 

be a subordinated lever to extend available resources in the process of meeting changing 

corporate skill demands. 
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However, the already described breach of reciprocity in a new context has especially 

negative impact within prior friendship settings (Morrison and Nolan 2007). Persistent 

disappointment of expectations can turn positive attitudes into very negative ones and 

increase the need to get rid of a former friend (Shah and Jehn 1993). Moreover, the 

dependency of an effective functioning ETMT on an individual’s skills and experience is 

expected to be low in ETMTs with prior friendships. As proposed by Kamm and Nurick 

(1993), such teams are commonly assembled primarily by personal sympathy and secondly by 

the fit and heterogeneity of skills. Thus, team stability is not expected to heavily rely on 

resource dependencies within friendships. Instead, the need for further resources and skills 

might influence an ETMT’s stability negatively. 

Summarizing our theoretical considerations, we expect the cohesive bonds of prior 

friendship relationships to dominate the potential downsides from lacking skill heterogeneity 

and thus state the following proposition: 

 

Proposition 1b: A high share of pre-existing relationships within an ETMT based on 

friendship leads to high ETMT stability, independent of the new venture’s performance. 

 

Prior professional relationships 

We expect ETMTs with prior-shared professional experience to be more extrinsically 

motivated by profit seeking and utilizing the combination of skills of team members to join a 

team rather than intrinsically by maintaining or building emotional relationships and act out of 

altruism (Zafirovski 2001). Thus, as the ETMTs stability is expected to be influenced not only 

by the type of team acquaintance but also by the new venture’s performance, this especially 

holds true in the case of prior professional experience. This assumption is based on the team 

assembly motivation itself, as the focus of founders obviously is on matching skills and 

abilities necessary to operate successfully and reducing the risk of uncertainty when choosing 
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to cooperate with former colleagues (Beckman et al. 2007). A direct measure of the 

effectiveness of their team composition and trigger to initiate team member addition and 

departure, when necessary, is the new venture’s performance. 

ETMTs with shared professional background are more aware of what they can expect 

from their team members in a business context. The benefits of reciprocity from prior 

professional relationships are carried over to the new venture and leveraged as an important 

prerequisite in dynamic entrepreneurial environments (Roure and Maidique 1986, Jackson 

1992, Eisenhardt and Schoonhoven 1990). Such underlying bonds are the foundation for 

stable work relationships, as interpersonal dependencies on the other’s skills and abilities 

make the whole team become effective only if all members contribute collectively to the 

group work with their unique and complementary resources (e.g. Greve and Salaff 2003). 

However, there is still a risk for instability by violated reciprocity if individuals do not 

bring the expected performance, quality, or effort and need to be replaced (Schefczyk and 

Gerpott 2001, Chandler et al. 2005, McEvoy and Cascio 1987). Skill demands are easy to 

identify and requirements to find appropriate replacements at the market are mostly 

transparent. Moreover, individual cost and benefit analyses can lead to departure if individual 

economic targets are not reached or external opportunities appear more attractive (e.g. 

Beckman et al. 2007). As no underlying friendship relations or further well-being perceived 

from professional exchange relationships appear, the threshold to depart from a team is lower 

compared to friendships. 

Summarizing our theoretical considerations, we expect opportunism to be the primary 

motivation in ETMTs with prior-shared professional experience and thus state the following 

proposition: 
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Proposition 2b: A high share of pre-existing relationships within an ETMT based on shared 

professional experience leads to high ETMT stability combined with high new venture 

performance and leads to low ETMT stability combined with low new venture performance. 

 

Prior professional friendship relationships 

Stability in professional friendships is influenced by both individual opportunism and socio-

emotional value of mutual friendships. We assume the stabilizing friendship factors to 

strongly exceed individual motivations to leave an ETMT due to three reasons. First, high 

costs of breaking a friendship and disappointing the other party’s expectations of loyalty and 

commitment  raise  the  threshold  to  do  so  (e.g.  Francis  and  Sandberg  2000,  Argyle  and  

Henderson 1984). Much more, friends are intrinsically motivated not to harm another friend 

(e.g. Newcomb and Bagwell 1995) and tend to evaluate other options to improve firm 

performance before risking to break a friendship. Second, the probability of disappointment 

regarding reciprocity of commitment, skills, and dedication is even lower compared to solely 

prior friendship or professional relationships. The transparency regarding each other’s 

characteristics increases with the bandwidth of shared experiences on a professional and 

private level. Thus, reciprocity expectations are only unlikely expected to be broken. Instead, 

low new venture performance might be attributed to the business model or external 

constraints. Third, excessive group thinking and socializing, although it is not expected to 

have positive influence on performance, leads to strong internal cohesive bonds and reduces 

the likelihood of team members departing, as well as the likelihood of the ambition to let new 

team members join the team (e.g. Gruenfeld et al. 1996, Langfred 1998). 

Summarizing our theoretical considerations, we expect professional friendships to be 

even more stable than other acquaintance dimensions and thus state the following proposition: 
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Proposition 3b: A high share of pre-existing relationships within an ETMT based on 

friendship and shared professional experience leads to high ETMT stability, independent of 

the new venture’s performance. 

 

Unacquaintance 

As discussed above, we expect the predictability of the development of internal dynamics of 

unacquainted ETMTs not to be feasible without considering further HC and SC aspects. 

Nevertheless, as unacquainted teams have less cohesion and internal bonds we expect them to 

have a higher probability of team turnover in case of low new venture performance (e.g. 

Kamm et al. 1990, Chandler et al. 2005). High new venture performance again confirms the 

appropriateness of the ETMT setup. On the other hand, unacquainted teams mostly originate 

from external investors or corporate spin-offs and thus might be subject to changes in the 

ETMT enforced by the owners due to new management skill requirements in growing firms 

(Boeker and Wiltbank 2005, Rubenson and Gupta 1996). Although there is an above-average 

likelihood of matching skill heterogeneity in unacquainted teams stemming from their 

primary assembly cause, such teams still bear the risk of internal conflict and lacking 

cohesion independent of the performance yield. O'Reilly III et al. (1989) found a direct link 

between low levels of social integration and turnover in work groups. 

Summarizing our theoretical considerations, we expect the effects of unacquainted 

teams in the case of high new venture performance to cancel each other out and thus state the 

following proposition: 

 

Proposition 4b: The share of originally unacquainted relationships within an ETMT has no 

influence on an ETMT’s stability combined with high new venture performance. Combined 

with low new venture performance, a high share leads to low ETMT stability. 

 



ETMT acquaintance – A theoretical investigation of team sustainability and new venture performance 
 

 

Page 101 of 178 

Discussion and conclusion 

Social relations play an important role in establishing a new venture. We explored how such 

acquaintance dimensions differ in their contribution to new venture performance and ETMT 

stability by drawing on SET and explaining mediating variables. The following discussion of 

the deducted propositions and theoretical results includes a summarizing proposition model, 

theoretical implications, further considerations, and suggested research directions. 

The causal relationships of the seven propositions are summarized in Figure 5 and 

have to be interpreted in a way that high, neutral, or low relative effects can be expected under 

conditions where everything else except the ETMT acquaintance dimension remains equal. 

This does explicitly not mean that e.g. ETMTs with prior-shared professional experience 

always yield high performance. Instead, on average they yield relatively higher performance 

compared to equal setups (e.g. same industry, similar resources) with other team 

acquaintances. 

 

Figure 5 – Summary of ETMT acquaintance propositions 
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While the impact of unacquainted ETMTs is beyond the scope of this paper, the other 

three acquaintance dimensions show at least neutral or even positive influence on a new 

venture’s performance. Thus, we can assume that prior relationships in general bring along 

favorable antecedents and the knowledge of each other mostly benefits a firm, but at least 

does not dilute performance. Prior-shared professional experience can build on existing 

experience in the same context with each other and leverage such existing relationships in the 

favor of the firm. An additional friendship among such teams can be beneficial as long as this 

remains not the only acquaintance dimension. Pre-existing stable exchange relationships 

within the ETMT, as they come along with prior acquaintance, seem to be of high importance 

in effectively managing young firms and reaching collectively shared economic targets in an 

entrepreneurial context. 

In  terms  of  an  ETMT’s  stability,  prior  relationships  also  make  a  difference  here.  

Dependent on the perspective taken, team turnover can be seen as beneficial to the firm by 

adjusting the team composition and its managerial skill set to meet new requirements. 

Alternatively it can be seen as a disruption in team relationships stemming from interpersonal 

conflict or violated exchange relationships. However, members within friendships tend to 

stick to the status quo and reduce team turnover. But the motivation of such decisions is not 

always in the best interest of the new venture (Berman et al. 2002). Prior-shared professional 

experiences lead to more economically orientated decisions regarding the team setup without 

accounting for personal private hidden agendas. In contrast to the performance perspective, 

here an additional friendship would not contribute to reasonable decisions. Similar results are 

expected for unacquainted teams, although the turnover rate is assumed to be higher due to 

the risk of establishing stable exchange relationships. Summarizing, prior relationships mostly 

seem to stabilize ETMTs, partly moderated by the new venture performance. But only 

exclusively professional acquainted and unacquainted teams do not run the risk of deciding 

turnover by wrong motives.  



ETMT acquaintance – A theoretical investigation of team sustainability and new venture performance 
 

 

Page 103 of 178 

Theoretical implications 

The herein developed propositions contribute to the understanding of the highly dynamic 

interpersonal processes and their antecedents in ETMTs of new ventures. While several prior 

studies have evaluated and proven the importance of human and social resources in an 

entrepreneurial context (e.g. McGee and Dowling 1994, Schefczyk and Gerpott 2001, Ensley 

and Hmieleski 2005, Beckman et al. 2007), we extended such research by introducing an 

interpersonal perspective. The laws of how such resources are exchanged within ETMTs were 

investigated as a function of prior relationships between team members. This holistic 

approach of focusing on team-level criteria by going beyond the individual-level is expected 

to amend existing theoretical contributions by covering so far neglected team-level effects. 

This requires special attention, as not only the team-level perspective amends to prior studies, 

but also the backward-looking focus on underlying antecedents of relationships instead of 

current individual capabilities adds to the research stream. Moreover, we introduced SET to 

the entrepreneurial research stream which revealed frequently the high relevance of human 

resources and personal interaction in ETMTs (e.g. Ensley and Pearce 2001, Ensley and 

Hmieleski  2005).  Especially  in  combination  with  ETMT  research,  where  the  shaping  

influence of team members on the firm is comparably high, the theoretical exploration of SET 

offers valuable insights into the critical success factor “management team”. We expect the 

quality of underlying exchange relationships to be a critical determinant of how an ETMT is 

able to leverage available resources and apply them efficiently in an entrepreneurial team 

context.  Our  considerations  suggest  different  effects  of  the  ETMT  acquaintance  types  on  a  

new venture’s performance and the team’s stability. 

Further considerations and research directions 

In practice, ETMT acquaintances develop and change over time as professional colleagues 

might become friends, friends become professionally acquainted within the start-up phase, or 

friendships break apart. Thus, the herein stated propositions hold for a short and medium term 
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observation period due to the ongoing change in relationships. Following Blau (2002), 

friendship is a mandatory outcome of stable exchange processes, but we define friendship in 

this paper as strong bonds, attraction, sympathy, mutual commitment, cohesion, and trust 

independent of the workplace context and not only as merely acting in friendly ways or being 

mutually acquainted during professional working (Berman et al. 2002, Kratzer et al. 2005).  

We  carefully  have  to  attribute  effects  to  acquaintance  dimensions  and  distinguish  

between direct and indirect effects. The established exchange relations stemming from 

different acquaintance dimensions are a catalyst for leveraging existing resources available to 

the firm. The exchange and deployment of such is influenced by prior relationships. But we 

have to keep in mind that the composition of resources itself plays a major role for the 

performance of new ventures and the stability of their ETMTs (e.g. Eisenhardt and 

Schoonhoven 1990, Chandler et al. 2005, Ensley and Hmieleski 2005). Further research on 

the interaction of existing exchange relationships and different types of human and social 

resources can be beneficial to enhance the understanding of different facets of exchange 

processes. We suggest digging deeper into the moderating effects of prior acquaintances on 

diverse firm outcomes. 

