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Chapter 3. Resource transfer and career 
background 

3.1 Introduction 

New firms can be seen as combinations of rearranged existing resources and 

new resources contributed by entrepreneurs. The characteristics of new firms 

are determined by the nature and quality of, and the interplay between, the 

resources used in the founding. Thinking about firms as bundles of resources 

and skills is not new, but there are few empirical studies that directly address 

the skills and resources used in the founding of new firms. Most empirical 

studies on entrepreneurship and new firm formation use the backgrounds of the 

entrepreneurs as indicators of the actual resources and skills used in the 

founding process. As a result, little is known about the nature of the skills 

entrepreneurs use in the founding process of their new firms. This chapter 

attempts, within the realm of spin-off research, to take a step forward in 

describing the nature of the skills involved in the founding of spin-off 

companies. 

Although empirically focused on the backgrounds of the entrepreneurs, 

entrepreneurship studies do use the concepts of skills and resources. In the case 

of spin-off studies, a better endowment of relevant skills is used to explain 

improved performance. Spin-off firms, defined as firms started by entrepreneurs 

with same industry experience, are seen as very promising new businesses 
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because of the entrepreneur’s industry-specific skills (Klepper, 2001a; Feldmann, 

2002; Dahl et al., 2003; Garvin, 1983). Entrepreneurs without industry the 

relevant experience lack these skills. Habitual entrepreneurs are expected to 

have similar benefits as spin-off entrepreneurs. Given their previous self-

employment experience, habitual entrepreneurs know how to run a business 

and, as a consequence, their new businesses will have higher chances of 

success (MacMillan, 1986). These arguments are based on the assumption that 

entrepreneurs acquire knowledge and skills in previous employment positions 

and use these skills to the benefit of the new firm; that entrepreneurs have 

picked up knowledge which can be used for establishing new firms. Repeating 

the argument made in Chapter 2: it is not the career backgrounds as such that 

set successful entrepreneurs apart from other entrepreneurs, rather it is the 

entrepreneurs’ endowment with resources and skills that are relevant for the 

new business. The importance of the actual inputs resonates in the work of 

Klepper (2001b; 2004). He asserts that the positive effects of industry 

experience are limited to those entrepreneurs that come from successful 

companies in the industry. This empirical link shows that having a relevant 

background is not enough. It is not about where the entrepreneur comes from, 

it is about the skills and resources the entrepreneur brings to the new firm. 

 Within the context of spin-off research, stressing the impact of skills 

rather than background variables calls for an analysis of two important issues. 

The first relates to the nature of the resources transferred from parent company 

to spin-off. In Chapter 2, two routes of resource transfer were identified, an 

indirect route through internalised skills of the entrepreneur and a direct route 

in the form of support from the previous employer for the new firm. The indirect 

route involves the transfer of experiences (skills), whereas the direct route can 

entail all sorts of support, ranging from advice to financial aid and machinery. 

Little is known about to which aspects of entrepreneurship the experiences 

pertain. Are entrepreneurs particularly experienced when it comes to, for 

example, the production process, assessing the market, or finding suitable 

suppliers? Likewise, the nature of support given is also rather unclear, although 

there are empirical studies that list several support types.  

This chapter (in Sections 3.3 and 3.4) tries to identify the types of skills 

that are transferred from parent firm to the new founding. What experiences 

from their previous employment do entrepreneurs use? Likewise, the nature of 

the direct support given is assessed. Which kinds of support are given and under 

which circumstances is such support provided? The motives of parent firms in 
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supporting foundings are not obvious: their support could lead to the 

establishment of a competitor. Indeed, a small explorative unpublished piece of 

research in the province of Groningen shows that this is quite likely to happen. 

Close to 40% of all supported spin-offs (n= 63) included in the study went on to 

compete with the parent company. In this light, providing support seems 

illogical. By looking into the circumstances surrounding a founding, the motives 

of parent firms may become apparent. The data used to answer the research 

questions result from a postal survey and a number of in-depth interviews. Both 

data sources are original and address the nature of the skills and support given 

by parent companies. In addition, the interviews address the circumstances 

surrounding the founding of new firms and the transfer of resources involved. 

 The second research topic, which follows on from the focus on skills and 

resources, involves the relationship between the backgrounds of the 

entrepreneurs and the skills and resources available to them. Do entrepreneurs 

with same industry experience, for example, have different skills from 

entrepreneurs without any experience in the industry of the new firm, as would 

be expected from theory and implied in previous empirical studies? This issue is 

explored on the basis of results from the postal survey which include, apart from 

information on the nature of skills, an account of the employment backgrounds 

of the entrepreneurs. By confronting the two types of information, the relation 

between background and skill endowment is explored. The results of this 

analysis are presented in Section 3.5. 

 The main issues of this chapter are addressed in Sections 3.3, 3.4, and 

3.5. The analyses in these sections are based on the output of the postal survey 

and the in-depth interviews. The two datasets are explained in Section 3.2. 

 
3.2  Data: postal survey and interviews 

The lack of data is a major disadvantage when trying to put entrepreneurial 

skills at the centre of analysis. It is perhaps the reason why most studies use 

information on backgrounds rather than on skills. There are no register-based 

datasets which include skills of entrepreneurs or employees. It is difficult 

enough to find a register-based dataset that follows people over time and 

records their consecutive employment positions. To my knowledge, only 

Scandinavian countries have such comprehensive employee-employer 

information. In Denmark, for example, the ‘Integrated Database for Labour 

Market Research’ (IDA) is available to researchers (see, for example, Eriksson 

and Kuhn, 2004). The IDA not only follows people in the labour market, it also 
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links them to firms. The dataset therefore enables researchers to see what 

labour market positions were occupied by whom and in which firm. On the basis 

of this information, industry experience, entrepreneurship experience, and legal 

links to other firms can be established. This makes it an ideal dataset for the 

identification of spin-offs and other foundings, provided the spin-off definition is 

based on the backgrounds of the entrepreneurs involved and not on their actual 

skills. In order to identify the skills and knowledge types that entrepreneurs use 

in the founding of their new firms, original data needed to be collected. The 

data for this chapter come from an especially created postal questionnaire 

designed to identify the skills and backgrounds of entrepreneurs. In addition to 

the postal survey, ten in-depth interviews were conducted. The interviews 

provide background information and examples of the ways in which skills are 

transferred from parent firm to spin-off or spin-out. 

