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Abstract
While earlier researchers have argued that the founding team’s industry and start-up

experience should positively affect new venture performance, robust empirical support for

these arguments has been lacking. Moreover, theory suggests that the relationship between

founding team experience and new venture performance may be more complex than

previous empirical research suggests. We test specific hypotheses about the effect of

founding team industry and start-up experience on the survival and sales of 223 new ven-

tures initiated by a representative sample of Swedish new ventures, using a methodology

that overcomes the limitations to previous research. Our results show that founding team

experience enhances both new venture survival and sales, but that the effects are non-lin-

ear, and vary with venture age.

Key words • industry experience • new venture creation • sales growth • start-up experience •

survival

Does founding team experience enhance the performance of new ventures?
Practitioners seem to think so. Investors in new ventures often say that they ‘bet
on the jockey, not on the horse’ when choosing which ventures to back. Arguing
that experienced entrepreneurs will do a better job with a mediocre business
opportunity than inexperienced entrepreneurs will do with an excellent oppor-
tunity, investors hold that entrepreneurs’ greater industry and start-up experi-
ence will create better-performing ventures than entrepreneurs with less
experience. But is it true?
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Perhaps surprisingly, the extant literature does not help very much in
answering this question. Although several studies have examined the effects of
founding team experience on the performance of new ventures, they offer little
clear evidence to guide researchers or practitioners. Despite theory to suggest
that founding team experience might show increasing or decreasing returns, and
might vary with organizational age (Brüderl and Schussler, 1990; Fichman and
Levinthal, 1991), prior studies exploring the effect of founding team experience
on new venture performance posit a linear relationship that does not vary with
venture age or with the amount of founding team experience.

Moreover, as Table 1 summarizes, prior research faces four methodological
limitations. First, studies that test the effect of venture team experience on new
firm survival (Wicker and King, 1989; Brüderl et al., 1992; Taylor, 1999; Bates
and Servon, 2000; Van Praag, 2003) rarely test for convergent validity with
other dimensions of new venture performance. The few studies that do examine
the effect of founding team experience on firm survival and other measures of
new venture performance (Gimeno et al., 1997; Shane and Stuart, 2002; Bosma
et al., 2004) do not find consistent effects on multiple measures of performance.

This pattern of empirical results makes it difficult to accept the hypothesis
that founding team experience enhances new venture performance. Because ven-
ture team start-up and industry experience do not have the same effects on mul-
tiple measures of new venture performance, researchers should only accept the
more nuanced hypothesis that venture team experience reduces the likelihood of
new venture failure. This result raises an important theoretical question:
Perhaps founding team endowments offer a buffer that allows new firms to sur-
vive, but have no effect on sales or profits (Brüderl and Schussler, 1990; Fichman
and Levinthal, 1991) because the benefits of experience that permit survival may
not be sufficient to generate positive outcomes (Otani, 1996).

Second, virtually all previous studies that examine the effect of founding
team experience on aspects of new venture performance other than survival fail
to correct for venture failure, limiting the validity of their findings. [Gimeno et
al., 1997 is the only exception we could identify.] Studies that fail to correct for
new venture survival face a selection problem because they only examine the
performance of new ventures that have managed to survive. The failure to cor-
rect for new venture survival in regressions that examine the effect of founding
team experience on new venture performance results in systematic downward
bias in the estimates for the effect of founding team experience. If founding
team experience reduces the failure rate of new ventures, then a selected sample
of surviving ventures will have a higher level of founding team experience than
a non-selected sample of all new ventures. The reduced variance among the sur-
viving ventures makes it less likely that the effect of founding team experience
on measures of new venture performance will be observed. Thus, the examina-
tion of the uncorrected effects of founding team experience on measures of new
venture performance suggests less convergence between the effects of venture

216 STRATEG IC  ORGANIZAT ION 4(3 )

066596 Delmar & Shane  26/5/06  9:00 am  Page 216



Firs
t P

ro
of

DELMAR &  SHANE : DOES  EXPER IENCE  MATTER? 217

Table 1 Prior studies looking at venture team industry and start-up experience

Significant Significant Measures
effect of effect of Sample effect of
team start- team industry representative Corrects team exp. on Retrospective
up exp. on exp. on of population for another surveys of

Study Sample survival on survival new firms selection performance interviews

Bates
and
Servon
(2000)

275 businesses
in 1992
Characteristics
of Business
Owners
Database
formed
1986–92 who
were self-
employed
because they
could not find
suitable work
elsewhere

Not tested Positive No No Not tested No

Bosma et al.
(2004)

896 new
businesses
started in
Netherlands in
1994 and
registered in
database of
Dutch chamber
of commerce

No Positive No No Positive effect
of start-up
and industry
experience on
three-year
profit and
positive effect
of industry
experience on
three-year
employment

No

Brüderl et al.
(1992)

1849 business
founders in
Munich area
who founded
firms during
1985 and 1986

None Positive Yes No No Yes

Brüderl and
Preisendorfer
(1998)

1849 business
founders in the
Munich area
who founded
firms during
1985 and 1986

None Positive Yes No Yes, positive
effect of
industry
experience on
sales growth

Yes

Gimenao et
al. (1997)

1547 firms
from NFIB
membership
founded in
1983–5 with
exit recorded
in 1986 and
1987

None Positive Yes No Yes, positive
effect of
startup and
industry
experience on
economic
performance

Yes
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team experience on firm survival and other performance measures than is actu-
ally the case (Greene, 2000).

Third, many of the studies of the effect of venture team experience on new
venture survival use retrospective designs (Brüderl et al., 1990; Gimeno et al.,

218 STRATEG IC  ORGANIZAT ION 4(3 )

Table 1 Continued

Significant Significant Measures
effect of effect of Sample effect of
team start- team industry representative Corrects team exp. on Retrospective
up exp. on exp. on of population for another surveys of

Study Sample survival on survival new firms selection performance interviews

Klepper
(2001)

Population of
entrants in the
US automobile
industry
1895–1966

Positive No No No Not tested No

Pennings et
al. (1998)

Dutch
accounting firms
established
1880–1990

Not
tested

Curvilinear No No Not tested No

Shane and
Stuart
(2002)

134 firms
founded to
exploit
inventions
assigned to MIT
1980–94

None None No No Yes, positive
effect of
industry
experience
on likelihood
of IPO

Yes

Taylor (1999) British
household
panel survey
1991–5

Positive Not tested Yes No Not tested Yes

Van Praag
(2003)

271 white
males 20–32
years old who
become self-
employed in
unincorporated
companies
1985–9

No Positive No No Not tested No

Wicker and
King (1989)

413 retail and
service estab-
lishments in five
Southern
Californian
counties in
1985 taken
from California
State Board of
Equalization

Not
tested

Positive No No Not tested No
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1997; Brüderl and Preisendorfer, 1998; Taylor, 1999; Shane and Stuart, 2002) to
gather data, raising the potential for another type of selection bias. Because the
failure rate of new ventures is very high in their early years, studies using retro-
spective methods typically examine a selected group of surviving firms. Unless
researchers have some archival method for gathering information about the vari-
ables of interest, retrospective research designs fail to capture information on
failed ventures (because key informants are not available to answer questions
about those ventures). As a result, the observed positive association between
founding team experience and the survival of new ventures indicates that these
studies systematically over-sample new ventures with experienced founders, bias-
ing the estimates of the effect of founder industry and start-up experience.