Indirect effects can additionally stem from external powerful stakeholders and not all 

decisions on team members departing or adding depend on the team itself. Strong investors 

e.g. can force team members to leave or to be substituted. As this setting is expected to be 

quite common for unacquainted teams, lower team stability might not always be induced by 

the team itself. Moreover, the performance of ETMTs with prior-shared professional 

experience can stem from the industry experience they gained and not necessarily from the 

existing knowledge of each other (e.g. Schefczyk and Gerpott 2001, Shrader and Siegel 

2007). Empirical tests are suggested to account for these issues by controlling for relevant 

variables. 
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In order to account for unacquainted ETMTs we suggest pursuing research activities to 

understand how exchange relationships emerge and develop within an entrepreneurial 

management context. As unacquainted team members are in no way familiar with each other, 

it would be of interest how such relationships develop, which factors determine and moderate 

this process, and how the exchange of resources is managed and contributes to familiarization.  

The seven stated propositions are further suggested to be advanced to additionally 

account for survival and insolvency of new ventures as effects on team stability and new 

venture performance are only considered for solvent firms so far. 

Based on this discussion, the theoretical results, and in line with Balkundi and 

Harrison (2006), we suggest to include ETMT acquaintance dimensions in future studies and 

therefore account for mostly neglected antecedents of social structures, shared experiences, 

and the existence and stability of social exchange relationships in ETMTs. 

Conclusion 

Efficient decision-making, flexibility, and appropriate allocation of resources are of utmost 

importance in a world with rising competition, increasing information transparency, and 

growing customer requirements. As young firms depend to an over-proportional extent on 

their top management capabilities (e.g. Gimeno et al. 1997, Kor 2003), the assembly process 

of such can become a critical competitive advantage. This paper contributes to team assembly 

questions by focusing on team antecedents, existing catalysts, and proven social processes 

below the visible corporate surface. While prior research mainly focused on visible and 

tangible hard facts of team demographics (e.g. Shrader and Siegel 2007, Amason et al. 2006), 

we think it is time to go beyond this point and explore the yet neglected area of intangible and 

tacit determinants of team efficiency and performance. 
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Prior relationships as antecedents for team 

stability in ETMTs during the start-up phase 

Abstract 

This paper aims to explore how existing exchange relationships leverage team stability and 

how new venture performance moderates these relationships. Five hypotheses are developed 

and a statistical model is tested via a logistic regression approach based on a sample of 335 

German new ventures. We find prior friendship, professional, and professional friendship 

relationships to significantly contribute positively to an ETMT’s stability, compared to 

nonexistent prior relationships. Moreover, prior professional relationships contribute to team 

stability especially in cases of low performance and prior professional friendships contribute 

to team stability especially in cases of high performance. 

 

Keywords: acquaintance, prior relationships, friendship, professional, work, founder exit, 

performance, entrepreneurship, team stability, new ventures 
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Introduction 

The composition of ETMTs is one of the success-determining questions a founder or FT with 

a business idea considered worth to pursue has to answer during the creation process of a new 

venture (e.g. Ensley and Hmieleski 2005, Kamm and Nurick 1993, Ruigrok and Tacheva 

2004). It is especially the shaping and aligning influence of ETMTs on a young firm’s 

organizational structure which is a crucial success factor of a new venture’s performance 

(Hannan et al. 1996). 

Some founders recruit co-founders through private personal ties and see themselves in 

the  position  to  manage  and  shape  the  operating  young firm on  their  own.  Such  ETMTs are  

frequently formed using non-functional considerations, such as similarity and proximity 

between members or prior private acquaintances (Ruef et al. 2003). Others prefer to remain 

on the “backseat” as non-operative shareholders and assemble an operative ETMT with the 

primary aim to cover all necessary skills and capabilities and make them available to the new 

venture (Forbes et al. 2006, Gorman and Sahlman 1989). Such founders frequently recruit 

their management teams via functional ties with focus on compatibility of skills and 

experiences and leverage social professional networks to overcome a lack of SC and HC 

within the new venture (Greve and Salaff 2003, Kamm et al. 1990, Kamm and Nurick 1993). 

These different assembly pathways lead to diverse configurations of ETMTs in 

practice with different knowledge about each other and diverse acquaintance types based on 

prior shared experiences among the team. For this study we extracted from a literature review 

the four main types of dyadic acquaintances among teams. Namely these are prior friendship 

relationships, prior professional (or work) relationships, prior professional and friendship 

relationships (a combination of both), and unacquaintance. These four types have been found 

by prior researchers to represent a mutually exclusive and collectively exhaustive set of major 
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relationship types between two individuals (e.g. Parise and Rollag 2010, Rank and Tuschke 

2010). Every dyadic relationship can be assigned to exactly one of these types. 

While several definitions of a firm’s TMT were introduced within contemporary 

research literature (e.g. Beckman et al. 2007, Chowdhury 2005, Ensley and Hmieleski 2005, 

Patzelt et al. 2008), we use the term TMT for management teams in the leading hierarchical 

position of an already operating firm beyond the start-up phase and with high involvement in 

the strategic decision-making process. Thus, the ETMT is defined as a TMT of a new venture 

which finds itself in the start-up or early growth phase. As stated above, a strong presence of 

founders in the ETMT is common due to the young age of entrepreneurial firms, but not 

necessarily required.  

By  drawing  on  SET,  we  aim  to  explore  how  different  acquaintance  types  affect  an  

ETMT’s stability and how maintenance and reciprocity of exchange relationships contribute 

to stability, i.e. investigating the “shadow of the past” and its contribution to trust building 

and future systemic cooperation among the team (e.g. Axelrod 1984, Reiter 1994). As a result 

we derive recommendations on how frictions and losses stemming from additions and 

departures from the team can be diminished right from the start (e.g. Chandler et al. 2005). 

This  analysis  does  not  consider  new  venture  performance  as  a  dependent  variable.  SET  

focuses on relationship outcomes and can contribute to the explanation of firm performance 

only limited and indirect (e.g. Emerson 1976, Cropanzano and Mitchell 2005). Tests8 have 

shown only insignificant results when testing for the influence of team acquaintance on 

performance. Instead, we only consider performance as a moderator variable and focus on 

stability as the exchange of individual human and social resources of team members 

contributes strongly to the stability of exchange relationships and the favorable perception of 

being and staying in a relationship for individuals (e.g. Cropanzano and Mitchell 2005, 

                                                        
8 Based on the same sample of this study 
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Homans 1958, Meeker 1971). Exchange processes in this paper are limited to dyadic 

interactions between the members of an ETMT. 

We aim to contribute in several ways to the literature and to practical application. 

First, our work extends current ETMT and SET research by taking a perspective beyond the 

individual level of team members and focusing on shared team-level experiences prior to 

founding, i.e. capabilities of the entire team as a whole instead of combined individual 

characteristics are in the focus of interest. Moreover, the application of SET in an 

entrepreneurial context allows for new insights into the highly relevant start-up phase by 

focusing on prior collaboration factors among the ETMT and how they can leverage success. 

Second, it contributes to the explanation of highly dynamic entrepreneurial team processes 

during the start-up phase of new ventures. Team dynamics and turnover are critical elements 

of a new venture’s development and understanding their underlying principles can make a 

major difference. Third, this study contributes to the assembly process research by amending 

the typical status quo considerations (e.g. current heterogeneity of skills, experience, 

education) by a backward-looking perspective introducing heritages from prior relationships. 

Fourth, it provides a recommendation on which practitioners can base their team composition 

decisions and set up a team structure with specific pre-existing relationships to achieve team 

stability right from the start and reduce frictions induced by turnover.  

This paper starts by introducing prior research and the theoretical background of SET 

in an entrepreneurial context. On that foundation we derive five hypotheses of relationships 

between ETMT acquaintance types, the stability of such teams, and new venture performance. 

Subsequently we introduce a statistical model, the applied methodology, and the underlying 

sample followed by an analysis and discussion of the results. Within the concluding remarks 

we reflect upon our initial assumptions, derive theoretical and managerial implications, and 

propose recommendations for further research. 
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Theory 

Prior research and theoretical antecedents 

As a result of a literature review we found research on ETMT acquaintance still to be 

neglected. This is especially remarkable, as from new venture creation and ETMT assembly 

processes emerge a variety of team configurations with diverse shared prior histories worth to 

study in further detail (Kamm and Nurick 1993, Sonderegger 2010). The common primary 

research focus is on the contributions of HC and SC of individual team members and how the 

combination of such enhances team capabilities and influences team dynamics, internal 

processes, turnover, and innovativeness (e.g. Amason et al. 2006, Colombo and Grilli 2005, 

Talke et al. 2010). Only few studies focus on collective antecedents shared by all ETMT 

members prior to founding (Franke et al. 2008, Kor 2003). We recommend cutting down 

efforts of focusing on capabilities on an individual level and instead taking a holistic team 

perspective which considers collectively shared experiences in the entire ETMT and captures 

group dynamics and social exchange behavior among all members. Deriving from these 

considerations, we expect a team’s acquaintance to offer potential for further research 

activities on how prior friendship, professional work experience, a combination of both, or 

unacquaintance provide a basis for team collaboration and ultimately team stability in an 

entrepreneurial context. 

More specifically, we could not find research on the effects of different prior 

acquaintance types and pre-existing relationships among the ETMT on the stability of the 

team in the start-up phase. Although, there have been some research attempts with focus on 

pre-existing relationships within work groups (e.g. Gruenfeld et al. 1996, Parise and Rollag 

2010), friendships among TMTs and ETMTs (e.g. Francis and Sandberg 2000, Peterson and 

Thompson 1997, Rank and Tuschke 2010), and social exchange processes in different settings 

such as group leadership, organizational behavior, and romantic relationships (e.g. Gergen 

1980, Wilson et al. 2010). Other studies with focus on team stability and turnover tested for 
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the influence of HC and capabilities within the team (e.g. Boeker and Wiltbank 2005, 

Chandler et al. 2005, O'Reilly III et al. 1989, Schefczyk and Gerpott 2001), environmental 

and organizational change (e.g. Boeker and Wiltbank 2005, Wiersema and Bantel 1993), as 

well as new venture performance (e.g. McEvoy and Cascio 1987, Schefczyk and Gerpott 

2001, Wiersema and Bantel 1993), but neglected prior relationships among the team so far. 

It seems mandatory and highly required not to discuss effects of prior relationships 

without taking into account a theory of social interaction. Cropanzano and Mitchell (2005) 

state that “social exchange theory is among the most influential conceptual paradigms for 

understanding workplace behavior” (p. 874). SET provides explanations of the underlying 

rules and principles on the stability of dyadic relationships and offers insights into the 

reasoning of individual decision-making within a relationship following diverse motives of 

resource exchange in their social networks (e.g. Cropanzano and Mitchell 2005, Homans 

1958, Meeker 1971). Thus, SET can contribute to answering our research questions by 

moving beyond a capability and resource perspective and adding a dimension of individually 

perceived values of relationships as an influential factor for decision-making and team 

behavior. 

The internal theoretical perspective of social exchange is mandatory due to the focus 

on the development of different acquaintance types between two team members at a time. 

External perspectives as they come along e.g. with social network theory (e.g. Greve and 

Salaff 2003, Moody and Paxton 2009, Sparrowe et al. 2001) can contribute to resource 

acquisition or team assembly, but are not appropriate for the explanation of influences 

stemming from prior relationships within teams. Collective goods theory concentrates on the 

motivation of individuals to contribute to a common good where others within the network 

including the individual can benefit from and how the abuse of such goods can be diminished 

(Monge and Contractor 2003). Thus, this theory is not specifically adequate to describe 

phenomena of prior relationships between two individuals as it grasps the collective network 
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as the subject matter. Same applies to the transactive memory theory as shared experiences 

with each other belong to two individuals at a time within a dyadic relationship and not to the 

ETMT as a whole (Monge and Contractor 2003). 