 
3.2.1 Postal survey 

In order to identify skill types, and their importance for the entrepreneurs, a 

representative sample of the population was needed. The sampling frame 

consisted of all active, independent firms in the three northernmost provinces of 

the Netherlands (Fryslân, Groningen, and Drenthe). Criteria regarding age, size 

and industry were set. In order to mitigate problems of recollection bias, leading 

to hindsight rationalization or incomplete information about the founding 

process, only young firms were selected. All firms included in the sampling 

frame were started in the period 2000 to 2004. In terms of size, only firms with 

two or more employees (including the owners) were selected. This criterion 

excludes small ‘hobby’ companies. Finally, retail firms, bars, restaurants, and 

hotels were excluded from the sampling frame. On the basis of these conditions, 

a sampling frame of 3918 suitable firms was established from the general 

business registration of the Chambers of Commerce (CoC). A sample of 1000 

firms was randomly selected from the population. The postal survey was 

distributed and collected in November and December 2004. 

The response to the mail survey was satisfactory: without any reminders, 

347 (35%) entrepreneurs returned the questionnaires. The questionnaire was 

deliberately kept very short, so participating in the research took very little time. 

This probably contributed to the response rate. In addition many of the 

respondents may have had a rapport with the University of Groningen, the only 

university in the area. The resulting dataset is representative of both provincial 
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and industrial distribution of the firms since the response rates across the 

groups do not differ significantly, as the chi-square values show (Table 3.1).  

 
Provinces % of 

responses 
% of 

sample 
 Industries % of 

responses 
% of 

sample 
Fryslân 34.7 36.4  Agriculture 5.5 4.9 
Groningen 33.8 30.6  Manufacturing 9.0 8.3 
Drenthe 31.4 33.0  Construction 15.7 15.7 
    Wholesale 12.2 9.8 
    Transport/Comm. 9.3 8.6 
    Finance 4.5 4.9 
    Business 

Services 
30.7 35.4 

    Other 13.1 12.3 
       
N(Valid) 330 990  N (Valid) 325 985 
N(missing)  17 10  N (Missing) 23 15 
N 347 1000  N 347 1000 
Chi-square 0.31  Chi-square 0.43 

Table 3.1: respondents by province and by industry 

 

Although criteria related to age and size were used in selecting the 

foundings, control questions in the survey revealed some irregularities. For 

example, one of the presumed young firms was actually founded in 1908! It is a 

generally recognized fact that the CoC register is not up-to-date, and includes 

mistakes. In 52 cases (15%), the firms had only one employee, whereas the 

register indicated that the firm had at least two employees. Although these firms 

did not meet the size criterion, they were included in the analyses since the 

main goal of the size constraint was to filter out hobby firms. The data show 

that although some of the firms were very small, they all had a product and they 

were trying to sell on the market. They can, therefore, be regarded as active 

companies. Nevertheless, this decision leads to a bias in the data: one-person 

firms are underrepresented. Fortunately, this does not appear to influence the 

results since the analyses show that one-person firms have similar 

characteristics to larger firms when it comes to skill transfer and support. In 

terms of the founding year of the firms, 48 foundings (13%) were found to have 

been started before 2000. These firms were excluded from the analysis. The 

research sample used in the remainder of the chapter thus consists of 299 firms. 

 
3.2.2 In-depth interviews 

The in-depth interviews were conducted after the postal survey (during August – 

December 2005). Ten entrepreneurs/owners were interviewed about the 

founding processes of their firms. All the respondents had used skills from their 
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previous employment positions. In other words, the firms fell within the spin-out 

definition. Moreover, five of the firms had also received direct support from the 

parent company. These are thus spin-off firms. The interviews were designed to 

explore the mechanisms behind, and the nature of, the skills transfer. Therefore, 

only firms based on skills transfer were selected for the interviews. All the firms 

in the sample are business service firms, and although their fields of expertise 

vary, nine of the companies have non-tangible outputs in the form of advice. It 

was a deliberate choice to focus on this industry since most of the existing 

studies consider manufacturing industry. There is still a huge research gap to fill 

on topics such as innovation, knowledge diffusion, and firm creation in the 

business service industry, and, moreover, the impact of skills and knowledge 

embedded in founders is likely to be highly relevant in this sector. Not only are 

the products of business service firms knowledge intensive, the sales of the 

products also depend on internalised trust-based relationships between the 

founders and their customers. One of the respondents stressed this point. 

 

G4: Acquisition makes no sense … , so you have to rely on your network and on 
coincidences. 

 

 Although the response to the postal survey was rather good, only a few 

of the entrepreneurs who responded to the postal survey were willing to also 

participate in the second step of the study, the interviews. Finally, only four of 

the interviewees had also participated in the postal survey. Six additional 

interviews were found through other channels5. The selection process differed 

for the two groups, but the criteria set for the firms were the same, resulting in 

a coherent sample. The ten firms considered were all young firms in the 

business service industry that were based on skills and resources transfer from a 

parent company. 

The sample has a bias towards successful firms. Although most of the 

firms were young, they had still survived the first years of operation which have 

been shown to be the most difficult for new firms (Schutjens and Wever, 2000). 

Survival as such is already an accomplishment for new firms, and further the 

selected firms even seem to be rather profitable operations. The firms have 

                                                 
4 The capital letters refer to the interviewees. A short description of the firms with their 
corresponding code can be found in Appendix 3.2. The precise quotes (In Dutch) are listed in 
Appendix 3.3. 
5 The additional interviews were conducted by Joep van Schagen and formed the basis of his 
master’s thesis: Schagen, J. van (2006). Gezocht Vestgingsplaats. Een case-study naar de 
vestigingsplaatskeuze van spin-offs. Rijksuniversietit Groningen. 
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considerable success within their market niches. The bias towards high flying 

firms is a result of the selection process. As a rule, well-performing firms are 

more likely to respond to questionnaires and interview requests (Gomm, 2004). 