Fourth, even the empirical evidence that shows the positive effect of found-
ing team experience on new venture survival has limited generalizability
because most previous studies (Wicker and King, 1989; Gimeno et al., 1997;
Bates and Servon, 2000; Van Praag, 2003; Bosma et al., 2004) have explored
convenience samples that do not represent known populations, or are limited to
a single industry or sector (Pennings et al., 1998; Klepper, 2001; Shane and
Stuart, 2002). Because previous samples are not representative of the population
of newly founded firms, researchers cannot conclude that founding team indus-
try and start-up experience enhance the survival of the typical new venture.

The purpose of this study is twofold: First, it examines the effect of found-
ing team experience on the survival and sales development of new ventures
using a research design that overcomes the four methodological limitations
described above. Second, it examines hypotheses which argue that the effect of
founding team experience is neither constant over venture age, nor linear across
the entire range of experience.

Empirically, we examine the effect of founder industry and start-up experi-
ence on new venture survival and sales over their first 30 months of life for a
sample of 223 new ventures representative of the population of new firms
founded in Sweden in 1998. Our results indicate that founding team industry
and start-up experience enhance both new venture survival and new venture
sales, but the effects are nonlinear, and vary with venture age.

Theoretical background and hypotheses

A wide variety of studies have shown that new firms suffer from a liability of
newness (Carroll and Hannan, 2000). As Stinchcombe (1965: 263) explained:
‘new organizations, especially new types of organizations, generally involve new
roles, which have to be learned.’ In addition, new ventures lack routines for
coordinating the activity of organization members, as well as for producing and
delivering products or services. Furthermore, new ventures lack the social ties to
key stakeholders that facilitate economic activity (Arrow, 1974).
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Researchers have studied a variety of factors that overcome these liabilities
of newness, and positively affect the performance of start-up firms. These factors
include aspects of the external environments, including founding conditions (see
Carroll and Hannan, 2000 for a review), and industry characteristics (Eisenhardt
and Schoonhoven, 1990; Caves, 1998). They also include aspects of firm strat-
egy (Boeker, 1989), including the choice of alliance partners (Stuart et al.,
1999), entry timing (Mitchell, 1991), and barriers to entry (Sandberg and
Hofer, 1987). Researchers have even examined the effect of the status of the
financial backers of new firms (Freeman, 1999), and the prominence of the prior
employers of venture founders (Burton et al., 2002).

Many of these factors, such as environmental conditions or firm strategy,
operate at a higher level of analysis than the individual level at which we focus.
Hence, they are beyond the scope of our study. However, researchers have also
examined the effect of a variety of individual factors, including the social capital
of founders (Shane and Stuart, 2002), founding team demography (Eisenhardt
and Schoonhoven, 1990), the amount of time that the founding team members
have worked together (Roure and Maidique, 1986), venture team size
(Eisenhardt and Schoonhoven, 1990) and the functional backgrounds of the
founders of new ventures (Jones-Evans, 1996).

While these individual factors affect the performance of new ventures and
are important for researchers to study, we argue that two other individual attrib-
utes, the prior start-up and industry experience of the founding team, are also
important and have received less rigorous scholarly attention. Prior founding
team industry and start-up experience are important for two reasons. First, the-
ory suggests that founding team experience is likely to be critical to the perfor-
mance of new ventures. Earlier researchers (Jovanovic, 1982; Otani, 1996) have
suggested that both founding team prior industry and start-up experience help
a new venture to overcome liabilities of newness (Bates, 1990; Gimeno et al.,
1997). Start-up experience, which we define as the previous creation of new
organizations, provides information about such activities as opportunity identi-
fication and evaluation, resource acquisition and firm organizing. Industry
experience, which we define as previous work in the industry in which the new
firm will operate, provides information about industry rules and norms, cus-
tomer and supplier networks, and employment practices.

Both of these forms of experience help entrepreneurs to overcome liabilities
of newness and enhance the performance of their new ventures because the activ-
ities in which entrepreneurs engage are subject to learning curves. The more
that entrepreneurs start firms or work in an industry, the better they become at
organizing firms, acquiring resources, attracting customers and suppliers, and
hiring employees. Because this learning can be transferred by entrepreneurs
from one setting to another, the position of a new venture on the learning curve
is determined, at least in part, by the prior industry and start-up experience of
the founding team.
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Second, practitioners focus their attention on founding team start-up and
industry experience, which suggests their importance. Surveys of investors con-
sistently reveal that they consider the industry and start-up experience of new
firm founders to be among the most important determinants of new venture
success (MacMillan et al., 1985; Hall and Hofer, 1993). We view practitioner
attention to these dimensions as suggestive of a lay theory of new venture suc-
cess that has not received adequate empirical testing.

Theory suggests that founding team experience enhances the performance
of new ventures in three different ways. First, it provides information that facil-
itates the development of the organizing routines and skills in which new ven-
tures are initially disadvantaged. Second, founding team experience provides
role familiarity, which is important when founding team members adopt the
roles that they play in new ventures. Third, founding team experience links the
entrepreneur to a network of employees, suppliers, investors and customers
(Campbell, 1992).

Defining venture performance

Researchers have discussed a variety of outcomes that founding team character-
istics, such as prior industry and start-up experience, might affect. For example,
Schoonhoven et al (1990) examined the effect of founding team characteristics
on the time it takes semiconductor firms to get new products to market, while
Burton et al (2002) and Shane and Stuart (2002) have looked at the effect that
founding team characteristics have on the ability of new ventures to raise exter-
nal capital.

Although previous studies show the effect of founding team experience on a
wide variety of outcomes, we believe survival and sales are particularly impor-
tant measures to study. Many studied outcomes, such as getting new products to
market or raising money, are aspects of the organizing process itself (Delmar and
Shane, 2003). Because founding team experience might have different effects on
aspects of the venture organizing process than on the survival and sales of new
ventures, examination of the effect of founding team experience on the latter
outcomes is necessary to conclude that founding team experience has implica-
tions for new venture outcomes beyond aspects of the organizing process itself.