Interpersonal connections in a private or workplace context lead to social exchange 

relationships (e.g. Di Domenico et al. 2009, Shore 2004). The resource exchange between two 

interacting partners follows a set of certain exchange rules (e.g. Cropanzano and Mitchell 

2005, Homans 1962). Such rules define guidelines of the relationship and a normative frame 

in which the exchange relation takes place (Emerson 1976). The involved parties individually 

accomplish an ongoing evaluation of costs and benefits associated with being in a social 

exchange relationship along with an available external comparison level (Blau 2002). The 

outcomes  of  the  mostly  implicit  analysis  influence  the  relationship’s  stability  and  are  

determined  by  the  expectation  what  an  individual  feels  to  deserve,  barriers  to  leave  the  

relationship, and the availability of external attractive alternatives (Blau 2002, Emerson 1976, 

Maslyn and Uhl-Bien 2001). Exchange relations are expected to be stable and continuous as 

long as the involved parties perceive equilibrium between benefits and costs associated with it 

(Blau 2002, Cook and Emerson 1978, Homans 1958). 

Rules of exchange are commonly based on expectations of “tacit reciprocity” which is 

seen by Cropanzano and Mitchell (2005) to be “the best known” (p. 875) rule. This is the 

underlying expectation of involved parties that a supplied benefit will be returned in the future 

without explicit bargaining (Molm 2003) motivated by an intrinsic reaction of the other party. 

Thereby self-reinforcing and stabilizing cycles of exchange are created and maintained 

(Cropanzano and Mitchell 2005). 

Stable exchange relationships benefit from mutual commitment and trust, as well as 

from the reasonable expectation that the exchange relationship is sustained (Blau 2002, 

Howes  et  al.  2000).  Trust  in  other  team  members  allows  for  personal  obligations  and  self-

disclosure without bearing the risk of non-reciprocity and thus secures stable relationships 
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(e.g. Gergen 1980, Gouldner 1960). In contrast, violating the colleagues’ expectations (e.g. 

dedication, skills, performance level, or attitude) and therefore “abusing” received trust and 

breaking  rules  of  reciprocity  from  the  perspective  of  other  team  members  can  lead  to  

detrimental effects (e.g. Berman et al. 2002, Morrison and Nolan 2007). 

Building on these considerations and following Blau (2002) and Tse and Dasborough 

(2008), we expect different outcomes from the four acquaintance types on the sustainability of 

social exchange and on team stability. This is due to differences in availability, distribution, 

and utilization of resources, existence of trust, change of the contextual frame, and diverse 

individual evaluations of team setups and decisions whether or not to be content with a 

current situation. 

Team stability 

New ventures are highly dependent on and sensitive to efficient management teams and 

sustainable performance in order to establish themselves in the market. Recent research has 

shown that management team turnover can lead to strategic change, necessity for substantial 

socialization, and influence on venture performance and team efficiency (e.g. Boeker 1997, 

Chandler et al. 2005, Wiersema and Bantel 1993). In order to prevent a new venture from 

facing such uncertainties, an initial team setup is desirable which ensures stable conditions 

over time. Prior literature frequently found a new venture’s ETMT not to be a stable construct 

over time and revealed a variety of reasons for departing from and adding to existing teams 

(e.g. Chandler et al. 2005, McEvoy and Cascio 1987, Wiersema and Bantel 1993). 

Compensation fees, recruiting costs, and the loss of tacit knowledge and experience with the 

firm additionally have to be taken into account. Instead, Beckman et al. (2007) expect tenure 

heterogeneity within the ETMT to have a positive effect on the firm when the information and 

capability benefits from diverse team members outweigh potential conflict in group dynamics 

such as lack of tacit cohesion or frictions in communication processes (e.g. Smith et al. 1994). 
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Empirical evidence shows that low performing team members are more likely to leave 

a firm compared to their counterparts (e.g. McEvoy and Cascio 1987, Schefczyk and Gerpott 

2001). The owners of a firm or other team members force such members to leave in order to 

be substituted by a more promising candidate, or the member decides to leave on his/her own 

in order to get rid of a situation where he/she can’t contribute to the new venture in a way that 

he/she meets the team’s expectations (Chandler et al. 2005). 

Boeker (1997), Finkelstein and Hambrick (1990), and Wiersema and Bantel (1993) 

perceive TMT change as an adaptive mechanism and explain team turnover and varying team 

size by a changing demand for TMT skills, experiences, and capabilities due to a changing 

environment and new rising challenges. The functional skill sets of individuals available to 

the firm might no longer meet the requirements of the firm’s environment and strategic aim 

and therefore lead to the exchange of team members.  

Further reasons for departure can be either a strong demand by the market for high 

quality and specific skill sets of potentially leaving team members (Beckman et al. 2007) or a 

lack of social integration into the current ETMT (Kratzer and Takacs 2007, O'Reilly III et al. 

1989). 

Hypotheses on the influential factors of team stability 

Entrepreneurial start-up phases are characterized by high dynamics in terms of growth and 

familiarization  of  the  management  team  which  influence  an  ETMT’s  stability  and  turnover  

(Kamm and Nurick 1993, Mazzarol and Reboud 2006). Teams with prior shared experiences 

introduce a set of tacit knowledge and certain opinions of each other regarding characteristics, 

habits, skills, and limitations dependent on and influenced by the type of acquaintance (e.g. 

Kor 2003, Penrose 1959, Stinchcombe 1965). Kor (2003) regards such collective experience 

as an unique asset for the firm, as it takes commitment, time, and effort of all members of a 

team to create and foster such experience and knowledge about each other from scratch. 

Detrimental effects of acquaintance can stem from intensive group think and limited internal 
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criticism, improper reciprocity expectations in a different context, or reduced openness to 

external influences. 

Economic success is usually a primary target of a new venture and team members 

have an economic claim (e.g. Eisenhardt and Schoonhoven 1990, Vissa and Chacar 2009). 

Thus, we expect the new venture’s performance by leveraging the benefits or costs to affect 

the ongoing cost/benefit analysis of reciprocity of individuals. Moreover, external and internal 

requirements a new venture has to face vary over time due to environmental dynamism, 

change in strategy, and a firm’s maturity. New team members can introduce necessary 

valuable skills and existing team members can depart due to obsolete competences. Thus, 

individually perceived values, quality, and benefits of resources change accordingly and can 

lead to violation of reciprocity and team stability (e.g. Blau 2002, Cropanzano and Mitchell 

2005). 

We expect the nature and change of exchange processes and their resources to have 

major influence on the departure and addition of team members, moderated by the new 

venture’s performance (e.g. Gouldner 1960). The different types of ETMT acquaintance are 

expected to basically determine the character of introduced exchange relationships. Five 

hypotheses are developed on how pre-existing relationships among the team members and 

new venture performance as a moderator have effect on an ETMT’s stability. 

Impact of new venture performance 

Several empirical findings have shown that ETMT composition has significant influence on a 

new venture’s performance due to the introduction and configuration of HC and SC (e.g. 

Eisenhardt and Schoonhoven 1990, Amason et al. 2006, Hsu 2007, Hmieleski and Ensley 

2007). Experiences from prior relationships and existing exchange relationships are part of the 

bonding dimension of SC (Beckman et al. 2007, Adler and Kwon 2002). Thus, high new 

venture performance can be seen as an indicator of an effective and compatible team 

composition matching current internal and external requirements. In contrast, low new 
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venture performance raises questions of the economic sustainability of the business model and 

the appropriateness of the team composition. We expect high performing ETMTs independent 

of the acquaintance type to stick to the status quo and prevent the new venture from 

unstabilizing team turnover in order to maintain an obviously efficient team and high 

performance. These considerations lead to the following hypothesis: 

 

Hypothesis 1: High new venture performance leads to high team stability. 

 

Impact of prior friendship relationships 

Friends share a set of values, personal interests, and similarities (e.g. McDonald and Westphal 

2003, Jehn and Shah 1997). Such relationships are usually subject to frequent interactions, 

mutual attraction, and informal reciprocity. They bear mutual understanding of each others’ 

individual preferences, aversions, behavior, abilities, habits, skills, and knowledge (e.g. 

Gruenfeld et al. 1996) and lead to trust, commitment, and implicit coordination over a period 

of time (Parise and Rollag 2010, Rico et al. 2008). Trust reduces efforts to monitor other team 

members (Gruenfeld et al. 1996), tacit knowledge about each other allows for anticipating 

typical behavior, and sympathy reduces the risk of affective conflict. Such prerequisites are 

beneficial for cooperative work in teams (Jehn and Shah 1997), especially in an 

entrepreneurial context with emerging complexity and frequent coordination. Kratzer et al. 

(2005) found friendship ties to have positive effects on the performance of innovation teams 

with growing cohesiveness of informal contacts. 

The threshold to harm friends in general is higher compared to strangers (Newcomb 

and Bagwell 1995), because the costs of breaking up a friendship are much higher than for 

unacquainted members and reasonably higher than for professional relationships due to its 

additional emotional value (e.g. Francis and Sandberg 2000, Argyle and Henderson 1984). 

We expect  friends  at  first  to  make  use  of  diverse  economic  levers  before  taking  the  risk  of  
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sacrificing the friendship by blaming individual team members or questioning the team 

composition in total and therefore contributing to team instability. 

However, good and strong friendships bear a risk of group think and excessive 

socializing (e.g. Gruenfeld et al. 1996, Langfred 1998). Such effects can bring along higher 

team stability, although not necessarily in the best interest of the firm, and frictions during the 

process of team familiarization. First, group thinking can limit the openness for reasonable 

criticism regarding other team members, external environmental dynamics, new influences, 

organizational change, adjustment of focuses, and thus contributes to stability, although not 

necessarily reasonable. Second, the addition of new team members is expected to be a 

subordinated lever to extend available resources in the process of meeting changing corporate 

skill demands and thus again leads to stability. But, this stabilizing effect might be neutralized 

by the fact that for ETMTs with prior friendship relationships a team assembly primarily 

motivated by the perceived benefits of existing prior relationships and sympathy and only 

secondarily by market opportunities, skills, or innovations is not uncommon (Kamm and 

Nurick 1993, Scott 1981, Ruef et al. 2003). Thereby a profound team assembly process and 

the fit and heterogeneity of skills might be neglected or at least have secondary priority and 

thus might lead to team turnover in order to rectify such initial neglects. Third, new team 

members which were not part of the prior friendship relationship might be neglected or not 

sufficiently integrated which can result in conflict, low commitment, and low motivation. 

(Gruenfeld et al. 1996, Langfred 1998). 

Initiating a work relationship with prior friends comes along with a switch of context 

and thereby can lead to a series of risks. Such risks apply to the shift of exchange 

relationships and associated expectations into a new context with different framework 

conditions and individual objectives. While friendships base on loyalty, attention for each 

other, helpfulness, or the willingness to prevent any harm from a friend (Uphoff 2000), 

relationships in a business context adhere more to economic rules than to socio-emotional 
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ones. The relationship becomes more formal and extrinsically motivated, expectations and 

obligations become specific due to clear job descriptions, and reciprocity has to adhere to the 

requirements of the business model (Parise and Rollag 2010). Thereby violation of reciprocity 

can occur when friendship has to subordinate due to the pursuit of individual economic 

targets. A lack of shared professional experience raises significant efforts to get acquainted 

and become efficient on a professional level (Kor 2003). Furthermore, there is a risk of misfit 

resulting in conflict and frictions. Expectations originated in the friendship regarding 

reciprocity and relationship rules might not be sustained in a professional context and again 

weakens the positive effects (Argyle and Henderson 1984). As conflict on a professional level 

might be attributed to the friendship relationship, it can lead to affective conflict due to 

feelings of emotional disappointment, violated reciprocity, and breach of trust. Persistent 

disappointment of expectations can turn positive attitudes into negative ones and increases the 

need to get rid of a former friend (Shah and Jehn 1993). 