In this particular case, the effect is strengthened by the snowball method used 

in the sampling process. The additional six firms were identified on the basis of 

an internet search and by asking respondents already identified. This method 

makes it more likely that well-known (and well-performing) firms will be 

selected, resulting in a bias in the group. The bias towards successful firms 

should be kept in mind in the interpretation of the results. The characteristics of 

the skills and the transfer mechanisms could be typical of success stories. 

 
3.3 The nature of transferred skills and resources 

This section addresses the first research question posed in the introduction: 

what is the nature of the skills transferred from a parent company to the new 

firm? The results are based on the data from the postal questionnaire. In 

Chapter 2, two distinct modes of resource transfer were identified. First, there is 

an indirect route: skills, embedded in the entrepreneur are transferred through 

the job mobility of the entrepreneur. The entrepreneur has gained several useful 

skills while employed which can then be used in the new firm. The second route 

is direct resource transfer in the form of support. Both routes are covered in the 

postal questionnaire. 

 
3.3.1 Resource transfer: skills 

The questionnaire proposes nine fields of experience in which an entrepreneur 

may have gained skills during previous employment. The skills relate to very 

practical information, such as the identification of possible clients and suppliers, 

and also to more encompassing and vaguer notions such as industry knowledge. 

The fields were defined in order to cover all the skills that are regularly 

connected with entrepreneurship. They can be seen as refinements of the three 

resource groups described by Barney (1991, and see also Figure 2.4): human 

capital resources, organizational capital resources, and physical capital 

resources. For skills transfer, only human capital and organizational capital are 

relevant. Ucbasaran et al. (2006) identify managerial and entrepreneurial skills, 

technical knowledge, and opportunity recognition as pivotal elements in the 

entrepreneurial human capital package. Managerial and entrepreneurial skills 

can be used to put the organizational capital resources in place in the new firm, 

whereas the other skill types describe human capital that is related to the actual 
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operation of the business. Stokes and Blackburn (2002) address the learning 

experiences of habitual entrepreneurs and this results in five key knowledge 

fields. As with Ucbasaran et al., they identify technical knowledge for managing 

operations and managerial skills (people and finance). However, they also 

distinguish marketing skills and personal development as important learning 

experiences. Finally, networking is added to the list because of its claimed 

positive influence on firm performance (Sorenson, 2004). The fields were 

predefined in the questionnaire, but the entrepreneurs were given the 

opportunity to add additional learning experiences. Only a very small number 

used this opportunity. It therefore seems that most relevant skill types were 

included in the list of nine suggested. 

Of all the entrepreneurs (n=299), 83% used knowledge from their 

previous employment. The average number of skill types used was 3.39 

(maximum 9). When excluding the complete non-users of knowledge the 

average raises to 4.04. The number of skills used says something about the 

strength of the link between the parent company and an entrepreneur. The 

greater the number of skills used in the new founding is, the greater the impact 

of the parent company is. Counting the number of skills employed shows three 

advantages of the focus on skills over an empirical analysis based on the 

background of the entrepreneurs. First, it becomes clear whether the 

entrepreneur uses any relevant skills brought from previous employment or not. 

When the industry experience of an entrepreneur is used as the reference point, 

the transfer of skills is assumed, even though this is not inevitable. Second, 

having an industry background, even when the transfer of skills is confirmed, 

does not imply the transfer of relevant skills. Klepper’s observation that spin-off 

firms are only successful when the parent firms are also successful underlines 

this possibility (Klepper, 2004). Counting the number of skills transferred 

circumvents this problem to some extent. The number of skills approximates to 

the entrepreneurial knowledge used in the new founding. In this sense, it is a 

measure of the education experienced by the entrepreneurs in previous 

employment. Nevertheless, this interpretation should be treated with care. The 

entrepreneur may have other sources (apart from previous employment) that 

also render useful skills. Learning is not confined to previous employment 

experiences. Therefore, the number of skills used should not be seen as an 

indicator of the entrepreneur’s ability. Further, the number of skills used leaves 

the quality of the skills unaddressed. The industry experience of one 

entrepreneur may be more accurate or relevant than the industry experience of 
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another entrepreneur. The third advantage of this method is the possibility to 

include some flexibility in the spin-out and spin-off definitions. The number of 

spin-outs and spin-off in the sample depends on the determined strength of the 

ties (measured as the number of skills transferred) between parent company 

and spin-out or spin-off. The effect of the threshold level set, on the number of 

spin-offs and spin-outs, is shown in Chapter 6, when the issue of counting 

individual start-ups, spin-outs, and spin-offs is discussed and assessed in detail. 

 
Skills types N (skill types) % 
Industry 165 66 
Product 147 59 
Potential clients 131 52 
Entrepreneurship capabilities 108 43 
Management experience 98 39 
Network / relations 96 38 
Potential suppliers 92 37 
Production process 89 36 
Identification business opportunity 60 24 
   
No knowledge used 49 16 
Table 3.2: Skill types used, N (respondents) = 299,  
multiple responses possible 

 

Table 3.2 lists the nine predefined knowledge categories and their 

relative occurrence. The most frequent inputs are knowledge about the industry, 

knowledge about the product and the identification of clients. Industry 

knowledge is hard to translate into practical examples. It is a general category 

that captures business styles and specific characteristics of the industry. 

Although it is close to the theoretical notion of industry-specific knowledge, it 

remains somewhat unspecified. The second and third categories are easier to 

interpret and relate to the market in which the new firms operate and the 

products they manufacture (or services they provide). Both elements are 

assumed to be industry-specific skills. Entrepreneurs use market knowledge to 

assess product viability (Shane, 2000). Product knowledge is an important 

precondition for a well functioning firm (Penrose, 1959). Both elements are also 

important in the learning curves of habitual entrepreneurs, as shown by Stokes 

and Blackburn (2002). Less common than the top three, general knowledge 

indicators ‘management’ and ‘entrepreneurship’ follow. Both skill types are 

assumed to be applicable in all contexts. Recognizing a market niche or a new 

business opportunity applied to 25% of all cases. This finding challenges the 

often attributed innovative flavour of new firm formation. Especially in terms of 

policy, entrepreneurs are often seen as innovators in the economy. Although 
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true in terms of risk-taking and rejuvenation of the economy, the statement 

seems debatable when considering new products. Only a few entrepreneurs 

start their firms based on the identification of a new market niche. Most of the 

entrepreneurs are followers in the market (see also Aldrich and Martinez, 2001; 

Bosma and Wennekers, 2002). 