Hypotheses

Start-up experience
The venture team’s start-up experience should enhance the survival and the sales
of a new venture for at least three reasons. First, much of the relevant knowledge
about creating a new company is learned by doing (Jovanovic, 1982). Start-up
experience provides tacit knowledge of organizing routines and skills that have
already been learned from their prior activities, and which can be transferred to
the new venture (Ripsas, 1998; Shepherd et al., 2000). Experienced firm
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founders have often learned what needs to be done to successfully organize a new
firm because they have previously encountered the problems associated with hir-
ing new employees, finding financial capital, developing a new product, and
establishing contacts with potential customers. Thus, start-up experience pro-
vides a particular type of human capital that cannot be acquired easily through
other means (Carroll and Mosakowski, 1987).

Second, start-up experience provides knowledge of what roles are necessary
in organizations, and who should fill those roles. Knowledge of the appropriate
roles and responsibilities for organization members is often difficult to develop
without establishing new companies and defining the required new organiza-
tional roles and responsibilities (Brüderl et al., 1992). For example, fulfilling the
role of gathering information and making decisions as an entrepreneur is likely
to require experience in these fields (Duchesneau and Gartner, 1990). Start-up
experience also may lead founders to better identify information channels
needed to identify and exploit productive opportunities. Alternatively, experi-
enced founders may know what firm organizing activities to focus attention on,
and so be better able to set up a new firm than inexperienced founders (Ericsson
and Smith, 1991).

Third, start-up experience links the entrepreneur to a network of employees,
suppliers, investors and customers (Campbell, 1992). Because social ties are an
important lubricant of economic activity (Arrow, 1974), the initial lack of ties to
stakeholders hinders new firms relative to established organizations (Stinchcombe,
1965). Start-up experience transfers these social ties from prior settings, facilitat-
ing resource acquisition, the implementation of techniques to evaluate customer
needs and other organizing activities that enhance new venture sales
(Venkataraman, 1997). In addition, start-up experience provides legitimacy in the
eyes of important stakeholders of the new venture, which, in turn, facilitates the
process of obtaining resources and organizing new firm operations (Aldrich,
1990). Consequently, founders’ experience represents a resource that reduces the
liability of newness that new ventures face (Shane and Khurana, 2003).

Fourth, start-up experience provides tacit knowledge about how to run a
new firm that has been learned from prior mistakes (Ripsas, 1998; Shepherd et
al., 2000). For instance, experienced firm founders have often learned what
needs to be done to successfully organize a new firm because they have previ-
ously encountered the problems associated with hiring new employees, finding
financial capital, developing a new product, establishing contacts with poten-
tial customers, and attracting and hiring employees (Brüderl et al., 1992;
Aldrich, 1999). This also allows them to focus on the task of building a ven-
ture, despite competing demands on their time, because they know what activ-
ities are important to develop a new business. These arguments lead to the first
hypotheses, as follows.

HYPOTHESIS 1A The founding team’s start-up experience will
increase a new venture’s survival.
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HYPOTHESIS 1B The founding team’s start-up experience will
increase a new venture’s sales.

Industry experience 
The venture team’s start-up experience should enhance the survival and the sales
of a new venture for at least three reasons. First, a founding team with more
industry experience has a better understanding of how to satisfy customer
demand in that industry because such information is often only available
through industry participation (Knight, 1921; Von Mises, 1949; Johnson,
1986). By working with customers and understanding the advantages and dis-
advantages of various product and service offerings, as well as gaps in existing
efforts to satisfy customer needs, a founding team develops a rich understanding
of what to offer as a product or a service. This gives them an advantage in being
able to more rapidly identify and develop a market entry strategy, and to focus
on relevant steps to achieve a positive outcome.

Second, many of the skills and much of the information necessary to effec-
tively exploit an opportunity can only be learned through employment in an
industry, because such information is uncodified. This knowledge might be
related to production processes, market niches, technological developments, or
products or services (Cooper et al., 1994; Klepper, 2001). Because a founding
team with industry experience has acquired this knowledge, ventures founded
by experienced teams are more likely to survive and achieve greater sales than
ventures founded by teams that are novices in an industry.

Third, social ties to suppliers and distributors are created over time through
activity in an industry. When people found ventures in the same industry in
which they have been working before, they can transfer social ties from their
prior settings to their new venture. These social ties are valuable in obtaining
commitment and support from suppliers, distributors and customers. Moreover,
these ties, and the status of the people with whom the ties are created, provide
legitimacy in their eyes of important stakeholders in the new venture, which, in
turn, facilitates the process of obtaining resources and organizing new firm oper-
ations (Aldrich, 1990). As a result, founding teams with more industry experi-
ence are likely to have advantages over other founding teams in developing their
new businesses. These arguments lead to the following hypotheses.

HYPOTHESIS 2A The founding team’s industry experience will
increase a new venture’s survival.

HYPOTHESIS 2B The founding team’s industry experience will
increase a new venture’s sales.

Decreasing marginal returns to experience
Founding team experience is unlikely to have a linear effect on new venture
performance as the amount of experience increases. Rather, the effect of start-
up and industry experience on new venture performance is likely to decline
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with the amount of experience because experience effects face diminishing mar-
ginal returns.

Experience curves affect the development and performance of new busi-
nesses. When people embark on the process of creating new firms, they develop
a conception of what the newly formed organization will look like and seek to
establish the organization in a way consistent with that vision (Witt, 2000). The
specific steps that firm founders take towards the establishment of new organi-
zations are affected by the knowledge that they have about the industry in
which the firm will operate and the new firm organizing process. Founders
without any experience in the venture’s industry or in the start-up process have
little knowledge to guide this process. As a result, those firm founders are likely
to make more mistakes than the firm founders with industry and start-up expe-
rience, hindering the performance of their new ventures.

Each additional amount of experience that firm founders have is likely to have
a positive performance effect because this experience provides knowledge that
guides the entrepreneurial process and reduces founder error (Witt, 2000).
However, the level of performance benefits that founder industry start-up and
industry provides is likely to decline with each additional amount of experience.
While each additional amount of experience provides additional knowledge to
guide future entrepreneurial processes and to reduce error in the process, the addi-
tional knowledge that experience provides increases at a decreasing rate (Cyert and
March, 1963). As a result, the knowledge gained from industry and start-up
experience that allows firm founders to undertake many aspects of new firm activ-
ity more effectively – establishing a new company, dealing with suppliers, finding
customers, organizing production and so on – is unlikely to be as great for the
founding team’s second, third or fourth prior start-up as is for their first prior ven-
ture (Witt, 2000). As a result, the performance benefits of the fourth prior start-up
will have a lesser effect than the performance benefits of the third prior start-up,
which, in turn, will be smaller than for the second prior start-up and so on. These
arguments lead to the third set of hypotheses, as follows.