Summarizing our theoretical considerations, we expect a direct effect of prior 

friendship relationships on team stability due to the especially cohesive bonds of friendships 

and the tendency to maintain valuable exchange relationships. Friendships have a higher 

stabilizing effect in ETMTs compared to other acquaintance dimensions as friends benefit not 

only from economic exchange but also from socio-emotional exchange and they have an 

interest to maintain a team cooperation in order to not violate or harm the underlying 

friendship (e.g. Morrison and Nolan 2007, Gruenfeld et al. 1996). We expect the cohesive 

effects to exceed the possible downsides from lacking skill heterogeneity, potential group 

think, and switch of context, and thus come to the following hypothesis: 

 

Hypothesis 2: High share of prior friendship relationships leads to high team stability. 
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Impact of prior professional relationships and new venture performance 

Shared professional relationships provide the team with familiarity about the other members 

in terms of abilities, skills, experience, communication habits, and work behavior. Such 

relationships are based on mutual commitment, pre-established trust, implicit coordination, 

priority setting, and a common belief via prior debates and discussions (e.g. Penrose 1959, 

Chattopadhyay et al. 1999, Parise and Rollag 2010). Prior shared professional work 

relationships are mainly based on formal reciprocity relations. Due to task and job 

descriptions and pre-defined work relations via e.g. hierarchies, the exchange of resources, 

both economic and socio-emotional, takes place in a much more defined and specified context 

than in solely friendship-based relationships (Parise and Rollag 2010). Due to a proven 

experienced track record among the team and maintenance of the same context of professional 

work in which the initial relationship was created and experiences with each other were made, 

the violation of reciprocity of such relationship in an ETMT context is expected to be seldom. 

We expect ETMTs with prior shared professional experience to be more extrinsically 

motivated by optimizing available resources and capabilities (e.g. Parise and Rollag 2010). 

Thereby, utilizing the combination of skills among the team is a primary objective compared 

to maintaining or building emotional relationships and act out of altruism (Zafirovski 2001). 

The focus of founders is on matching skills, abilities necessary for operating successfully, and 

reducing  the  risk  of  uncertainty  when  choosing  to  cooperate  with  former  colleagues  

(Beckman et  al.  2007).  A direct  measure of the effectiveness of their  team composition and 

trigger to initiate team member addition and departure, when necessary, is the new venture’s 

performance (Wiersema and Bantel 1993). Thus, we expect the ETMTs stability to be 

influenced not only by the share of prior professional relationships but also by the new 

venture’s performance. This especially holds true as this assumption is based on the team 

assembly motivation of prior professional experience itself. 
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ETMTs with shared professional background are more aware compared to other 

acquaintance types of what they can expect from their team members in a business context 

and the benefits of reciprocity from prior professional relationships are carried over to the 

new venture and leveraged as an important prerequisite in dynamic entrepreneurial 

environments (Roure and Maidique 1986, Jackson 1992, Eisenhardt and Schoonhoven 1990). 

This bonding dimension from SC theory is the foundation for stable and productive work 

relationships among ETMTs (Adler and Kwon 2002). However, teams with shared 

professional background have to face the threat of group thinking tendencies as well. Again, 

while reduced criticism against colleagues, not questioning each other, and informal 

communication contributes to team stability (Wiersema and Bantel 1993), it is not necessarily 

in the superior interest of the economic aims of the new venture. 

In case of low new venture performance we expect a team with mainly prior 

professional relationships to question the ETMT composition much earlier compared to 

friendship-based teams. There is a risk for instability by violated reciprocity if individuals do 

not bring the expected performance, quality, or effort and need to be replaced (Schefczyk and 

Gerpott 2001, Chandler et al. 2005, McEvoy and Cascio 1987). Moreover, changes or unmet 

expectations regarding commitment, motivation, and dedication of members can reduce 

perceived benefits of an exchange relationship similarly. Individual economic targets and the 

associated cost/benefit analysis of the exchange relationship are not influenced by an 

stabilizing underlying friendship, and only limited by tacit socio-emotional factors or further 

well-being. 

Turnover and ultimately team instability is most likely when individually perceived 

benefits such as economic success are no longer maintained, the costs of breaking exchange 

relationships are low, and external opportunities appear more attractive (e.g. Beckman et al. 

2007). Skill demands are easy to identify and requirements to find appropriate replacements at 

the market are mostly transparent.  
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We expect the solely existence of a high share of prior professional relationships 

within an ETMT without considering new venture performance not to be influential. 

Summarizing our theoretical considerations we expect opportunism and economic success to 

be the primary motivation in ETMTs with prior shared professional experience and thus state 

the following hypothesis: 

 

Hypothesis 3: New venture performance moderates the relationship between the share of 

prior professional relationships and team stability such that stability increases even more 

when new venture performance is high and decreases even more when new venture 

performance is low. 

 

Impact of prior professional friendship relationships and new venture performance 

“Professional friendships” are the simultaneous appearance of prior friendship and prior 

professional relationships within a single dyadic relation between two members among the 

ETMT. These professional friendship relationships originate either from colleagues who 

became friends over time or from friends who decided to work together based on mutual 

sympathy prior to founding a new venture. The later setup apparently was successful in 

working  together  as  a  team  and  the  members  decided  to  continue  collaboration  in  the  new  

venture (Sias 2005). Thus, we expect professional friendship relationships to be motivated by 

individual opportunism and the socio-emotional value of underlying mutual friendships. 

Compared to the factors influencing stable and unstable teams from friendship and 

professional relationships observed on their own, we expect the following three deviations in 

a combined setup: 

First, even more excessive group thinking and socializing leads to strong internal 

cohesive bonds, although it is not expected to have positive influence on performance and 

Morrison and Nolan (2007) name several potential negative effects such as distraction from 
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work, blurring of boundaries, and having to devote working time to a friendship. It reduces 

the  likelihood  of  the  ambition  to  let  new  team  members  join  the  team,  as  well  as  the  

likelihood of team members departing (e.g. Gruenfeld et al. 1996, Langfred 1998). 

Second, the probability of disappointment is even lower compared to solely prior 

friendship or professional relationships as transparency regarding each other’s characteristics 

increases with the bandwidth of shared experiences on a professional and private level. 

Compatibility and similar expectations regarding abilities, skills, trust, commitment, 

dedication, sympathy, and team fit on all levels are assured (e.g. Gruenfeld et al. 1996, Kor 

and Mahoney 2000, Ensley et al. 2002). The downside from reciprocity expectations 

transferred from solely friendships to a new business context is diminished by proven team 

efficiency and successful collaboration from prior work experiences (Beckman et al. 2007, 

Parise and Rollag 2010). Low new venture performance might rather be attributed to the 

business model or external constraints than to the highly acquainted and appreciated 

colleagues. Thus, reciprocity expectations are only unlikely expected to be broken. However, 

there is still a risk of conflict emerging from different prioritization of individual economic 

targets versus the fulfillment of friendship reciprocity expectations. 

Third, even if team members are professional colleagues and team turnover either by 

the colleagues or by oneself is necessary, high costs of breaking a friendship and 

disappointing the other party’s expectations of loyalty and commitment raise the threshold to 

do so (e.g. Francis and Sandberg 2000, Argyle and Henderson 1984). Friends are intrinsically 

motivated not to harm another friend (e.g. Newcomb and Bagwell 1995) and, in case of low 

performance, tend to evaluate other options to improve firm performance before risking 

breaking a friendship. 

As with solely professional prior relationships we expect high new venture 

performance here to be clear evidence of a well functioning ETMT. Nevertheless, we do not 

expect low performance to be detrimental, as strong cohesive bonds overcompensate negative 
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influences on team stability. Summarizing our theoretical considerations, we expect the 

opportunities of professional friendships to be more influential than their threats, expect 

professional friendships to be even more stable than other acquaintance types, and thus state 

the following two hypotheses: 

 

Hypothesis 4a: High share of prior professional friendship relationships leads to high team 

stability. 

 

Hypothesis 4b: New venture performance moderates the relationship between the share of 

prior professional friendship relationships and team stability such that stability increases 

even more when new venture performance is high. 

 

A model of the integrated hypotheses, which will be empirically tested in the next 

step, is shown in Figure 6. 

 

Figure 6 – Summary model of derived hypotheses 
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Sample and method 

Underlying sample 

The sample of this study consists of German cross-industry ventures founded between 2000 

and 2007 by at least two founders. An online survey was developed in order to obtain primary 

data directly from the current ETMTs. The retrieved data comprise information about each 

venture’s initial ETMT, current ETMT, venture performance, and venture environment. We 

collected 335 completed and plausibility-checked surveys within a period of four weeks based 

on a population of 9,829 potential contacts, corrected by single-person foundations as this 

study is about team approaches only. Relevant ventures for the panel were identified via 

announcements in the federal gazette, company websites, founding platforms, and company 

databases.  Due  to  disclosure  requirements  and  the  availability  of  company  information,  the  

majority (90.1%) of included ventures are capital companies (e.g. GmbH, AG). The sample is 

distributed among the following industries: firm-related services (47.8%), production and 

manufacturing (12.8%), people-related services (9.9%), wholesale (6.9%), finance and 

insurance (6.9%), construction (5.7%), retail (5.4%), and others (4.8%). 

This analysis is subject to survivorship bias as the measurement of venture 

performance and team stability can only be meaningful applied for operating companies. A 

further methodological validity check was applied by testing for non-response bias following 

Armstrong and Overton (1977) and common practices (e.g. Burgers et al. 2009, Lin and 

Huang 2010, Auh and Menguc 2005, Drazin and Kazanjian 1993). We compared early and 

late respondents in terms of new venture performance, team stability, and the four 

acquaintance types via two-tailed t-tests. No significant (p<.05) differences in their means 

were revealed, indicating that non-response bias was not a problem. As the relative 

distribution in terms of legal status and industry matches the panel, we expect the sample to 

be a reasonable approximation to a random sample of the underlying panel. Moreover, 

common method bias is a problem that comes along with self-reported data (Podsakoff and 
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Organ 1986). As we checked all surveys for plausibility, the risk for additional variance of the 

performance measure which might be attributed to the method is reduced by its extremities 

but a complete elimination cannot be ensured. However, among a random subsample we 

asked further members of the firm’s ETMTs to approve the validity of the initially reported 

data. Minor deviations were detected, but without fundamental effects on the model when 

replacing such data. 

Variables and methodology 

Dependent variable 

The dependent variable is a measure for “team stability”. As the influences of prior 

relationships are to be explored, this measure has to be linked to the initial ETMT. Therefore, 

we decided to define team stability as the share of initial ETMT members who are still 

members of the ETMT three years after founding, ranging from 0 to 1. Due to the logistic 

regression approach, we needed to derive a binomial proxy as the dependent variable and thus 

used the arithmetic mean as a suitable intercept point to separate high team stability from low 

team stability which was coded 1 and 0 respectively (e.g. Gundry and Welsch 2006). 

Independent variables 

Four  variables  represent  the  share  of  different  types  of  prior  relationships  within  the  initial  

ETMT at the moment of venture creation, namely “prior friendship relationship”, “prior 

professional relationship”, “prior professional friendship relationship” and “unacquaintance”. 

These variables range from 0 to 1 and always sum up to 1. They represent the influence of 

certain prior-relationship types among the initial ETMT on the new venture. The higher the 

value,  the  higher  is  the  share  and  the  influence  of  the  respective  relationship  type.  The  

respondents of the survey were asked to select for every dyadic relationship between two 

members  of  the  initial  ETMT  the  type  of  their  prior  relationship.  The  number  of  same  

relationship types then was divided by the total number of dyadic relationships to gain the 
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associated share. “New venture performance” was measured by the cumulated annual growth 

rate (CAGR) of sales between the first year after founding and the third year after founding 

(e.g. Shrader and Siegel 2007, Ensley et al. 2006b, Chaganti et al. 2008). This allows for 

focusing on the performance during the start-up stage of new ventures and can be expected as 

a valid proxy for the ability of the new venture to grow, to establish itself in the market, and to 

transfer resources into earning money as a primary target of a firm (Chaganti et al. 2008, 

Brush and Vanderwerf 1992). We prefer sales growth as an appropriate measure, as the sales 

level can change dependent on the industry and initial capital available and profitability is 

usually negative in the start-up phase of new ventures and thus has only limited informative 

value. Respondents were asked to fill in the sales growth between every year within this time 

period.  

Control variables 

As proxies for HC effects we included “education” (e.g. Hsu 2007, Colombo and Grilli 2005, 

Cooper et al. 1994), “industry experience” (e.g. Shrader and Siegel 2007, McGee and 

Dowling 1994, Gimeno et al. 1997), and “founding experience” (e.g. Beckman et al. 2007, 

Hsu 2007, Stuart and Abetti 1990). Education was calculated as the relative share of initial 

ETMT members with an academically diploma or equal. Industry experience is the total years 

of industry experience in the same industry like the new venture among the initial ETMT 

divided by the number of team members. Founding experience was calculated as the relative 

share of initial ETMT members who already founded a company before the current new 

venture.  While  the  bonding  dimension  of  SC  is  already  represented  by  the  different  

acquaintance types, the bridging dimension is represented by “prior firm affiliations” (e.g. 