 

3.3.2 Underlying skill categories 

Describing the individual impacts of the knowledge types gives a good idea of 

the skills that result from working experience. However, assessing the types on 

an individual basis ignores possible underlying patterns in the data. Some of the 

skill categories are likely to be correlated. Several categories have similar 

connotations; ‘product knowledge’ and ‘knowledge of the production process’ 

may be expected to be closely related for instance. However, there may be 

other underlying patterns that are not so obvious. ‘Industry knowledge’, for 

example, is a broad description, which could include other categories such as 

‘product’, ‘market’, or ‘production process’. By assessing the underlying structure 

of the data, more fundamental skill categories can be formulated. 

Any underlying patterns in the data can be extracted using a Principal 

Component Analysis (PCA). A PCA enables the formulation of underlying and 

independent variable groups. In this particular case, underlying skill categories 

will be identified. As the nine variables are all dichotomous, the dataset does not 

meet the conditions for a standard PCA, which requires standardised continuous 

variables. However, the standard correlation matrix that serves as the input for 

a PCA can be replaced by a tetrachoric correlation matrix with dichotomous 

variables (Pearson, 1901; Drasgow, 1988). The statistical package Prelis/Lisrel 

accommodates this procedure. Table 3.3 shows the results of the analysis. 

 The first component (operational skills) explains a large part of the 

variance and is made up of several factors that all relate to the operational side 

of the firm. First the inputs for production are important: the knowledge of 

potential suppliers, the production process, and the product itself are the main 

factors that explain this component. In addition, the component is influenced by 

the potential clients. The operational skill component identifies skills related to 

the whole production process from input, through making the product, to selling 

it. It also includes the ‘industry knowledge’ factor which indicates that the 

industry-specific knowledge is focussed on the operations of the business. 

Network development and the recognition of business opportunities seem rather 

unrelated to industry-specific skills. The second component clearly reflects 
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organizational knowledge. Management and entrepreneurship skills are strongly 

linked and indicate the ability of the entrepreneur to deal with the organizational 

part of entrepreneurship. This is in line with Barney’s (1991) division into three 

resource groups, in which the organizational capabilities of a firm are a distinct 

set of resources. The skills that are related to this help an entrepreneur to put 

the necessary organizational resources of the new firm in place. The third 

component (business environment skills) has negative values for the relationship 

with product-related knowledge types and organizational knowledge. Rather, 

this component is defined by variables that indicate a thorough understanding of 

the environment in which the new firm operates. The entrepreneur uses a 

network of relationships for the founding of the firm. Further, the entrepreneur 

has a good feel for market dynamics. The third component thus comprises skills 

that enable the entrepreneur to deal with the business environment. 

 
Skill types used Component 1: 

Operational skills 
Component 2: 

Organizational skills 
Component 3: 

business 
environment skills 

Potential suppliers 0.444 0.036 -0.039 
Production process 0.438 -0.118 -0.127 
Product 0.413 -0.239 -0.400 
Industry knowledge 0.396 -0.257 -0.161 
Potential clients 0.398 0.098 0.304 
Network 0.287 0.188 0.562 
Business opportunity 0.170 0.258 0.370 
Management 0.104 0.638 -0.164 
Entrepreneurship 
capabilities 

0.055 0.586 -0.473 

    
Variance explained (%) 40.74 18.96 11.56 

Table 3.3: Principal Component Analysis, component scores 

 

When investigating whether a fourth component is required, ‘business 

opportunity’ loses its importance in components 1 and 3 and dominates the 

fourth component as the only variable with a considerable impact. The variance 

explained by an additional fourth component is small and thus the variable 

‘business opportunity’ is not important to most entrepreneurs (see also Table 

3.2). Moreover, since the fourth component would be largely explained by one 

variable, it does not contribute to the goal of data reduction. Therefore, a fourth 

component is rejected and three components are established: skills related to 

operations, organizational skills, and business environment skills. 
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3.3.3 Resource transfer: support 

Apart from indirect resource transfer through employee education, resource 

transfer can also be the result of direct support: for example, existing firms can 

endow new firms with money, facilities, or orders. This second mode of resource 

transfer is not as common as the indirect route through experience. Of all the 

entrepreneurs interviewed, 67 (20%) indicated that they had received direct 

support from their previous employer. All of these firms also admitted indirect 

resource transfer through learning effects. A combination of indirect skills 

transfer through learning experiences and direct resource transfer in the form of 

support defines these firms as spin-offs (Figure 2.3). A previous study on spin-

offs in the Netherlands reported a comparable share of new firms at 15 - 18% 

(Bernardt et al., 2002). Their study targeted all firms smaller than 100 

employees. In the present study, one-person firms are underrepresented and 

there are a few cases of large firms (more than 100 employees). The size 

distributions of the studies are somewhat different as a result. Further, the 

present study uses data from three provinces, whereas Bernardt et al. 

considered the whole of the Netherlands. Despite these sampling differences 

between the two studies, the results match rather nicely. In the Netherlands, 

about one in five foundings seem to receive direct support from a parent 

company. 

 
Type of support Bernardt (2002) Own questionnaire (2005) 
Orders 

- from parent firm 
- through parent firm 

34 % 40 % 
27 % 
13 % 

Knowledge / advice 34 % 31 % 
Financial means 26 % 10 % 
Facilities -- 16 % 
Transfer of property rights -- 10 % 
Other 37 % 16 % 
   
N (number of spin-offs) 121 67 

Table 3.4: Support types, multiple answers possible 

 
The study by Bernardt et al. also includes descriptions of the nature of 

the support received by spin-offs. The threefold distinction made by Barney is 

again the starting point for the analysis. Support can involve the transfer of 

human capital and organizational resources in the form of advice. Further, 

physical capital can be transferred to the new firm, for example by providing 

accommodation for the new firm. Table 3.4 shows that ‘orders’ and ‘knowledge 

transfer’ (i.e. advice) are the most common types of support. Another Dutch 
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study, on ‘intrapreneurship’, concludes that guaranteed turnover is the most 

important means of support offered by parent companies (Dutch Ministry of 

Economic Affairs, 2000). Although support can be very useful to spin-off 

companies, the nature of the support usually given indicates a preference of the 

parent companies to offer support that requires low levels of commitment. Both 

orders and advice can be given relatively easily and have no long term influence 

on the parent company. 