HYPOTHESIS 3A The effect of the founding team’s start-up experi-
ence on new venture survival will be a positive, but declining, function of
founding team start-up experience.

HYPOTHESIS 3B The effect of the founding team’s industry experi-
ence on new venture survival will be a positive, but declining, function of
founding team industry experience.

HYPOTHESIS 3C The effect of the founding team’s start-up experi-
ence on new venture sales will be a positive, but declining, function of the
amount of founding team start-up experience.

HYPOTHESIS 3D The effect of the founding team’s industry experi-
ence on new venture sales will be a positive, but declining, function of the
amount of founding team industry experience.
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Decrease with venture age
The effects of founding team industry and start-up experience will vary over the
life of a venture. The beneficial effect of founding team experience will decline
as the venture ages. New ventures begin as ideas and are transformed by entre-
preneurs into new organizations (Aldrich and Martinez, 2001). The transforma-
tion of ventures from ideas into organizations suggests that the relative
contribution of founder knowledge to the performance of new ventures will
decrease as ventures age. In the initial phases of venture development, when the
venture is mostly an idea, founder knowledge accounts for almost all of the fac-
tors that affect venture performance. Whether a venture survives or develops
depends largely on what founders know about how to get control over resources
or how to establish organizational boundaries (Aldrich and Martinez, 2001). In
the later stages of venture development, when employees have been hired and
assets purchased, characteristics of these factors begin to affect venture perfor-
mance. As a result, the relative effect of founder industry and start-up experience
on venture performance declines with venture age.

Second, the founders of new ventures face steep learning curves in develop-
ing new businesses (Gibb, 1994). These steep learning curves mean that, as new
ventures develop, the effect of each unit increase in experience on outcomes
declines with the amount of experience. As a result, the magnitude of the per-
formance gap between experienced and inexperienced ventures declines as ven-
tures age.

The experience of founders influences where a new venture starts on this
learning curve. When a new firm is first founded, it possesses little more than
the assets that the founders bring with them to the venture. For the typical new
venture, those assets take the form largely of the founders’ human capital
(Bhide, 2000). In contrast, ventures founded by more experienced entrepreneurs
begin their lives further up the learning curve because the human capital that
their founders provide is more valuable to the performance of the new ventures
than the human capital of inexperienced founders. However, the value of
founder human capital decreases as ventures age because the effect of each unit
increase in experience on outcomes declines with venture experience. As a result,
the performance benefits that experienced new venture founders provide to new
ventures will decline as ventures age.

Third, new ventures change as they get older (Churchill and Lewis, 1983).
In particular, their activities become more and more complex, making the per-
formance of new ventures less directly linked to the characteristics of the found-
ing team and more the result of other factors.

In addition, as ventures age, labor begins to be divided among organization
members and the proportion of labor accounted for by the founder decreases
(Witt, 2000). Consequently, founder-specific characteristics influence a smaller
portion of venture activities as ventures age.

Furthermore, learning involves the creation of routines that can be used to
respond to future circumstances when similar circumstances appear in the future
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(Cyert and March, 1963). Examples of these routines in new ventures include
routines for invoicing, checking inventory, purchasing, budgeting, evaluating
investments, selecting employees and so on (Mathews, 2003). As organizations
develop, founder decision making begins to be replaced by organizational rou-
tines. The organization ecology literature suggests that these routines become
embedded in organizations over time (Carroll and Hannan, 2000). As a result,
the role of individuals in ensuring that activities occur in organizations declines
as ventures age. These arguments lead to the fourth set of hypotheses, as follows.

HYPOTHESIS 4A The effect of the founding team’s start-up experi-
ence will be a positive, but declining, function of venture age.

HYPOTHESIS 4B The effect of the founding team’s industry experi-
ence will be a positive, but declining, function of venture age.

HYPOTHESIS 4C The effect of the founding team’s start-up experi-
ence on new venture sales will be a positive, but declining, function of ven-
ture age.

HYPOTHESIS 4D The effect of the founding team’s industry experi-
ence on new venture sales will be a positive, but declining, function of ven-
ture age.

Method

Design and sample

In order to test the effect of venture teams on the sales of newly founded firms,
we had to overcome two difficult data collection problems. First, to avoid selec-
tion bias (which would bias our estimates of the effects of experience on new
venture sales), we needed to collect data on firms from the point at which they
were started forward in time (Heckman, 1979; Yamaguchi, 1991; Blossfeld and
Rohwer, 1995). Second, to generalize our results to a known population, we
needed to obtain a sample representative of that population.

Therefore, we first identified members of the Swedish labor force who were
starting new ventures at a particular point of time, creating a sample of new
ventures that represented the population of all new ventures at risk of formation
in Sweden at that point in time. In the first nine months of 1998, we randomly
sampled, by telephone, 35,971 Swedes between the ages of 16 and 70 (the defi-
nition of the working-age population in Sweden) and asked them to participate
in our study. 30,427 individuals (84.6%) agreed to participate.

We then asked the respondents if they were in the process of starting a new
business either alone or as a part of a team. We provided the respondents with a
definition of a new business in order to minimize problems with perceptual dif-
ferences in the definition of a new business. The definition we provided was
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broad, and included a variety of different types of new businesses including
farms, consultancies and home-based businesses.

If there was an affirmative answer to the screening question, we subse-
quently asked the respondent if the new firm was an independent effort or an
effort on behalf of an existing organization. We did this to ensure that our
sample consisted only of independent new businesses, not divisions of existing
corporations.

If there was an affirmative answer to the independent venture question, we
then asked if the respondent was a member of the start-up team, rather than an
adviser or investor. Because we were interested only in founding team members,
we excluded those people who indicated that they were not members of the
start-up team.

We were also concerned that many of the respondents might have started
their new firms before we began our observation period. Therefore, we asked
the respondents to indicate the month and year when work on the new venture
first began. We defined work on the new venture as any action taken to exploit
the identified opportunity (for example, product development or seeking
funds). By focusing on organizing action as our definition of initiating a new
venture, we were able to differentiate between ventures whose founders had
merely thought about starting a new firm and ventures whose founders had
acted to establish new firms.