Beckman et al. 2007, Colombo and Grilli 2005) as a proxy for social ties and network 

resources. We measured prior firm affiliations by the amount of different firms in which the 

initial ETMT members have already worked prior to the new venture in total divided by the 

number of team members. The new venture’s environment was proxied via an “environmental 
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dynamism” index. Following Miller and Friesen (1982) we calculated the index via the 

arithmetic mean of five questions on a seven-point Likert scale. These questions asked for 

marketing activities, product innovation cycles, predictability of competitor moves, 

predictability of customer demand, and service delivery renewal cycles. To account for 

further growth determinants or constraints, we included the total amount of “capital available” 

(e.g. Cooper et al. 1994) to the new venture at the time of founding. Finally, we employed the 

“firm age” (e.g. Vissa and Chacar 2009, Colombo and Grilli 2005), “size of initial ETMT” 

(e.g. Ensley et al. 2006a, Chowdhury 2005) and the “average age of the initial ETMT” (e.g. 

Chaganti et al. 2008) members. 

Methodology 

For the quantitative analysis we used a logistic regression approach and applied the maximum 

likelihood method for estimating the parameters of the model and the Wald’s method to test 

for their significance. With logistic regression we are interested in the factors differentiating 

stable and unstable teams and not in explaining the team development process (Littunen and 

Virtanen 2009). This approach is more robust in contrast to ordinary least squares (OLS) and 

discriminant analysis due to less binding model assumptions (e.g. Peng et al. 2002). 

Following Long (2011), a minimum set of 100 cases for logistic regression with a binominal 

dependent variable is necessary to reveal valid results. Moreover, Hosmer and Lemeshow 

(2000) suggest a minimum of 10 cases per covariate, which sums up to 160 cases in the 

largest interaction model with 16 covariates. Both requirements are clearly exceeded by the 

underlying sample of 335 cases. Multicollinearity was not a serious problem, as solely 

satisfying tolerance levels above 0.1, condition indices below 17, and correlations between 

independent variables below 0.7 were found only (see Table 6). 
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Table 6 – Descriptive statistics table 

Descriptive statistics: Pearson correlations, means, and standard deviations 
Variables Mean SD 1 2 3 4 5 6 7 8 9 10 11 12 13 

1 Team stability 0.69 0.462              
2 Prior friendship 

relationship 
0.16 0.348 .082             

3 Prior professional 
relationship 

0.27 0.410 -.014 -.303***            

4 Prior friendship and 
professional relationship 

0.49 0.459 .047 -.436*** -.606***           

5 New venture performance 0.49 0.968 .013 .029 -.088 -.060          
6 Education 0.67 0.370 -.108** .031 .035 -.082 .031         
7 Industry experience 7.86 6.666 .023 -.279*** .194*** .070 -.151*** -.209***        
8 Founding experience 0.40 0.373 -.014 -.077 -.069 .126** -.041 -.015 .063       
9 Prior firm affiliations 2.20 1.690 -.042 -.057 -.024 .060 .016 -.086 .224*** .116**      
10 Environmental dynamism 3.74 1.083 .038 .031 .006 -.059 .019 -.050 -.090 -.043 .073     
11 Capital available 794,046.58 8,612,432.76 .032 -.040 .111** -.069 -.015 .052 .014 .075 -.016 -.018    
12 Firm age 5.72 1.606 .018 .017 -.021 .024 -.135** .029 -.051 -.082 -.169*** .013 -.047   
13 Average age initial ETMT 38.30 7.105 -.174*** -.212*** .199*** -.020 -.094* -.079 .499*** .112** .130** -.076 .057 -.093*  
14 Size initial ETMT 2.61 1.078 -.352*** -.075 .054 -.073 .200*** .009 -.043 -.118** -.128** -.058 .055 -.055 .093* 

N=335; * p < 0.1, ** p < 0.05, *** p < 0.01 (two-tailed tests) 
 

Results 

Descriptive statistics 

The Pearson correlations of relevant variables and their means and standard deviations are 

shown in Table 6. As the four different acquaintance types are mutually exclusive and 

collectively exhaustive (they sum up to 1), a high negative correlation between them is not 

unexpected. Teams with dominating prior professional relationships seem to be able to raise 

higher amounts of initial capital available to the new venture. Founding experience correlates 

positive with prior professional friendship relationships. This leads to the assumption that 

serial entrepreneurs leverage an existing functioning team configuration for further start-up 

projects and develop stable professional friendships among the team over time. 

Former  colleagues  with  a  prior  professional  relationship  tend  to  found  their  new  

venture in an industry they are already familiar with. The opposite applies to team members 

with prior friendship relationships who tend to focus on foreign industries. As Shrader and 

Siegel (2007) already found, industry experience is negatively correlated to new venture 

performance. Higher education and industry experience seem to be substitutes, as they 

correlate negatively and obviously do not occur simultaneously. As expected, the number of 

prior firm affiliations correlates with industry and founding experience. These three variables 

in addition correlate with average team age which again is not surprisingly. A lack of 
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founding experience and prior firm affiliation obviously is commonly compensated by a large 

initial ETMT size. 

The size of the initial ETMT positively correlates with average team age, high share of 

prior professional relationships, and new venture performance. On the other hand, average 

team age is negatively correlated to new venture performance. Finally, new venture 

performance drops with firm age. This might be attributed to saturation effects and maturity 

of the firm. Moreover, Choi and Shanley (2000) and Fichman and Levinthal (1991) explain 

such phenomena as the “honeymoon effect” where an initial stock of favorable assets leads to 

reduced risk of a social or organizational relationship dissolving followed by a reduction of 

such cohesive and bonding effects in later stages. 

Effects on ETMT stability 

Derived from the five hypotheses, we developed three consecutive models which were tested 

via logistic regression as shown in Table 7. As the reference category we chose the 

acquaintance type “unacquaintance” in order to focus on the effects of existing prior 

relationships compared to their nonexistence. A base model comprises of the control variables 

only, a main effects model extends the main model by the relevant independent variables, and 

an interaction model extends the main effect model by interaction variables. As an effect 

measure of the independent variables we decided to follow Siqueira (2007) and show the odd 

ratios instead of the coefficients due to their higher explanatory power. In order to determine 

the correct model fit we employed the log-likelihood ratio test which revealed to be 

significant in all models. We additionally applied the goodness-of-fit test of Hosmer and 

Lemeshow  (2000)  which  also  revealed  persistent  positive  results  (sign.  level  >  0.7)  for  the  

main effects and interaction model. For the evaluation of the global fitness we used the R² of 

Nagelkerke (see Table 7) (Nagelkerke 1991). 

The base model is significant and explains 24.4% of the variance of team stability, 

constituting  of  control  variables  only.  Increase  of  education,  prior  firm  affiliations,  the  
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average  age  of  the  initial  ETMT,  or  the  size  of  the  initial  ETMT  all  would  lower  the  

probability of a stable team. These effects remain throughout all other advanced models.  

 

Table 7 – Logistic regression model 

Logistic regression: Odd ratios (standard error of coefficient) 
  Base model Main effects model Interaction model 
Constant  751.461 (1.265) *** 106.250 (1.428) *** 104.676 (1.441) *** 
 
Control Variables 

    

Education  0.416 (0.391) ** 0.402 (0.404) ** 0.408 (0.409) ** 
Industry experience  1.035 (0.024) 1.044 (0.025) * 1.043 (0.026) 
Founding experience  0.754 (0.362) 0.786 (0.374) 0.801 (0.381) 
Prior firm affiliations  0.873 (0.079) * 0.862 (0.080) * 0.855 (0.080) * 
Environmental dynamism  1.032 (0.125) 1.061 (0.130) 1.086 (0.133) 
Capital available  1.0000000953 

(0.0000000794) 
1.000000102 
(0.0000000754) 

1.000000132 
(0.0000000822) 

Firm age  0.958 (0.084) 0.975 (0.088) 0.983 (0.091) 
Average age initial ETMT  0.935 (0.022) *** 0.935 (0.023) *** 0.932 (0.023) *** 
Size initial ETMT  0.410 (0.166) *** 0.390 (0.175) *** 0.381 (0.178) *** 
 
Independent variables 

    

Prior friendship relationship   7.754 (0.697) *** 9.220 (0.776) *** 
Prior professional relationship   6.135 (0.650) *** 9.394 (0.720) *** 
Prior friendship and professional 
relationship 

  5.760 (0.613) *** 4.544 (0.665) ** 

New venture performance   1.488 (0.148) *** 1.666 (0.239) ** 
 
Interaction variables 

    

Prior friendship relationship X  
New venture performance 

   0.645 (0.782) 

Prior professional relationship X  
New venture performance 

   0.347 (0.621) * 

Prior friendship and professional 
relationship X  
New venture performance 

   2.797 (0.611) * 

Nagelkerke’s R²  0.244 0.291 0.316 
∆ Nagelkerke’s R²  - 0.047 0.025 
-2LL (chi-square test)  349.805*** 335.960 *** 328.485 *** 
df  9 13 16 
For each variable the estimated odd ratio is given with the standard error of the coefficient in parentheses 
N=335; * p < 0.1, ** p < 0.05, *** p < 0.01 (two-tailed tests) 
 

The main effects model is again significant and raises the explanatory power by 4.7% 

to 29.1%. New venture performance is highly significant (p<0.01) and would contribute to 

team stability in the case of increase. Thus, hypothesis H1 is supported. An increase in share 

of prior friendship relations within the team would also significantly (p<0.01) affect team 

stability positive. In particular, the positive effect on stability is the strongest for prior 

friendship  relationships  among  all  other  acquaintance  types.  Same  positive  effect  and  

significance (p<0.01) applies to prior professional friendship relationships with slightly lower 
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impact. Hypothesis H2 and H4a are also strongly supported. Interestingly, prior professional 

relationships also show a strong positive impact on team stability. 

The interaction model was also found to be significant and increases the explanatory 

power of the model by another 2.5% to 31.6%. The interaction between new venture 

performance and different acquaintance types thus contributes to the model. From our 

theoretical considerations we expected no moderating influence of new venture performance 

on the relationship between prior friendship relationships and team stability, although the 

inexistence of such a relationship cannot be validated by this model. Both charts in Figure 7 

were drawn by calculating the probability of high team stability via the z-value and the 

logistic regression function using the mean of all variables except of the respective 

relationship types and new venture performance, which were included with one standard 

deviation above and below the mean each. Interpreting prior professional relationships in 

Figure 7, we found that our hypotheses cannot be validated, although the interaction term is 

significant (p<0.1). Low new venture performance does not only increase team stability 

combined with prior professional relationships, but surprisingly increases stability even more 

compared to high new venture performance. Thus, hypothesis H3 cannot be supported. 

Finally, we expected the relationship between prior professional friendship relationships and 

team stability to be moderated by new venture performance such that stability increases even 

more when new venture performance is high. The interaction term is significant (p<0.1) and 

Figure 7 shows an increased stabilizing effect of prior professional friendship relationships 

combined with high new venture performance in comparison to low new venture 

performance. Hypothesis H4b is supported.  

In general, for all three prior relationship types, although the interaction effect for 

friendship is not significant, the existence of prior relationships overcompensates low new 

venture performance. The probability of team stability is always higher in the case of low new 

venture performance and high share of prior relationships compared to high new venture 
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performance and low share of prior relationships. This is especially valid in case of prior 

professional friendship relationships. Moreover, low new venture performance never leads to 

instability among the team in case of high share of prior relationships. This supports our 

argumentation for friendships and professional friendships regarding the intrinsic perception 

of  high  value  of  existing  relationships  and  the  reluctance  to  sacrifice  such.  In  case  of  prior  

professional relationships this stabilizing effect appears to be even more intense in 

combination with low new venture performance. On the other hand, the positive effect of 

prior professional relationships increases only limited in case of high new venture 

performance, as overall stability probability is already quite high. 