 
3.4  Looking behind the figures: interview findings 

The previous sections have provided an indication of the nature of the skills and 

support that entrepreneurs deploy in the founding of new firms. Entrepreneurs 

have gained expertise in various fields. The data from the postal survey indicate 

a three-way distinction in the skills endowment of the entrepreneurs. The skills 

transferred from previous employment seem to consist of an important 

operations-related skill dimension, an organizational dimension, and a dimension 

containing skills related to the business environment. The nature of the transfer 

process itself, however, still remains unclear. In order to construct a fuller 

picture of the whole founding process and the skills and resources involved, ten 

additional in-depth interviews were conducted. In the semi-structured 

interviews, the circumstances surrounding the founding were addressed in order 

to assess the influence of parent companies on the founding process. In the 

analysis, the nature of the skills types and support are clarified in more detail. 

Further, the analysis of the link between parent company and founder opens up 

the discussion about the relationship between the backgrounds of the founder 

and the skills used in the new firm. The results from the interviews are 

presented in four themes. Both dimensions of the conceptual framework, 

indirect skill transfer (3.4.1) and support (3.4.4), are addressed. The role of 

networking (3.4.2), which is an example of indirect skills transfer, is addressed 

separately because of its specific role in the founding process (Feldmann, 2002; 

Sorenson, 2003). Finally, the interviews revealed that parent firms often play an 

important role in the creation of the preconditions for a founding. This role is 

described in Section 3.4.3. 
 

3.4.1 Knowledge transfer 

The interviews were aimed at exploring the transfer of skills and resources to 

new firms. The firms in the interview sample were therefore all based on skills 

previously learned by the entrepreneurs. In other words, the interviewed firms 
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are spin-outs or spin-offs. The entrepreneurs apply skills built up as former 

employees in the founding process of their firms. It is therefore not surprising 

that the entrepreneurs interviewed appreciated the knowledge and skills they 

had used in starting their firms. However, it is striking to see the extent to 

which previous employment dictates the nature of the foundings. The 

entrepreneurs themselves tend to stress the uniqueness and independence of 

their firms, but when looking more closely at the interview texts a strong 

interdependence between previous employment and the current situation 

surfaces. This is probably most explicit in the daily activities of the 

entrepreneurs. The entrepreneurs’ daily activities differ little from their previous 

activities as an employee. Seven entrepreneurs basically retained the same 

positions and duties except now they were self-employed. Respondent I put this 

explicitly and Respondent J expressed similar sentiments: 

 

I: My daily activities as employee were similar. 
 

J: I was more or less self-employed in my previous position, because I was fully 
responsible for my own clients. 

 

The entrepreneurs do not particularly stress their skills related to the 

production side of the new business. However, the impact of product-related 

knowledge shows in the observation that the entrepreneurs stay more or less in 

the same job. The role of jobs in the learning process in employment is also 

stressed by this finding. It is not so much the industry experience that renders 

specific skills, it is the previous position of the entrepreneur that appears to be 

more important. Although there is probably a relationship between the industry 

and the product knowledge gathered in the industry, jobs do seem to relate to 

skill endowment more directly. Respondent H is a good illustration of this point. 

The respondent used to work for a large energy company in which his unit was 

responsible for the maintenance of a large business support software system. 

The unit was discontinued by the parent firm and the respondent founded his 

own ICT consulting company. Although this particular entrepreneur changed 

industries (from energy to ICT), his daily activities remained very similar; he still 

advises companies on how to use business support systems. In this case, the 

previous position of the entrepreneur was clearly more important for building up 

relevant skills than the industry in which he was employed. 
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 The influence of previous positions also shows in one of the largest 

frustrations expressed by entrepreneurs, the administrative burden of running a 

business. Most of the respondents have a background related to the actual 

production (of a service) in their previous firm. This leads to a situation in which 

the lack of administrative knowledge seems to be the greatest hurdle for the 

new entrepreneurs, especially when employing other people. Stokes and 

Blackburn (2002) report a similar finding for a British study. Financial issues is 

the main area entrepreneurs would like to avoid doing in running their 

businesses. The following two extracts from the interviews are representative: 

 

I: Employees are largely ignorant (of administrative issues, SK). You just receive your 
wage and then you turn into an entrepreneur and you need to take care of everything 
yourself. … That was completely new ground for me and it took me a lot of effort to 
master it. 

 

E: If you have a construction with five persons in several firms, it is important to 
make very good legal arrangements. … I know of several companies which were 
disbanded because they did not have proper legal arrangements. 

 

The influence of the industry (rather than the position in the parent firm) 

is reflected more strongly in skills transfer related to the assessment of the 

business environment. Some entrepreneurs simply continued their activities, 

without any adaptation of the product with which they used to work. However, 

in four of the cases, the new founding was based on an actual product 

innovation or the recognition of a concrete market opportunity. In these cases, 

the combined knowledge of the product and the market in which to position it 

appeared crucial (see also Anton and Yao, 1995). Respondent E explained how 

he knew about an forthcoming policy that would create a market for real estate 

valuations. Alongside this, he had seen how the valuation system of his 

employer was inefficient. On the basis of this information he improved the 

system and built his new firm around it. Thus the combined knowledge of the 

product and the market was crucial in this process. This observation is in line 

with previous work by Shane (Eckhardt and Shane, 2003; Shane, 2005) in which 

industry experience is linked to opportunity recognition. 
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3.4.2 Network 

Creating networks is a prominent element of experience and one which receives 

much attention in the debate about knowledge spillovers and cluster formation. 

Normally, networks are defined on the regional level in rather abstract terms. 

Some regions are seen as attractive to firms because relevant networks exist 

there. Firms can draw information from the networks which will help them to 

function effectively (Malmberg and Maskell, 2002). There are few studies that 

examine networks on the micro-level (see also Chapter 5). The interviews reveal 

some interesting insights, on the micro-level, on how entrepreneurs perceive 

networks and how they use them during the founding period.  