We discovered that some respondents indicated that they were in the
process of starting a new business, but had begun that effort as early as 1947.
Therefore, we excluded all respondents who had started businesses before 1998,
the start year of our observation period. The problem with including respon-
dents who had started businesses before our observation period is that we had no
way to observe the other members of their start-up cohort. We suspected that
many people who had started businesses in earlier cohorts (for example, 1947)
had long since terminated their efforts. The inclusion of respondents from
earlier cohorts who were still in the process of starting their businesses would
have resulted in selection bias, because other individuals who had started new
ventures in their cohort, but who had already terminated their efforts, would
have indicated that they were not in the process of establishing a new firm when
surveyed by us in 1998. As a result, our screening questions capture all of the
new ventures started in 1998, but only long-in-process entrants from earlier
years. Because long-in-process new firms do not represent the population of new
firms started in earlier years, their inclusion would bias our sample.

The main objective of our survey was to gather panel data about the new
ventures over time. Therefore, we resurveyed the respondents every six months
for two years.1 We obtained high response rates for the successive waves: 90.5
percent at six months, 91.9 percent at 12 months, 98.5 percent at 18 months
and 96.1 percent at 24 months. Only 12 of the firms that ceased to participate
at one of the waves of data collection never returned to participate. We explored
whether the 12 firms that dropped out of participation and 211 firms that
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continued to participate differed significantly on any of the variables in our
study. Because we did not find any statistically significant differences between
the two groups, we have included all 223 ventures in this study. That is, the 12
firms that did not return to our data collection were treated as right censored at
the point that they ceased participation. We also analyzed the data excluding
these 12 cases and found qualitatively the same results.

Our sample provided an interesting snapshot of the development of new
ventures in Sweden. Of the 223 new ventures, 17.8 percent were in the manu-
facturing sector, 21.6 percent were in professional services and the rest were in
the non-professional service sector. The most prominent industries in the sample
were professional services, retail establishments, and hotels and restaurants.
Approximately two-thirds of the ventures, or 63.4 percent, served firms as their
main customers. The employment of the average firm in our sample was consis-
tent with the employment of the average new firm in Sweden in the year of
observation, which had 1.4 employees.

Analysis

Survival
We examined the influence of founding team start-up and industry experience
on the survival of the new ventures across the 30-month observation period of
our panel. Over our observation period, 82 of the 223 ventures (36.8 percent)
were disbanded. Half of the ventures in our sample that disbanded did so before
the tenth month.

We predicted the hazard of the venture being disbanded using event history
analysis with standard errors clustered by venture (Blossfeld and Rohwer, 1995;
Wooldridge, 2002). We employed a piece-wise constant exponential model,
which splits the time axis into time periods, and assumes that the transition rate
is constant within these intervals, but can change between them (Blossfeld and
Rohwer, 1995).2 The piece-wise model is useful when researchers cannot make
assumptions about the time dependence of the process, which is the case here
given the controversies about the time dependence of new venture termination
(Br¸derl and Schussler, 1990; Fichman and Levinthal, 1991).

Sales
We analyzed how founding team start-up and industry experience influenced
the sales of the new ventures across the 30-month observation period of our
panel. The ventures in our sample experienced significant changes in their level
of sales over their first 30 months of life. We found that only 3.1 percent of the
ventures in our sample had achieved any sales at all in their first month, and that
the average amount of monthly sales for a one-month-old venture was Skr2580
(Skr is the abbreviation for the Swedish krona or crown) ($290; US$1 equaled
approximately Skr9 at the time of observation). However, 52.5 percent of our
sample that survived to 30 months had achieved sales by month 30, and the
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average monthly sales of the ventures that had survived to 30 months was
Skr223,030 ($25,000).

Because our sales measure is limited (i.e. it takes the value of zero for a non-
trivial fraction of the population, but is roughly continuously distributed over
positive values), we used a random effects Tobit model in which we cluster our
standard errors by venture.3

Dependent variables

Venture failure 
We measured venture failure as the termination of the venture by all members
of the team pursuing it. We identified termination by asking the respondents at
each wave of the survey whether all members of the founding team had ceased
their effort to establish the venture, and if so, in what month that effort ended.
As we were able to identify the specific month of termination, we were able to
create survival models that measured the monthly spells for the new ventures. In
the month that all members of the founding team terminated their effort to
establish the new venture, we coded the venture with a ‘1’. Otherwise, we coded
this variable as ‘0’. Those ventures not terminated by the end of our 30-month
observation period were treated as censored.4

Sales
We measured sales as the log of level of sales achieved by the venture in the
month of observation, plus 1 to correct for zero values. We measured sales by
asking the respondents every six months the value of sales that had been made
since the last interview. We then predicted the average monthly level of sales for
that period of the panel. Sales were measured in Skr ‘000.

Predictor variables

In our models, we invoke the concept of Granger causality and measure changes
in the independent variables in the time period prior to changes in the depen-
dent variable (survival or sales). Granger causality holds that an effect in a prior
period can lead to an effect in a subsequent period; however, an effect in a subse-
quent period cannot lead to an effect in a prior period. For example, our results
suggested that the venture’s employment, which is measured at time (t–1) leads
to a change in the level of venture sales which is measured at time (t), not that a
change in the level of venture sales, which was measured at time (t) leads to a
change in employment, which was measured at time (t–1).

We measured industry experience as the log of the total number of years of
experience in the industry across all founding team members. On average, the
founding teams had 15.6 years of industry experience, but 24 percent of the
ventures had no founding team experience in their industry. We used the log
transformation of this variable because the distribution of this variable was
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heavily skewed, containing several outliers. We corrected for zero years of expe-
rience by adding 1 to all values.

We measured start-up experience as the log of the total number of firms
previously started by the members of the founding team. On average, the found-
ing teams had started three previous firms, but 52 percent of the teams had no
previous start-up experience. We again relied on the log transformation to cor-
rect for skewed data and added 1 to all values to allow the log transformation of
cases with zero years of experience.

Control variables

Team age
We controlled for the total number of years of age of the team members because
age influences industry and start-up experience. We again used log transforma-
tion to correct for skewness.

Team size 
We controlled for team size because a larger venture team has the opportunity
to obtain more human capital and more resources (information, time and
money) than a smaller team (Roberts, 1991; Klepper, 2001). Moreover, larger
teams can accomplish tasks more quickly because founding team members can
specialize their activities. Furthermore, larger teams benefit from variation in
experience, which may yield more innovative solutions to problems (Leonard
and Sensiper, 1990). We measured team size as the log of number of members
of the venture team.

Employment
We measured the venture’s employment because a smaller team can compensate
for less human capital by hiring employees who contribute their human capital
to the new venture. Moreover, hiring employees increases the production capac-
ity of a new venture, increasing the sales that the firm can achieve. We measured
the number of employees by asking the respondents every six months how many
part-time and full-time employees were working in the new firm. We counted
part-time employees as one-half of full-time employees. Once more we corrected
for skewness by using the log transformation. We updated this variable at the
time of each survey.