 

Figure 7 – Interaction diagrams 
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As we used unacquaintance as the reference group, all results have to be interpreted in 

contrast  to  the  nonexistence  of  prior  relationships.  For  the  sake  of  completeness,  the  same  

logistic regression model was applied to the unacquaintance type again, using all existing 

prior relationships as a reference group. Thereby we found clear significant negative influence 

(p<0.01; odd ratio: 0.161) of the share of unacquaintance on team stability and thereby again 

underline the positive influence of existing prior relationships. 
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Discussion and conclusion 

Discussion and theoretical implications 

We found prior friendship relationships, prior professional relationships, and prior 

professional friendship relationships to significantly increase a new venture ETMT’s stability. 

Moreover, high new venture performance is a supplementary source of team stability and 

secure social exchange relationships. While both prior professional and prior professional 

friendship relationships show significant interaction effects with new venture performance, 

they differ according to their effects on team stability in case of high or low new venture 

performance. Four out of five hypotheses are supported. 

We argued that new venture performance is a clear indicator for the effectiveness of a 

current team setup matching internal and external requirements and contributing to the 

individually perceived benefits stemming from exchange relationships among the ETMT and 

thereby  to  the  bonding  dimension  of  SC (Adler  and  Kwon 2002,  Beckman et  al.  2007).  As  

new  ventures  are  usually  founded  and  members  join  an  ETMT  for  an  economic  claim,  we  

expected new venture performance to contribute to team stability as members won’t risk a 

fruitful and beneficial status quo. The empirical analysis in this paper supports our arguments. 

As for prior friendship relationships we argued that cohesive bonds and underlying 

valuable exchange relationships based on friendship (e.g. Jehn and Shah 1997, Francis and 

Sandberg 2000, Argyle and Henderson 1984) will lead to high stability without moderating 

influence of new venture performance. We expected these bonds to exceed other factors 

influencing the costs of an exchange relation like satisfaction of individual economic wealth 

or the risk of an inefficient collaboration in a new business context (e.g. Morrison and Nolan 

2007, Argyle and Henderson 1984). Again, the empirical analysis supports our arguments and 

indicates clear positive influence of prior friendship relationships on team stability. In 

accordance to our results, we expected no significant interaction effect with new venture 

performance. 
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Prior professional relationships were expected to significantly influence team stability 

only when moderated by new venture performance due to an expected strong focus of the 

team members on economic success and thereof dependent decisions regarding team turnover 

(e.g. Zafirovski 2001, Beckman et al. 2007). This assumption cannot be hold up, as our 

analysis already shows clear impact of prior professional relationships solely on team stability 

without a moderating role of new venture performance. This effect is indeed below the effect 

size of prior friendship relationships, but exceeds the influence of prior professional 

friendship relationships. Moreover, a significant interaction effect with new venture 

performance was found as hypothesized, but the effects are in the opposite direction as 

expected. As the probabilities of team stability are quite close for high share of prior 

professional relationships, the influence of new venture performance on stability seems to be 

diminished and does not influence team stability fundamentally anymore. 

The stabilizing effect of prior professional relationships themselves might be attributed 

to the following reasons: First, we do not expect high rates of exchange relationship violation 

due to the nonexistence of a context switch. This in general broadens the shared foundation of 

experiences which can be utilized in dyadic relationships and might affect team stability 

positively (e.g. Blau 2002, Morrison and Nolan 2007, Berman et al. 2002). Second, 

functioning exchange relationships stemming from prior professional relationships might be 

seen as a valuable asset similar to friendship relationships and won’t be risked by not meeting 

expectations or breaking the relationship at all. Third, group thinking tendencies might be 

stronger than expected and lead to stability influencing cohesive bonds. This might be 

attributed to emerging friendships among a solely professionally acquainted team over time 

(Gruenfeld et al. 1996, Langfred 1998). 

The high stabilizing effect of prior professional relationships in the case of low 

venture performance is another source for further investigation. Even though professional 

acquainted teams are mainly extrinsically motivated, team members of low performing new 
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ventures might stick together even stronger in order to “turn around the ship” in a shared 

collective effort and hesitate to escape from the team. As the underlying exchange relations 

are not expected to be violated due to a proven track record, established rules of reciprocity 

and trust, and no context switch, an ETMT with a functional setup would rather seek for low 

performance reasons among the firm’s environment or the framework conditions than 

blaming colleagues or questioning the team setup. 

As for prior professional friendship relationships we argued that some downsides of 

prior friendship and prior professional relationships are diminished in combination. They 

contribute to team stability due to higher group thinking tendencies and stronger cohesive 

bonds, low risk of violated exchange relationships, and higher value of the underlying 

exchange relationships (e.g. Parise and Rollag 2010, Francis and Sandberg 2000, Langfred 

1998, Gruenfeld et al. 1996). Prior professional friendship relationships themselves were 

expected to positively influence team stability and moderated by high new venture 

performance this effect was expected to become even stronger. These hypotheses are in line 

with our results. 

The developed hypothesis and assumptions based on SET and their empirical 

confirmation proved the validity of social exchange phenomena in an entrepreneurial context. 

We were able to show that individual considerations and decisions regarding benefits and 

costs of dyadic relationships compared to external comparison levels of alternatives do have 

important influence on critical factors such as growth and stability in a new venture start-up 

phase. Furthermore, analyzing stable exchange relationships adhering to certain rules of 

exchange supported our understanding of dynamics within ETMTs. 

Managerial implications 

Managers, FTs, and investors have a clear interest in efficient and stable ETMTs in order to 

reduce frictions of additions and departures and utilize available resources maximum 

efficiently. As prior relationships independent of their type in general strongly contribute to 



Prior relationships as antecedents for team stability in ETMTs during the start-up phase 
 

 

Page 136 of 178 

team stability, practitioners are suggested to assure prior shared experiences and knowledge of 

each other when assembling an ETMT. Especially prior professional relationships lead to high 

stability in cases of low new venture performance and thereby reduce turnover frictions. This 

can be favorable in cases of “ideal” team configurations, where the reasons for low new 

venture performance are independent of the team and are located in external or environmental 

conditions.  In  cases  of  team  setups  which  do  not  fit  necessary  skills  or  diversity  of  

environmental requirements, such strong team stability characteristics can have detrimental 

effects and result in high efforts to break such a team apart and exchange ETMT personnel. 

We suggest setups with prior professional friendship relationships, as such configuration offer 

high team stability in general and increase this stability with growing new venture 

performance even more. Thus, such teams bring along a “self-adjusting” mechanism which 

provides a team setup based on stable exchange relationships but also increases and decreases 

team stability and personnel adjustments as a function of new venture performance in order to 

account for changes in the team capability requirements. 

Final considerations and directions for future research 

This empirical analysis advances the current state of research on ETMTs by adding a team-

level perspective and explaining antecedents of team assembly and team collaboration and 

their influence on a team’s efficiency and stability. Thereby we based our work on pre-

existing relationships among work groups, friendships among TMTs and ETMTs, and social 

exchange processes within diverse relationships (e.g. Parise and Rollag 2010, Francis and 

Sandberg 2000, Gergen 1980). HC and SC research is enhanced by digging deeper into the 

bonding dimension of SC (e.g. Adler and Kwon 2002, McGee and Dowling 1994, Schefczyk 

and Gerpott 2001). ETMT research which revealed frequently the high relevance of human 

resources and interpersonal interactions (Ensley and Hmieleski 2005, Ensley and Pearce 

2001) is extended by including a perspective beyond the individual-level and introducing 

antecedents of team collaboration even before the team assembly phase (Kamm and Nurick 
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1993, Kamm et al. 1990, Kor 2003, Franke et al. 2008). We found the quality of underlying 

exchange  relationships  to  determine  the  ability  of  an  ETMT to  leverage  available  resources  

and apply them efficiently. Moreover, team stability research is advanced by extending the 

range of influential determinants (e.g. O'Reilly III et al. 1989, Boeker and Wiltbank 2005, 

Schefczyk and Gerpott 2001). SET research is broadened by applying it to the research field 

of ETMTs and new ventures and by explaining the exchange of resources within new 

ventures  as  a  function  of  their  ETMTs  prior  relationships  (e.g.  Wilson  et  al.  2010,  Gergen  

1980). 

As this study is subject to survivorship bias due to its research design from a historic 

perspective, we suggest advancing research by applying a longitudinal research design and 

including insolvent, bankrupt, closed, and abandoned firms into the underlying panel as well. 

Moreover, the panel could be separated into different industry types in order to investigate 

specific characteristics or the panel can be extended by including other legal statues than 

primarily capital companies. 

Over the time, ETMT acquaintances develop as professional colleagues might become 

friends, friends become professional colleagues, or friendships break apart. Thus, relationship 

types are subject to change and hold for a medium term observation period only. This study 

focuses on relationship statuses at the time of venture foundation and does not consider such 

relationship dynamics so far. As shown by Kratzer et al. (2005), the rising cohesiveness of 

informal  friendly  contacts  (not  friendships)  among a  team can  lead  detrimental  effects  over  

time and lower team performance. Thus, we recommend digging deeper into these 

development processes and include different development paths as mediators within the 

connection between prior relationships and team stability. In addition, the relationship 

development of unacquainted teams can contribute to the understanding of externally 

assembled ETMTs further more. 
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Another suggestion to investigate in further detail is about the type of resources 

exchanged and how they are exchanged within ETMT exchange relationships. This study is 

limited to the explanation of different resource types on a continuum from economic to socio-

emotional ones but does neglect differences in exchange behavior depended on the resource, 

perceived value of different resources, and the weighting of diverse resources in the 

individual’s cost/benefit analysis. 

Finally, we expect interesting results from extending this study by applying empirical 

methods on how prior relationships influence a new venture’s performance over time. 

However, we could not find any significant results for performance measures so far based on 

our sample. 

Based on the empirical results of this paper we are confident in the added value of 

digging deeper into the research stream of shared experiences and taking a holistic team-level 

perspective in order to gain insights into collective antecedents, underlying prerequisites, and 

catalysts of efficient and stable entrepreneurial endeavors. 
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The relevance of ETMT research 

Introduction 

The literature on ETMTs and the preceding chapters prove that such teams play a significant 

role for a new venture’s performance (e.g. Eisenhardt and Schoonhoven 1990, Vissa and 

Chacar 2009, Beckman et al. 2007). As a concluding elaboration of the dissertation, this 

chapter investigates the relevance of ETMT research and analyzes how early stage teams 

differ from more mature teams in later development stages of a new venture in terms of their 

impact and influence on performance measures. Drawing on the UET, this analysis tends to 

justify the existence of a distinct ETMT research stream in an entrepreneurial context. As the 

organizational characteristics of the firm, the internal structures and processes, as well as the 

team itself develop over time, the situation in which individual cognitive bases and values are 

applied and how it is interpreted by managers is expected to change over time (e.g. Carpenter 

et al. 2004, Hambrick and Mason 1984). 

The research into TMTs has a much longer history than the study of ETMTs. Thus, the 

number of studies of TMTs is clearly greater than that of ETMTs (Huovinen and Pasanen 

2010). There are several differences between these teams with regards to their appearance in 

the organization, their attitude, their composition, and their skill set and experiences. 

Huovinen and Pasanen (2010) describe a couple of distinctions which separate ETMTs from 

TMTs. First, ETMTs are typically engaged in small and medium enterprises, while TMTs can 

be found predominantly in large companies. Research studies commonly base their analyses 

on such assumptions. Second, research on TMTs focuses usually on growth and profitability 

variables, while ETMT analyses focus on growth only due to the limited explanatory power of 
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profitability measures in early stages of a firm. Third, TMTs are assembled based on titles, 

skills, and experiences. ETMTs instead are often united by a deep shared commitment to each 

other as members of the team and to the new venture’s future. Fourth, ETMTs are mostly 

owners and managers of the new venture at the same time and they bear the economic risks of 

the company. TMTs instead function in leadership positions and can benefit from the 

separation of rational decision-making functions and ownership risk (Ucbasaran et al. 2003). 

In order to achieve substantial growth, new ventures are often in need for managerial 

professionalization. They have to substitute the ETMT by a more experienced management in 

order  to  account  for  necessary  knowledge  and  skills  for  being  able  to  cope  with  challenges  

stemming from organizational growth (Hellmann and Puri 2002). However, Weinzimmer 

(1997) found that some large firm TMT theory is applicable to small-firm growth as well. 