 Although networks are a result of experience, the entrepreneurs 

downplayed the role of networks. They did not recognize an explicit role for 

networks in the founding period, as in the following quote by Respondent D. 

Rather their own pro-active behaviour and independence was stressed. 

 

D: Networking was not so important in the beginning. … Now, we are turning into a 
sales organization, our networks grow increasingly important. 

 

Nevertheless, networks were used, for example in choosing suppliers and finding 

clients, by each of the foundings. Perhaps, it is so ubiquitous and obvious for 

the entrepreneurs that they did not feel the need to mention it explicitly. 

Knowing the other actors is just a fact-of-life for the entrepreneurs, and so does 

not require extra attention. Only when the entrepreneur’s network is used to fill 

knowledge gaps, is its role explicitly mentioned. Help is especially needed on the 

administrative and legal side of starting a business. Here, entrepreneurs turn to 

investment partners or other actors that can provide help in the founding 

process. The industry effect appears small. Especially in the founding phase, 

there is little contact with other players in the field. The support drawn from the 

entrepreneur’s network mostly comes from outside the industry, as indicated by 

Repondent I below: 

 

I: One of my (investment, SK) partners knew a lot about starting new companies and 
he provided me with good advice, excellent even. 

 

The most visible impact of an entrepreneur’s network comes to the fore 

in the founding teams of new firms. Eight out of the ten companies interviewed 

were started by former colleagues. This emphasizes the role of parent firms. 
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Parent firms offer platforms for entrepreneurs to meet, interact, and come up 

with business ideas. Respondent D describes how he and his business partner 

started thinking about entrepreneurship: 

 

D: The two of us were in Kiev. There we talked about our futures. We had some 
business ideas that we surely would never be able to realize within company Z. 

 

It seems that entrepreneurs use their direct environment for finding founding 

partners, whereas somewhat more detached relationships are used to overcome 

problems in the founding process. 

 
3.4.3 Creating preconditions 

The role of parent companies is prominent in the two abovementioned aspects. 

The companies provide entrepreneurs with relevant skills and knowledge. Then, 

they offer entrepreneurs a place to meet with potential business partners. 

However, the role of the parent company is most apparent in the decision to 

take the step of becoming an entrepreneur. Most of the entrepreneurs 

interviewed did not start their firms because of an intense wish to become self-

employed. Most foundings are the result of suitable reactions to situations in 

which self-employment became a viable option. The parent company is an 

important supplier of such possibilities. In other words, the parent company, to 

some extent, creates the preconditions for entrepreneurship. The opportunities 

can be thought of as centrifugal forces away from the parent company. Often, 

either a product line of the parent company or the entrepreneurs themselves 

drifted towards the fringes of the organization, creating a situation in which the 

step to entrepreneurship is no longer so large. 

 A clear example of a situation in which the parent firm created an 

opportunity for entrepreneurship was outlined by respondent C. The parent 

company decided to discontinue a specific production line and this sparked the 

idea of becoming an entrepreneur. 

 

C: The machines used for this process were to be destroyed. My business partner 
learned this and we asked each other: “Why don’t we try to continue this production 
process? Let’s try to target the niche market.” 

 

For respondent A, the role of the parent company was even more explicit. 
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A: At that point, Company Y asked us to carry on with the production (in an 
independent new company). 

 

In these two cases, the entrepreneurs acted upon opportunities clearly 

originating from changes in the parent companies. A product was to be 

discontinued, and this formed the basis for a new company. The product was 

taken from the fringes of the organization. In other cases, for various reasons, 

the entrepreneurs themselves slowly drifted away from the parent company’s 

core. Their activities became obsolete or personal problems provided an outward 

thrust, which eventually led to taking the step to self-employment. This is in line 

with the ideas of Appold (2001) who identified the influence of an employee’s 

position within an organization on the likelihood of staying employed in that 

particular organization. Drifting to the edge of an organization increases the 

chances of leaving considerably. Opportunity creation takes a somewhat more 

coercive form when this occurs. In such a situation, both the person involved 

and the organization feel uncomfortable with the somewhat detached position of 

the employee (see Quotes of Respondent H and G). They both gain by solving 

this ‘problem’. Entrepreneurship can be an agreeable way out of an awkward 

situation. 

 

H: We were a specialised group within the organization and they didn’t really know 
what to do with us. 

 

Respondent G explains her situation after a reorganization she supervised. 

 

G: It was impossible to remain in a supervising position (after reorganization – SK). At 
the same time, where can you go? What does the executive board want? 

 

 The opportunities created in existing firm can be interpreted as a mix of 

pull and push factors. On the one hand, employees may take the step to self-

employment as a reaction to business opportunities that have developed. The 

employees are pulled into entrepreneurship. On the other hand, especially in the 

case of personnel problems, the step towards self-employment may be forced to 

some extent. Self-employment is then an agreeable solution to a mutual 

problem. In such cases, entrepreneurship is, at least partly, based on push 

factors. It is likely that the characteristics of the foundings may differ according 

to the relative importance of the push and pull factors. For example, foundings 
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based on push factors might perform less well than foundings based on pull 

factors. In the interviews, no further information was collected to test this idea, 

but it seems an interesting hypothesis worth pursuing. 

 
3.4.4 Support 

Support comes in many flavours. Sometimes support is clearly visible, for 

example when a parent company supplies machinery for production. Sometimes 

support is much harder to detect, for example when the parent company gives 

the leaving entrepreneur time to conduct market research. The specific mix of 

support differs for each of the foundings and it is hard to distinguish a pattern. 

The support given ranges from capital, to providing a client list, to offering 

facilities, machines, and even buildings (see quotes below).  

 

F: All chairs, tables, and shelves you see. All from Company Z. 
 

C: We had a list of customers of Company X … They also promised us the use their 
accommodation for five years. 

 

In terms of the nature of the support, the interviews did not reveal much 

additional information to the postal questionnaire. The only valid conclusion to 

draw seems to be that there are many ways in which support can be and is 

given. However, two other important observations, unrelated to the nature of 

the support given, can be made from the interviews. 