Industry 
We controlled for several differences in the industries in which the new ven-
tures operate. All firms in Sweden are required by law to register with the gov-
ernment and are captured in the business register, which is updated every two
weeks. In addition, questionnaires are sent out to companies to verify that the
information in the registry is correct. We used data from this business register
to create four industry measures. These variables are coded at the five-digit
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standard industrial code level, and are updated on a yearly basis, using data
from 1998, 1999 and 2000. For example, one industry was 72201, IT consul-
tants; another industry was 55300, restaurants; a third industry was 63330,
travel agencies.

To ensure that the industry classification of the new firms in the sample
was reliable, we had two industry experts from Statistics Sweden (the man-
agers of the business registry) code the firms to industries based on informa-
tion received from the respondents at the time of the initial interview. Both
experts coded 89.4 percent of the cases as belonging in the same industry. In
the remaining 10.4 percent, we used the classification done by the most
senior expert. The five measures created using data from Statistics Sweden
were as follows.

First, we measured industry entry as the number of new firms that entered
the industry in the year of investigation. We measured the number of entries
because new firm failure is more likely to occur in industries with a higher rate
of entry than in industries with a lower rate of entry (Caves, 1998; Carroll and
Hannan, 2000).

Second, we measured industry size as the total value of sales in the industry
in the year of investigation. We control for industry size because the total
amount of sales possible for a new firm is greater in larger markets than in
smaller ones (Eisenhardt and Schoonhoven, 1990).

Third, we measured industry growth as the annual percentage rate of
change of sales in the industry in the year of investigation. Industry growth
facilitates the sales of new firms because it is easier for new firms to generate
sales in environments of increasing demand than in environments of constant or
shrinking demand (Audretsch and Mahmood, 1995).

Fourth, we measured the average firm age in the industry in the year of
investigation because new firms often grow faster in younger industries than in
older ones (Acs and Audretsch, 1989).

Fifth, we measured the average firm size in the industry in the year of inves-
tigation because firms have a more difficult time entering and growing in
industries dominated by large dominant incumbent firms (Caves, 1998).

Time
Because we expected that new ventures would either drift towards higher sales
or be terminated over time, we expected that some of the variance in sales and
survival across the new ventures in the sample would be explained by venture
age. To mitigate this effect, we included a series of dummy variables for each of
the waves of data collection: up to six months, 7–12 months, 13–18 months and
19–24 months. (The final wave was the omitted period.) By including the
dummy variables for each of the waves, we parcelled out the portion of the vari-
ance that is explained solely by the passage of time.
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Correcting for selection

One problem with studying determinants of the sales of new firms is that only
those firms that survive are measured, and many new firms do not survive.
The coefficients on variables that have a significant effect on both survival and
sales will be biased downward in regressions predicting sales if only surviving
firms are included in the sample and researchers do not correct for the selec-
tion that results from survival because the firms that fail are more likely to
have lower values in the predictor variables (Heckman, 1979; Greene, 2000).
To correct for this problem, we used Lee’s (1983) generalization of the
Heckman selection model (1979) to create a selection correction variable. By
introducing this variable into our models predicting firm sales, we could
obtain more precise estimates for our independent variables (Greene, 2000;
Hamilton and Nickerson, 2003).

We used the hazard of termination during the 30 months of observation
calculated from a piecewise exponential model to predict firm exit for our 223
ventures to generate the selection correction variable (lambda):

λit = 

where Fi(t) is the cumulative hazard function for project i at time t, φ is the stan-
dard normal density function, and Φ–1 the inverse of the standard normal distri-
bution function (Lee, 1983).

The model used to predict the hazard of venture failure and to compute
lambda must include at least one covariate that influences the probability of
venture failure but not the level of sales the venture achieves (Greene, 2000).
Therefore, we include four additional covariates in the failure models: purchased,
a dummy variable that takes the value of 1 if the new venture was started
through the purchase of a business from another party; need permit, a dummy
variable that takes the value of 1 if the venture needs permits or licenses to oper-
ate; obtained government loan, a dummy variable that takes the value of 1 if the
venture obtained debt from a government agency; and received equity from the gov-
ernment, a dummy variable that takes the value of 1 if the venture obtained an
equity investment from a government agency.

Controlling for past performance

New venture performance and founding team human capital are both associated
with unobserved characteristics of new ventures, such as product quality. For
example, founding teams with more industry experience may have higher-
performing firms because they develop higher-quality products. As a result,
estimates of the effects of human capital may simply proxy for unobserved prod-
uct quality and not have any real effect on firm performance. To increase the
likelihood that our measures of human capital actually measure the effect of

φ[Φ–1(Fi(t))]
1 – Fi(t)
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human capital and not other things that happen to be correlated with human
capital, we included lagged venture performance in our regressions to predict
new venture survival and sales. By including lagged performance, we control for
unobserved factors that co-determine firm sales and human capital (Wooldridge,
2002; Hamilton and Nickerson, 2003). As a result, our measures of human cap-
ital represented only founding team human capital, and allowed us to accurately
estimate the effects of the venture team’s human capital on firm performance
(Heckman and Borjas, 1980). We measures sales in Skr ‘000.

Results

Predicting survival

Table 2 provides the results of our regressions to predict new venture survival.
Model 1 is our base model. It reports results from the piece-wise constant model
of the hazard of venture termination that includes the control variables: the
lagged past performance measure, employment, venture team size and age, the
industry variables and the time pieces. Model 2 adds the effect of founding team
start-up and industry experience.

Consistent with hypothesis 1a, we found that new ventures whose founding
teams have greater start-up experience are more likely to survive (–1.21, p<.05).
The probability of venture termination is 42.2 percent lower for ventures
founded by teams with the mean level of start-up experience (three prior start-
ups) than for ventures founded by teams with no previous start-up experience.
However, in contrast to hypothesis 2a, we found no significant effect for venture
team industry experience on the hazard of venture team survival.

We also hypothesized that the marginal effect of industry and start-up
experience on new venture survival would decline with experience (hypotheses
3a and 3b). Our results in support of hypothesis 1a suggest the decreasing mar-
ginal effect of start-up experience. Because we examine the effect of the log of
start-up experience, our finding of a statistically significant and economically
meaningful effect of start-up experience on venture termination implies that
start-up experience has a decreasing marginal effect on new venture termination.

In model 3, we examined the effect of having start-up experience of one,
two, three or four or more start-ups among members of the venture team (as
compared with the null of no start-up experience). We also examined the effect
of having 1–5, 6–10, 11–15 or more than 15 years of industry experience (as
compared with the null of no industry experience). Consistent with hypothesis
3a, the results in model 3 show that the amount of start-up experience does not
have a linear effect on new venture survival. The difference in the effect of
having no start-up experience and having one prior start-up was statistically sig-
nificant, but the difference between having one prior start-up and more than one
prior start-up was not statistically significant. However, the results in model 3
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do not support hypothesis 3b. There is no significant diminishing return for the
effect of industry experience on new venture survival.