This analysis tends to investigate the differences among ETMTs and TMTs which 

arise from their positions on a firm’s development path. As no comparable empirical studies 

on the different effects of such teams were found, the following analysis provides results that 

close an open gap between the TMT and ETMT streams and offer evidence for the necessity 

to investigate ETMT phenomena in a distinct research stream. 

As this dissertation is about entrepreneurship and new ventures, young start-up firms 

are not compared against large long-time operating incumbents. Instead the focus is on 

maturity effects of management teams among different stages of a new venture’s expansion 

period. Within this analysis the “early stage” of a new venture is defined as the period 

between the first and the third year after founding. The “mature stage” of a new venture is the 

period  between  the  fourth  and  the  sixth  year  after  founding.  Accordingly,  the  TMT  of  the  

early stage is defined as the ETMT and the TMT of the mature stage simply as the TMT. 

The core questions of this investigation aim on differences between ETMTs and TMTs 

and how their impact on a firm changes over time. How does the influence of a new venture’s 

management team on performance develop within the initial years of operation? Are there 
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differences in the required managerial capabilities? Is the explicit ETMT research stream 

relevant at all? These questions are approached by a test via two empirical models which 

measure and compare the impact of ETMT and TMT characteristics on firm performance in 

an early stage and a mature stage of the firm. 

The major contribution of this analysis is to justify the separation of ETMT research 

from  its  origin  of  TMT  research  and  to  prove  their  differences.  Moreover,  the  results  offer  

empirical evidence of the comparably higher influence of ETMTs and allow for further 

investigation of the levers which facilitate such teams to maximize their influence. HC and SC 

research streams are amended by explaining the changing relevance of such resources in 

different development stages of a firm. The analysis starts with a theoretical derivation of 

hypotheses, then explains the sample, applied methods, and used variables, and finally 

discusses and interprets the results. 

Theory and hypotheses 

The theoretical considerations base on the initial work of Hambrick and Mason (1984) and an 

advanced model describing the UET as developed by Carpenter et al. (2004). The latter 

introduces several amendments. Hambrick and Mason (1984) explain strategic choices within 

firms as a reflection of the TMT’s values and cognitive bases and the individual interpretation 

of external and internal situations. Such values and cognitive bases are seen as a function of 

observable characteristics of the TMT. Strategic choices ultimately result in firm 

performance. Carpenter et al. (2004) add moderating variables which influence the main 

effect between theoretical TMT constructs and organizational outcomes. Such contingent 

moderators are environmental, organizational, or leadership influences. 

Due  to  its  relevance  for  this  analysis  the  focus  is  on  the  moderators  influencing  the  

main effects between values and cognitive bases of the TMT and organizational outcomes. It 

is especially the organizational and leadership aspects that change as the firm develops and 
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grows (Carpenter et al. 2004). This might lead to different impact and mechanisms of action 

in the relationship between TMTs and organizational outcomes. The initial situation right 

after founding is an empty field which needs to be filled by the ETMT with structure, strategic 

focus, creativity, and resources from scratch. Within an early stage, value is generated directly 

through the ETMT via introducing an array of HC and SC (Kor and Mahoney 2000), valuable 

financials, initial effort to get the operations started, and acquisition of funds, customers, 

suppliers, employees, and advisors (Cooper and Daily 1997). In later stages the business 

model is already operating on its own, initial mistakes were revised, and the leeway for 

managerial action is limited compared to the early stage. The firm itself already represents 

value through its assets, customer base, sales, and established processes (e.g. Srivastava et al. 

1998). It can be expected that the direct effects of every action taken by the TMT on the 

organization decreases over time due to established structures, hierarchies, defined processes, 

normative frameworks, and delegation of responsibilities to lower hierarchical levels (e.g. van 

de Ven et al. 1984, Penrose 1959). As shown in the model of Carpenter et al. (2004), 

organizational context and leadership aspects moderate the influence of the TMT on 

organizational outcomes. Organizations develop over time and build structure, processes, and 

hierarchies (Penrose 1959). This goes along with a transfer of corporate control from the TMT 

to lower hierarchical levels and defined processes (e.g. Dermer and Lucas 1986, Jensen and 

Meckling 1976). The influence of the TMT becomes more indirect due to internal delegation, 

outsourcing of services, and external market influences and thereby looses power of impact. 

The ability of the TMT to control and influence venture growth becomes reduced and instead 

it is more subject to aspects of the environment and the characteristics of the organizational 

entity. Thus, the following first hypothesis is stated: 

 

Hypothesis 1: Characteristics of an ETMT in the early stage of a new venture have greater 

impact on sales growth than characteristics of a TMT in a mature stage. 
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Moreover, the required capabilities a TMT has to bring along are expected to depend 

on the development stage of a new venture. The necessity to professionalize a firm’s 

management and therefore to account for new rising managerial requirements on skills and 

experiences was already found by Weinzimmer (1997) and Hellmann and Puri (2002). The 

initial challenge of founding a new venture and overcoming the liability of newness (e.g. 

Stinchcombe 1965) is building external ties to suppliers, customers, investors, and advisors. 

Thus, the ability to span such network ties and to introduce a certain amount of social 

bridging capital is expected to be a crucial success determinant of a new venture’s ETMT 

(e.g. Beckman et al. 2007, Hsu 2007). Same applies to the internal social bonding capital in 

order to efficiently work together within the ETMT and to acquire and introduce personnel. A 

good knowledge of the industry the new venture is operating in offers additional important 

experiences. Industry players, customer behavior, regulatory issues, and further typical 

characteristics are known upfront and can, similarly to founding experience, facilitate the 

start-up phase (e.g. Colombo and Grilli 2005, Gimeno et al. 1997). Thus, the following 

second hypothesis is stated: 

 

Hypothesis 2: Skills and capabilities among the team relevant for building initial social ties 

(e.g. prior firm affiliations, prior relationships among the team) and for dealing with start-up 

requirements (e.g. founding and industry experience) are more relevant for ETMTs than for 

TMTs. 

 

Sample, method, and variables 

The underlying sample consists of 88 German cross-industry ventures founded by teams 

between 2000 and 2004 and still operated by teams with two or more members. This sample 
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is a plausibility checked subsample of the survey-based data collection as described in chapter 

“Prior relationships as antecedents for team stability in ETMTs during the start-up phase”. 

Two models are compared regarding their explanatory power and the impact of individual 

variables with focus on team-specific measures. The ETMT model includes variables 

representing ETMT characteristics and the initial sales growth of the new venture between the 

first and third year after founding as the dependent variable. The TMT model includes 

variables  representing  the  characteristics  of  the  mature  stage  TMT  and  the  sales  growth  

performance beyond the start-up phase between year four and six after founding. Both models 

are based on the same 88 ventures with focus on different stages in the firm’s lifecycle and 

different managerial characteristics dependent on the respective TMT in charge. 

As the statistical method OLS regression is used in order to show the causal 

interdependencies of team characteristics and new venture performance in different firm 

development stages, the impact of individual variables, and the explanatory power of the 

underlying models. Multicollinearity was not a problem in both models, as solely satisfying 

tolerance levels above 0.1 and only correlations between independent variables below 0.7 

were found (see Table 8 and Table 9). A normal distribution of the error terms is presumed 

due to a satisfactory number of observations (N=88). 

As the dependent variables “sales growth” the CAGR of the new venture’s sales 

growth within two consecutive years in the early and mature stages of the firm’s lifecycle is 

used (e.g. Ensley et al. 2006b, Chaganti et al. 2008, Shrader and Siegel 2007). Sales growth is 

an appropriate measure of a new venture’s performance as it represents the ability of a firm to 

establish itself in the market, to grow, and to overcome start-up handicaps (e.g. Stinchcombe 

1965, Brush and Vanderwerf 1992). Profitability and investment returns instead are usually 

negative in the first operative years and permit a sound comparison with later stage data. 

Moreover, a sales measure focuses on the strategic orientation of a firm, the seeking for 

business opportunities, the fit with environmental requirements, and the satisfaction of target 
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group needs, which are all influenced by an ETMT’s and TMT’s decision-making. Cost 

structures and dependent profitability measures instead are usually influenced by industry-

specific effects and cannot always be attributed to management team characteristics. 

The independent variables are a collection of team-specific, environmental, and firm-

specific measures, selected to represent the major influencing factors on sales growth. 

Environmental and firm-specific measures serve as control variables. “Education”, “industry 

experience”, “founding experience”, “team size”, “average team age”, “prior firm 

affiliations”, “environmental dynamism”, and “capital available” are defined as described in 

chapter “Prior relationships as antecedents for team stability in ETMTs during the start-up 

phase”. Each of the team-specific variables is once calculated for the ETMT and for the TMT. 

“Prior relationships” is a simplified measure of the relative share of existing relationships 

either professional or/and based on friendships among the ETMT and TMT prior to the 

venture foundation. It is included in order to account for the bonding dimension of SC (Adler 

and Kwon 2002). The “firm’s stage of development” represents typical changes in growth 

which come along with the position in a firm’s lifecycle and needs to be considered when 

comparing different performance levels over time. Finally, “functional heterogeneity” is a 

further team-specific measure which was often found to significantly influence a new 

ventures performance (e.g. Vissa and Chacar 2009, Beckman et al. 2007, Amason et al. 2006, 

Hmieleski and Ensley 2007) and thus amends the existing set of variables. It is calculated 

within the team via Blau’s index (Blau 1977). Respondents were asked to categorize each 

team members into one of seven functional clusters: marketing, administration, production, 

research and development, finance, information technology, and legal. The resulting index 

ranges from 0 to 1, where 0 indicates no heterogeneity and 1 very high heterogeneity among 

the team. 
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Results 

 

Table 8 – Descriptive statistics for ETMT variables 

Descriptive statistics for ETMT variables: Pearson correlations, means, and standard deviations 
Variables Mean SD 1 2 3 4 5 6 7 8 9 10 11 

1 Education 0.66 0.356            
2 Industry experience 8.01 6.799 -.197*           
3 Founding experience 0.40 0.400 -.040 .034          
4 Functional heterogeneity 0.43 0.223 -.112 .089 .130         
5 Prior firm affiliations 2.00 1.168 .085 .256** .198* .277***        
6 Prior relationships 0.96 0.152 .032 .053 .023 -.229** -.159       
7 Average team age 37.66 8.084 -.075 .577*** .198* .271** .262** .005      
8 Team size 2.51 0.854 -.075 .070 -.152 .341*** .002 -.487*** -.053     
9 Environmental dynamism 3.96 1.065 .180* .077 -.013 -.203* -.310*** .237** .119 .028    
10 Firm’s stage of development 3.36 0.843 -.021 -.089 -.260** .069 -.124 -.109 -.195* .281*** -.122   
11 Capital available 398,236.09 2,168,125.709 -.020 .225** -.143 .072 -.112 .040 .113 .435*** .122 .061  
12 Sales growth year 1-3 0.34 1.015 .099 -.181* -.106 .075 .191* -.634*** -.101 .285*** -.238** .259** -.041 

N=88; * p < 0.1, ** p < 0.05, *** p < 0.01 (two-tailed tests) 
 

Table 9 – Descriptive statistics for TMT variables 

Descriptive statistics for TMT variables: Pearson correlations, means, and standard deviations 
Variables Mean SD 1 2 3 4 5 6 7 8 9 10 11 

1 Education 0.68 0.362            
2 Industry experience 11.14 7.013 -.189*           
3 Founding experience 0.60 0.411 .014 -.038          
4 Functional heterogeneity 0.44 0.223 -.018 -.034 -.084         
5 Prior firm affiliations 2.55 1.902 -.096 .103 .020 -.012        
6 Prior relationships 0.96 0.151 -.160 .103 .220** -.214** .008       
7 Average team age 43.66 8.411 .067 .295*** -.109 .044 .115 -.012      
8 Team size 2.47 0.785 .018 -.142 -.075 .373*** -.084 -.620*** -.092     
9 Environmental dynamism 3.96 1.065 .136 .078 .003 -.221** -.310*** .122 .148 -.102    
10 Firm’s stage of development 3.36 0.843 -.056 .015 -.284*** .045 -.058 -.059 -.049 .222** -.122   
11 Capital available 398,236.09 2,168,125.709 .077 .179* -.218** .009 -.056 -.202* .143 .057 .122 .061  
12 Sales growth year 4-6 0.32 0.890 .087 -.221** -.082 .156 .103 -.613*** -.039 .496*** -.193* .199* -.044 

N=88; * p < 0.1, ** p < 0.05, *** p < 0.01 (two-tailed tests) 
 

The comparison of descriptive statistics of ETMTs and TMTs offers first indications 

on how conditions and relations change from the early stage to the mature stage. The 

descriptive  statistics  for  ETMTs in  the  early  stage  are  shown in  Table  8;  the  same data  for  

TMTs in the mature stage are shown in Table 9. Some variables determined prior to the 

venture foundation, such as environmental dynamism and capital available, stay constant over 

time as the underlying sample consists of the same set of firms. Certain relationships between 

distinct variables stay also stable over time and others change significantly between the early 

stage and the mature stage. 