 First, support is not always appreciated. During the founding process, 

support is welcomed and it does seem to help entrepreneurs ease through the 

founding process. Later in the lifespan, spin-off firms experience the downsides 

of support. The main disadvantage is the problem of creating an independent 

image. Especially firms that locate near or even within the parent company’s 

building find it difficult to present the spin-off firm as an independent one. The 

firms appreciate the support received, but only as an interim means in reaching 

independence (see quotes below). 

 

F: We had an email address under Company W, we had the image of Company W’s 
office, which we didn’t want. Everyone saw us a part of Company W. … All we wanted 
was to be independent. 
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C: It’s easy to fall back on your previous co-workers, while you need to do some 
things by yourself in order to become really independent. 

 

Second, there seems to be an important link between receiving support 

and the dynamics of the parent firm preceding the founding process of the spin-

off. When the founding process of a firm is influenced by a somewhat detached 

position in the parent company (Section 3.4.3), the chance of support seem 

greater. Table 3.5 gives a schematic presentation of this relationship. In seven 

cases, the provision of support is congruent with the previous peripheral 

position of the entrepreneur or the product. In other words, when the employee 

or the production process is positioned on the fringes of an organization, 

support is likely (four out of six cases). When this is not the case, support is less 

frequent (three out of four cases). 

 
 A C G J B D I  H E F 
Organizational fringe: product line + + 0 + 0 0 0  + + 0 
Organizational fringe: entrepreneur 0 0 + 0 0 0 0  + + 0 
Support + + + + 0 0 0  0 0 + 

Table 3.5: Situations in the founding process and support 
0 – not applicable,  + - applicable 

 

 There is logic in this relationship: as described in the previous section, an 

isolated employee is a mutual problem. Both the organization and the employee 

are negatively influenced. As a result, a solution is often found after a 

negotiation process in which both the employee and the organization make 

concessions. If not, an employee could oblige the firm to adhere to his or her 

contract, especially in the case of permanent positions6. By ‘voluntarily’ 

becoming an entrepreneur, the parent company is released of its obligations 

towards the employee. Naturally, the employee expects something in return for 

this. The parent firm could offer support in the form of start-up capital for 

example. In such cases, support is a compromise with advantages for both the 

entrepreneur and the parent firm. Respondent G summarized this process as it 

affected negotiations: 

 

G: We negotiated. The deal was, we were allowed to conduct a marketing research 
for our new firm … and we wanted a certain amount of money. 

 

                                                 
6 The argument can be made in the Dutch legal framework which includes rather extensive 
protection of job contracts. In other countries, the argument may be less applicable. 
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 If a new firm is based on a discontinued production process, support by 

the parent firm is also likely. In the case of manufacturing, the situation is quite 

clear. Entrepreneurs need machines and probably premises to start production. 

In order to acquire these, the cooperation of the parent company is needed. 

However, even in the case of intangible services, there can be an important role 

for the parent company, particularly in relation to possible clients. When a 

production line or a service is discontinued, some clients are likely to be 

disappointed. If one of its employees sees opportunities to serve these clients, a 

parent company is able to offer an attractive and easy alternative to these 

clients. In this way, the parent company shows that although they are unwilling 

to continue providing the service, they still look for a good solution for their 

clients. In service industries, with trust-based relationships and image as 

important selling points, finding a good solution for former clients can be very 

important to firms. Supporting the establishment of a new firm (started by one 

of their employees) fits neatly in such a strategy. 

 The above examples show that giving support is not necessarily an 

altruistic deed by existing firms. There is also something in it for the parent 

firms. It explains the counterintuitive observation that spin-offs sometimes 

receive support even when they turn into competitors of the parent firms. 

Although these so-called vicious spin-offs (Elfring and Foss, 1997) may be a 

potential hazard for the market share of the parent firm, internal problems may 

have been resolved by providing support to the spin-off. 

  
3.4.5 The argument so far 

The results of the postal questionnaire and the interviews combined bring us a 

step closer to understanding the founding process of new firms. As expected 

from previous research (Garvin, 1983), existing firms play an important role in 

the establishment of new companies. The firms have an educational function for 

the entrepreneurs. No less than 83% of all entrepreneurs use knowledge or 

skills that result from previous employment. Three skill groups can be defined: 

skills rated to the operations of the firm, skills related to the organization, and 

skills related to assessing the business environment. However, there is more: 

existing firms offer entrepreneurs the opportunity to meet with potential 

business partners. The interviews revealed that most business partners used to 

work in the same company. They met while employed and came up with a 

business idea together. Further, firms have a role in creating situations in which 

entrepreneurship becomes a viable option for their employees. The employees’ 
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positions in the firms may be at jeopardy, stimulating them to find new 

opportunities, such as self-employment. If this is the case, the founding is often 

supported by the parent company. Supporting an employee’s founding is a 

realistic option for a parent firm and can avoid awkward situations. Likewise, the 

discontinuation of a production process may provide possibilities for employees 

to build a firm around existing production resources and skills. 

 
3.5  Career background and resource transfer 

In the remainder of this chapter, the relationship between the skills learned and 

the industry background of the entrepreneurs is considered. This relationship is 

relevant to spin-off research, as it relates spin-off definitions based on industry 

experience to the actual skills involved. The second research question addresses 

this issue: what is the relationship between the career background of an 

entrepreneur and the nature of the skills available to the entrepreneur? 

In considering the relationship between experience and skills 

development, the distinction between generic learning and specific learning is 

relevant (Becker, 1964; Helfat and Lieberman, 2002; Koster & Van Wissen, 

2006). Generic learning encompasses the accumulation of skills that can be used 

in any environment. Specific learning, in contrast, yields skills that are only 

applicable in the context of a firm or a particular industry. Management skills, 

for example, would be labelled as generic, as they can be useful in every sector. 

A good manager can manage firms in any industry. Knowledge of the production 

process, however, is typically associated with a particular industry. A potential 

carpenter has no use of baking skills he may have gained during his previous 

employment in a bakery. Knowledge of the production process is an industry-

specific type of knowledge. Reality, however, is less clear and the dichotomy is 

not always straightforward. Being part of a network, for example, can be a 

specific type of knowledge when it relates to contacts with suppliers and 

customers. Other contacts, for example with local government, can be used in 

any setting. Likewise, highly specific product information is not only available 

within a strictly defined industry. Employees in ICT departments of banks can 

develop highly specific ICT skills within the financial sector. 