We hypothesized that the effects of founding team industry and start-up
experience would decline as the ventures aged. In model 4, we examined the
effects of interactions between venture age and start-up experience (hypothesis
4a) and industry experience (hypothesis 4b). As model 4 shows, we do not find
support for hypothesis 4a. The magnitude of the effect of start-up experience on
reducing the hazard of venture termination does not decline as the ventures age.

We also fail to find support for hypothesis 4b. The magnitude of the effect
of industry experience on reducing the hazard of venture termination is not sig-
nificantly different for most time pieces. Moreover, the magnitude of the effect
of industry experience on reducing the hazard of venture termination is signifi-
cantly higher for ventures between 19 and 24 months old than for the other
time pieces.

We tested for the robustness of the effects for founding team industry and
start-up experience on new venture survival. In unreported regressions, we
explored whether the effects of founding team industry and start-up experience
on new venture survival were curvilinear. When we introduced them into the
regressions, the quadratic forms for the experience variables were insignificant,
suggesting that the founding team experience effects we observed are better
expressed as linear functions than as curvilinear ones.

In unreported regressions, we also examined whether founding team indus-
try and start-up experience interacted with each other to affect the survival of
new ventures and whether founding team industry and start-up experience
interacted with industry characteristics. We did not find significant effects for
either of these types of interaction.

Predicting sales

Table 3 presents the results of our regressions explaining new venture sales.
Model 1 is the base model that takes into account the effects of the selection cor-
rection lambda, the lagged past performance measure, employment, venture
team size and age, industry differences and the time period effects. Model 2 adds
the effect of founding team start-up and industry experience.

Consistent with hypothesis 1b, we found that new ventures whose founding
teams had greater start-up experience have higher levels of logged sales (.21,
p<.10). Ventures with founding teams that had the mean level of start-up expe-
rience (three prior start-ups) had sales that were 11.3 percent higher than ven-
tures with founding teams that had no prior start-up experience. Consistent
with hypothesis 2b, we found that new ventures whose founding teams had
more industry experience had higher levels of logged sales (.14, p<.05). Ventures
with founding teams that had the mean level of industry experience (16 years)
had sales that were 17 percent higher than ventures with founding teams that
had no prior industry experience.
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We also hypothesized that the marginal effect of industry and start-up
experience on new venture survival would decline with experience (hypotheses
3c and 3d). In model 3, we examined the effect of having start-up experience of
one, two, three and four or more start-ups among members of the venture team
(as compared with the null of no start-up experience). We also examined the
effect of having industry experience of 1–5, 6–10, 11–15 and 16 or more years
of industry experience (as compared with the null of no industry experience). In
contrast to hypothesis 3c, the results in model 3 show that the amount of found-
ing team start-up experience does not show decreasing marginal effects on ven-
tures sales. Only ventures with founding teams that had four or more prior
start-ups had sales significantly higher than ventures with teams that had no
prior start-up experience. Similarly, in contrast to hypothesis 3d, the results in
model 3 show that the amount of founding team industry experience does not
show decreasing marginal effects on venture sales. Only venture teams with
11–15 years of industry experience had sales significantly higher than ventures
with teams that had no prior industry experience.

We hypothesized that the effects of founding team industry and start-up
experience would decline as ventures age. In model 4, we examined the effects of
interactions between venture age and start-up experience (hypothesis 4c) and
industry experience (hypothesis 4d), respectively. Model 4 supports hypothesis
4c. While the main effect of start-up experience is positive, the coefficient on
the interaction of start-up experience with the time pieces are negative, statisti-
cally significant and show a declining magnitude as ventures age, suggesting
that the size of the effect of start-up experience on sales gets smaller as the ven-
tures age.

However, model 4 does not provide support for hypothesis 4d. No signifi-
cant effects of the interactions between the effect of industry experience and ven-
ture age on venture sales were observed.

We tested for the robustness of the effects for founding team industry and
start-up experience on new venture sales. In unreported regressions, we explored
whether the effects of founding team industry and start-up experience on new
venture sales were curvilinear. The quadratic forms for the experience variables
were insignificant when they were introduced into the regressions, suggesting
that the founding team experience effects we observed are better expressed as
linear functions than as curvilinear ones.

In unreported regressions, we also examined whether founding team indus-
try and start-up experience interacted with each other to affect the sales of new
ventures, and whether founding team industry and start-up experience inter-
acted with industry characteristics. We did not find significant effects for either
of these types of interaction.

To ensure that our results were not artifacts of specification errors, we reran
our analyses without our controls for past performance and number of employ-
ees, which were highly correlated with our selection correction lambda. The
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results of this test were qualitatively the same as those for our reported results,
suggesting that our results are not artifacts of specification errors.

Finally, we test the robustness of our sales models to the sensitivity of the
Tobit estimator to the distribution of the error terms. We re-estimated our mod-
els using a random effect GLS model and a Poisson regression and found quali-
tatively the same results, suggesting that our results are not artifacts of the use
of a Tobit estimator.

Discussion

The purpose of this study was to test the effect of founding team start-up and
industry experience on new venture survival and sales in a way that overcomes
the methodological limitations of prior research, as well as to explore whether
these effects were non-linear and vary with venture age. To do this, we examined
the effect of prior start-up and industry experience of the venture team on the
survival and sales of a representative sample of 223 new firms founded in
Sweden in 1998, using data collected prospectively, and correcting for venture
failure when estimating the effects on venture sales. We found that founding
team experience enhances both new venture survival and new venture sales, but
that the effects are non-linear and vary with venture age.

Implications

Our findings suggest that researchers take a more nuanced view of the effects of
founding team industry and start-up experience on the performance of new ven-
tures than is currently expressed in the literature. Unlike much of the prior
research, which focuses largely on new venture survival, the results of this study
show that venture team start-up and industry experience enhance new venture
survival and new venture sales in different ways. Specifically, we observed that
founding teams with prior start-up experience are less likely to fail than ven-
tures with no prior start-up experience, but that the effects are driven almost
exclusively by the difference between any and no prior start-up experience. In
contrast, we found that only ventures whose founding teams had started four or
more prior start-ups had significantly higher sales than ventures founded by
teams with less experience.