The increase of industry and founding experience and prior firm affiliations over time 

is not uncommon as either the ETMT gained experience within the years between the two 

measurement points (early vs. mature stage) or the management team experienced turnover 

and replacements by more experienced individuals. Accordingly the average team age rises.  
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While the composition of ETMTs obviously focuses on higher educational levels among the 

team in case of environmental dynamism, this pattern is no longer valid in a later firm stage. 

Same  applies  to  the  share  of  prior  relationships  among  the  team.  In  high  dynamic  

environments founders tend to favor known and secure team setups based on a higher share of 

prior relationships. This effect again vanishes as the firm matures. Intuitively, the positive 

correlations for ETMTs between the number of prior firm affiliations and industry and 

founding experience each are reasonable. This pattern again vanishes for mature firms and 

leads to the interpretation that team amendments in later stages tend to focus more on 

functional skills instead of industry experience. The decreasing correlation between average 

team age and industry experience supports this argumentation. Firms with high initial capital 

available do not seek for founding experience or prior relationships in a later stage. While 

such HC and SC might be relevant during the early stage, the available capital supports 

growth paths to faster professionalization where the management requirement profile is more 

on experienced managers and less on entrepreneurs. However, team size strongly correlates 

with capital available during the early stage. The relation between team size and the share of 

prior relationships is negative for both ETMTs and TMTs. This might be attributed to the 

assembly characteristics of acquainted teams to stick to a small team size. However, the 

negative correlation increases over time and leads to the conclusion that large teams tend to 

recruit skilled foreigners to amend their teams and small teams prefer to recruit known people. 

Two  models  were  defined,  built,  and  tested  to  analyze  the  impact  of  ETMT’s  and  

TMT’s  characteristics  on  sales  growth,  as  shown  in  Table  10.  The  data  for  both  models  

comprise of the same 88 firms with different measurement points in time. Both models are 

highly significant. 

First of all, the R² of the ETMT model (0.434) exceeds the TMT model (0.407). Thus, 

the explanatory power of the model and the included variables is higher and leads to the 

conclusion that the impact of ETMT characteristics on sales growth during the early stage in 
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sum is higher than the impact of TMT characteristics in later stages. The team characteristics 

of TMTs are slightly losing their impact on new venture performance. This is supported by 

the number of significant team characteristics in each model and the size of the coefficient 

betas. However, the difference between the explained variances via the R² is limited. This 

might be attributed to the comparison of two close stages within the new venture expansion 

phase, instead of comparing early stage new ventures with established long-time operating 

incumbents where the effect might be even more intense. As mentioned by Baron and Hannan 

(2002) and Baron and Shane (2008), a founder’s imprint on the emerging organization and its 

processes is undisputed and holds for a considerable time even when members leave the firm. 

Thus, early and mature stages are finally influenced by the same initial founder’s imprint 

which might explain the limited variance found in this study. Moreover, more mature stages 

always depend to a certain degree on earlier stages as they determine the starting point for a 

chosen development path. 

 

Table 10 – OLS regression model for ETMTs and TMTs 

OLS regression 
 ETMT model 

(Dependent: sales growth year 1-3) 
TMT model 
(Dependent: sales growth year 4-6) 

     
Constant 3.575  2.467  
     
Team-specific variables     
Education 0.065  0.002  
Industry experience -0.183 * -0.144  
Founding experience -0.060  0.064  
Functional heterogeneity -0.106  -0.024  
Prior firm affiliations 0.185 * 0.118  
Prior relationships -0.614 *** -0.550 *** 
Average team age 0.040  0.035  
Team size -0.048  0.127  
     
Environmental and firm variables     
Environmental dynamism -0.040  -0.040  
Firm’s stage of development 0.204 ** 0.172 * 
Capital available 0.055  -0.126  
     
F-value 7.130  6.501  
Adjusted R² 0.434  0.407  
N 88  88   
For each variable the standardized coefficient beta is given 
* p < 0.1, ** p < 0.05, *** p < 0.01 (two-tailed tests) 
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Industry experience and prior firm affiliations are significant only in the ETMT model. 

The share of prior relationships is highly significant in both models, but the influence 

represented by the beta is higher for ETMTs. Thus, the number of significant team 

characteristics drops over time and reduces the relevance of managerial characteristics in later 

stages. Hypotheses 1 and 2 are supported. 

Conclusion 

These results verify the importance of an ETMT research stream and its separation from TMT 

research. First, the impact of ETMTs in early stages of the firm is higher compared to TMTs 

in mature stages. The grass roots of a firm are defined within the early stage with substantial 

effect  on  the  further  development  path.  As  resources  are  limited  in  the  beginning,  their  

efficient management and allocation is of utmost importance for the firm’s well-being. 

However, the shaping and aligning influence of an ETMT is not only more influential on firm 

outcomes, but also contributes strongly to the initial characteristics, culture, and vision of new 

ventures. Second, the relevant team characteristics differ between ETMTs and TMTs and 

have differently positive or negative effects dependent on the development stage of the firm. 

This trend is not only relevant when comparing young firms and established incumbents, but 

already appears within different measurement points in the expansion period years of new 

ventures. The dynamic of an emerging venture asks for flexibility and the ability for adoption 

in the management’s skill-set and configuration. Thus, an examination of TMTs is highly 

context dependent and requires a thorough analysis of the firm’s development stage. Third, 

this analysis underlines what researchers already found when investigating VC investment 

decisions. Besides e.g. unique selling propositions or an attractive market niche, it is 

especially the composition and motivation of the ETMT that counts for investors (e.g. 

Beckman et al. 2007, Hsu 2007, Franke et al. 2004) when deciding to engage in start-ups, 
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while later stage engagements concentrate more on markets, assets, profitability, and potential 

for operational excellence. 

Besides the general justification of ETMT research it might be interesting for further 

studies to test for the general relative impact of TMT characteristics. Research on new venture 

outcomes is a multilevel approach as the impact on firm outcomes is certainly not limited to 

the TMT but is also dependent on individuals, organizations, and the firm’s environment 

(Ruigrok and Tacheva 2004). Thus, especially in larger firms with declining influence of the 

TMT,  the  comparison  of  different  firm-relevant  measures  might  be  of  interest.  Is  the  TMT  

impact comparably relevant at all or do other measures such as industry, environmental 

dynamics, tension within the financial markets, available resources, board structure, 

regulatory issues, or organizational structure show more relevant relative impact? 

Moreover, a discussion of the appropriateness of theories and methods might give 

further insights into the qualification of certain proxies. Which theories lead to which proxies 

of managerial characteristics and do these proxies measure the underlying phenomena 

precisely and without error? Are some of these proxies just mediating effects and social and 

cultural antecedents are much more important? What does e.g. the level of education tell us 

about an individual and is it really the education itself or the willingness and motivation to 

perform and the expansion of social networks (e.g. at university) during the education-period 

that have impact? Such question can help to gain an even deeper understanding of ETMT 

research and advance existing studies. 
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Final conclusion 

This  dissertation  explored  the  ETMT  research  stream  with  primary  focus  on  existing  

relationships among a team prior to the new venture foundation. One literature review, one 

theoretical study, and two empirical studies investigated different aspects of ETMT 

characteristics and their impact on new ventures. The main contribution of this dissertation is 

about the utilization of intangible inter-personal social resources stemming from prior dyadic 

relationships among the ETMT. 

The literature review developed an overview of the status quo in the research stream, 

exposed open research gaps, and developed a comprehensive causal model. Coming from 

these results, the analysis of existing relationships among the ETMT prior to the new venture 

foundation and their consequences on the subsequent management process in an 

entrepreneurial context were, among others, found to be neglected so far. The investigation of 

intangible social resources and the introduction of theories stemming from the sociologic 

research stream in an entrepreneurial context appeared to be worth digging deeper into. Thus, 

the  second  study  analyzed  such  social  resources  among  the  ETMT  from  a  theoretical  

perspective and developed several propositions on how such prior relationships influence new 

venture performance and team stability. Some of these propositions were empirically tested 

within the third study. The results show that such social resources, which stem from the 

collective team and not from individuals alone, are of clear value for a new venture and 

contribute to team stability. By going beyond the individual level and taking a holistic team-

perspective another source of resources relevant for ETMTs was revealed and explored.  

A number of theories and methodologies from different disciplines were applied in 

this dissertation. It were the known theories within the ETMT research stream such as UET, 
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HC theory, and SC theory which allowed for an initial understanding of the relevance of 

influence  and  resources  brought  along  by  ETMTs.  Instead,  the  application  of  SET  offered  

new insights and allowed for digging deeper into intra-personal mechanics. Coming from the 

sociology, SET was used to describe efficiency processes among a group of people to reach a 

shared economic goal. 

Within this discussion some limitations have to be pointed out which were 

encountered during the process of writing. The underlying social interactions within the 

ETMT are measured via proxies. Different prior relationships serve as antecedent proxies on 

how teamwork is characterized among the members of the ETMT in a business context. Such 

measures can only to a limited extend represent the actual habits and interactions within 

dyadic relationships during the management processes. When testing empirically for the 

effects of prior relationships, no relevant and significant results were found for the dependent 

variable “new venture performance”. This does not mean that there is no effect, but the 

sample  of  this  dissertation  was  only  able  to  prove  effects  on  team  stability.  Moreover,  the  

increased impact of ETMTs versus TMTs on new venture performance in the early expansion 

period is limited. The comparison of new ventures and long-time existing incumbents might 

reveal more powerful results. 

Future works 

Apart of the described suggestions for future research directions at the end of the relevant 

chapters, there are some overall issues still to be addressed. 

It is suggested for future research not to focus on a limited set of obvious proxies only. 

Instead, the more intense investigation on social aspects under the surface is highly 

recommended for being able to understand the dynamics between social beings in more detail 

and to identify the original sources of influence and impact. 
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Moreover, the new venture’s development stage is an important control measure 

researchers have to account for in order to focus precisely on the necessary TMT capabilities 

in different stages within a firm’s lifecycle. Such management requirements, which already 

differ within the early expansion phase of a new venture, change over time and ask for a 

definite sample scope in future studies. 

The  combination  of  theories  and  findings  from  the  ETMT  research  stream  and  the  

sociology stream offers further potential for investigation. Inter-disciplinary approaches allow 

for broadening the horizon by overcoming the limitations of theories in distinct research areas 

and opening the field for gaining new insights, amending existing findings, and extending the 

understanding of phenomena in the focus of the ETMTs. 

Final remarks 

This dissertation strives to go beyond obvious and superficial impressions of young 

management teams. By taking a team-perspective and digging deeper into inter-personal 

relations and their influencing effects, this attempt is only a first step on the path to reveal the 

underlying intangible origins of entrepreneurial team effectiveness. This work should serve as 

a motivation for researchers and entrepreneurs to be aware of such often neglected sources of 

success and failure. After writing this thesis the author is certain that it is not only about HC 

and SC brought along by individuals, but particularly about the friction-free interaction of 

individuals, networks and their creation, ambition, courage, and the power of endurance to 

start and accomplish an entrepreneurial endeavor successfully. These thoughts shall support 

entrepreneurs in doing the right things, doing them consequent, and by assisting to cultivate 

an atmosphere of entrepreneurial engagement in Germany. 
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