These findings suggest that the effect of founding team start-up experi-
ence on new venture survival and new venture sales are not the same.
Consequently, the discussion of the effect of founding team experience on new
venture performance presented in the research literature should reflect these
differences. Perhaps small amounts of start-up experience might offer a buffer
that allows new firms to survive, but have no effect on sales (Brüderl and
Schussler, 1990; Fichman and Levinthal, 1991), because the benefits of small
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amounts of experience are enough to enhance survival, but not enough to gen-
erate positive sales outcomes (Otani, 1996).

The findings also suggest that researchers should develop more nuanced
explanations for the effect of experience than the simple linear effects posited in
the literature. Our results indicate that non-linearities exist in the effects of
founding team experience on venture survival and sales, as indicated by the sig-
nificantly higher sales of ventures founded by teams with 11–15 years of industry
experience. Researchers need to consider these non-linearities in their explana-
tions for the effect of founding team experience on new venture performance.

Researchers should also refine the argument that founding team experience
enhances new venture performance in order to incorporate variation in the
effects of industry and start-up experience on new venture survival and sales as
ventures age. For example, our results indicate that the effect of start-up experi-
ence on venture sales is not constant, but instead decreases as ventures age.

While our findings illustrate the value of time variant explanations for the
effect of founding team experience on venture performance, they also indicate
the need for the development of additional theoretical explanations. The expla-
nation that we proposed – that the contributions of founding team members are
more important early in the life of ventures – can account for the effect of start-
up experience on venture sales. However, it cannot explain the effect of industry
experience on venture failure, which appears to grow as ventures age. Perhaps
industry and start-up experience affect the performance of ventures differently as
they age. Or perhaps the effects of experience on venture failure and venture
sales are different as ventures age. Either way, lower-level (variable-specific) the-
oretical explanations for the effect of the interaction between founding team
experience and venture age on new venture performance need to be developed.

In sum, our findings are important from a theoretical perspective because
they do not support the parsimonious explanation presented in the literature,
which holds that founding team experience enhances new venture performance.
Rather, they suggest that researchers need to explain the effects of founding
team experience on new venture performance in ways that account for the differ-
ences in the effects on venture survival and sales, the non-linear form of these
effects and their interaction with venture age.

This study also provides a useful methodological contribution by showing
how the use of panel data and certain statistical techniques can control for
methodological limitations to the results of many studies of entrepreneurial
activity (Hamilton and Nickerson, 2003). One limitation that the techniques
used in this study overcome is bias from unobserved heterogeneity in opportu-
nities. Although human capital influences the performance of new firms, so do
the characteristics of entrepreneurial opportunities. Because the distribution of
human capital across entrepreneurs is correlated with the attributes of entrepre-
neurial opportunities (for example, pharmaceutical company researchers tend to
found biotechnology firms, not gas stations), cross-sectional studies of the effect
of human capital on new firm performance suffer from bias (Shane, 2000). By
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using lagged performance variables in our regression analysis, we were able to
parcel out the effect of opportunity from the effect of human capital and more
accurately measure the effect of human capital on the performance of new firms.

The techniques used in this study also mitigate the problem of selection
bias that hinders efforts to estimate the effects of many aspects of entrepreneur-
ial activity. Many new firms fail early in their lives (Aldrich, 1999), making it
difficult to draw accurate inferences from samples of surviving firms. This study
shows how researchers can design data collection efforts on new firms to avoid
the selection bias that comes from using retrospective research designs.

Moreover, failure to correct for the failure of new firms in estimates of the
factors that affect the level of sales that they generate leads to biased estimates in
regression analysis. This study shows how researchers can more accurately esti-
mate the effect of founding team human capital on new venture sales by correct-
ing for the failure of new ventures.

Limitations

Our study was limited by our inability to measure changes in the human capi-
tal of venture teams over time, as members of the founding team enter or exit.
Therefore, we cannot determine whether the start-up and industry experience of
the founding team has long-lasting effects on new venture sales or can be
reversed by changing the composition of the venture team over time.

Our study was also limited by our inability to measure the nature of start-
up and industry experience. We know only the amount of prior experience, not
its quality. We also lack the data to address whether more recent experience is
better than less recent experience, or whether successful experience is better than
unsuccessful experience. We have no way of knowing whether founding team
members with previous experience in growing firms or industries would have
higher sales than founding team members with the same amount of experience
in shrinking firms or industries. We lack information about the level of man-
agement experience of the members of the team. As a result, we cannot ascertain
whether founding teams that have more management experience create ventures
with greater sales than founding teams made up primarily of non-managerial
employees with the same level of industry experience. Furthermore, we cannot
determine whether the value of start-up and industry experience lies in informa-
tion, the social ties created by experience or another mechanism.

Our effort to overcome methodological limitations in previous research lim-
ited the scope of our study. The desire for rigor demanded the collection of data
at six occasions over a 30-month period on a representative sample of the
Swedish work force. As a consequence, our measures were relatively coarse-
grained. However, we believe that the methodological limitations overcome in
this study suggest the importance of future studies of the human capital of new
venture founding teams that employ more fine-grained measures, using similar
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longitudinal designs on representative samples of new firms measured from
their initiation.

In summary, we have shown that founding team experience enhances both
the survival and sales of new ventures, even after the effects of industry, past per-
formance, team size, employment and selection effects are controlled. However,
we have found that these effects are non-linear and interact with venture age,
suggesting that experience influences new venture performance in ways more
complex and nuanced than previous research would suggest.

Acknowledgements

Both authors contributed equally to the writing of this paper and are listed alphabetically. The
research design owes an intellectual debt to the Panel Study of Business Start-ups undertaken by
the Entrepreneurial Research Consortium, a temporary voluntary association of 30+ US and non-
US universities. The Knut and Alice Wallenberg Foundation, the Swedish Foundation for Small
Business Research, and the Swedish National Board for Industrial and Technical Development
funded the study. Arnie Cooper, Per Davidsson, Tim Pollock, three anonymous reviewers and SO!
editor Joel Baum provided helpful comments.

Notes

1 Because individual entrepreneurs founded many of the ventures in our sample, it was not
possible to obtain information from multiple respondents for all of our ventures. However,
for a subset of the ventures founded by two or more people, we interviewed more than one
team member. Our interviews revealed a high level of convergence in the responses provided
by the venture team members. This convergence adds confidence to our approach of treating
respondents as key informants about their ventures.

2 Our results are robust to the specification of the model. We find the same qualitative results
for our independent variables after having estimated the models using log-normal; log-
logistic, Weibull and Cox models.

3 Our results are robust to the specification of the model. We found qualitatively the same
results by estimating the models using random-effect GLS and Poisson regressions. In addi-
tion, a probit model to test whether or not sales were achieved produced comparable results.

4 Because termination can be made for either voluntary or involuntary reason, we also tested
for these competing events. We find qualitatively the same results in both cases, leading us
to conclude that the reason to terminate is not important in this case.
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