The distinction between generic and specific learning can be related to 

the three skill categories identified in the previous sections. The first skill group 

describes the operational side of running a business. A thorough knowledge of 

the product and the production process is combined with a good assessment of 

market opportunities. In the interviews, the respondents indicated how this 
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knowledge was vital in establishing a product-market niche for the new firms. 

They also indicated the influence of their previous employment in the 

identification of these products. Therefore, this skills category is likely to relate 

to the industry experience of the founders. Operational knowledge is expected 

to be the result of specific learning. 

 The second skills group includes knowledge related to the organizational 

side of business. With this, the founders have an extensive knowledge of 

administrative and management issues. These items are theoretically labelled as 

industry independent (generic) since no relation with the industry is expected.  

 Finally, the third group comprises of skills related to interacting with the 

business environment. Entrepreneurs in this group base their firms on good 

contacts with the environment. For example, they spot a business opportunity 

and pursue this idea in a new firm. Likewise, entrepreneurs may use their 

network of relevant contacts to gather information about setting up a new firm. 

Links with the external environment are the defining elements of the third skills 

group. These links may be inside and outside the industry, as reflected in the 

interviews with the entrepreneurs. A relationship with industry experience is not 

essential. 

The distinction between generic and specific knowledge offers a 

manageable framework for understanding the influence of employment 

experience on entrepreneurship. It has an intuitive logic when applied to the 

backgrounds of entrepreneurs. This section explores the relationship between 

industry background and skills. 

 
3.5.1 Organizational versus personal backgrounds 

Chapter 2 described the rift between firm-based studies and individual-based 

studies. The postal survey provides information on both aspects of new firm 

formation, and this offers a way of relating both lines of thought. 

When adopting an organizational view, the inheritance of new firms is be 

traced in terms of organizational links. A firm can be seen as either a totally new 

entity, or a continuation of an already existing firm. The latter is the case for 

take-overs, restarts of discontinued firms, or split-offs of divisions. The roots of 

the new firm can be relatively easily traced back to the previous organization, 

primarily by investigating previous legal links between the two entities. In such 

a situation, it is tempting to assume a continuation of the production process. 

Nevertheless, the new firm might be completely new and only use the name or 

the legal constructions of the parent company (see also Chapter 2 and, for 
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example, Brouwer, 2005). Even if there are clear legal links between a new firm 

and its parent, it is still not clear what kind of resources and decision making 

processes are transferred to the new firm. Structure, performance, and decision-

making can be different from before. However, the new firm does build on the 

existing structures of the parent and a certain degree of influence is logical. 

Table 3.6 shows the breakdown of firms in the survey by three organizational 

links. Of all the new firms, 28% can be regarded as ‘related’ foundings (take-

overs, continuations, and split-offs), the remaining 72% are totally new efforts 

and are labelled ‘unrelated’ foundings. 
 
Founding type % # 
New firm (unrelated founding) 72 216 
Re-launch / Take-over (related founding) 18 54 
Separated part of larger company (related founding) 10 29 
   
Total 100 299 

Table 3.6: Foundings by organizational background 

  

Shifting to the entrepreneurial perspective, familiar patterns concerning 

the backgrounds of entrepreneurs are repeated (Table 3.7). Most entrepreneurs 

(73%) were employees before they became self-employed, and 64% have 

experience in the same industry. Based on these figures, and adopting a lenient 

definition, spin-offs are the most common means of entry (Garvin, 1983; Dahl 

and Reichstein, 2005). Of all the entrepreneurs, only 16% come from a self-

employment background and have previous experience in setting up a new 

business. Entrepreneurs with self-employment experience are less dependent on 

the industry than entrepreneurs with an employment background. About half of 

all entrepreneurs with self-employment experience remain in the same industry, 

compared to 70% of entrepreneurs that come from a position as an employee. 

This agrees with the view that self-employment renders organizational skills 

which are industry independent, and that therefore, it is easier to change 

industries when self-employed. The results regarding the histories of 

entrepreneurs agree with previous Dutch findings (Bruins, 2004). This adds to 

the confidence in the dataset used.  
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Background type % # of which in same 
industry (%) 

of which in same 
industry (#) 

Employee 73 213 70 148 
Self-employed 16 47 51 24 
Student / unemployed / other 11 33 46 15 
     
Total 100 293 64 187 

Table 3.7: Career backgrounds of the entrepreneurs 

 
3.5.2 Personal backgrounds and skill endowment 

Differences in backgrounds would be expected to result in differences in the 

skills available to entrepreneurs. In this section, therefore, the focus is on the 

link between backgrounds and skills endowment at the personal level. In the 

next section, the focus is on the organizational view. Industry experience is the 

most relevant background when relating information to spin-offs and, indeed, 

industry experience matters (Table 3.8). Employment in a particular industry 

renders greater advantages than having experience outside the industry. Of the 

entrepreneurs without industry experience, 66% use relevant knowledge. For 

the entrepreneurs with industry experience, the percentage is 95%. The average 

number of relevant resource types is also higher for the group with industry 

experience. The distinction between the groups is partly explained by ‘natural 

born’ entrepreneurs without any prior working experience to fall back on. When 

controlling for this group, by only including entrepreneurs that come from an 

employment situation, the gap closes somewhat (75% - 97%). The overall 

picture remains unchanged, however: entrepreneurs with industry experience 

more often use knowledge from their previous employment than those in the 

other group, and, when they do, the number of inputs is higher. 

 
 No industry 

experience 
Industry 

experience 
Sig. 

difference 
skills used (% Yes) 66 % 95 % **A 

# skill types used – zeros excluded 
(min 1, max 9) 

2.84 4.39 **B 

# skill types used  - zeros included 
(min 0, max 9) 

1.87 4.18 **B 

Table 3.8: Number of skills used in founding process and industry experience 
A – chi-square test, B – t-test, ** - 1% significant 

 
Having an industry background influences the availability of relevant 

skills. Does it also influence the nature of the skills gained by the employees? In 

other words, does industry experience lead to other types of knowledge than a 

background in another industry? Figure 3.1 focuses on this question. The figure 
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shows the nine skill types, offered in the postal questionnaire. For each skill type 

the share of entrepreneurs using it is shown (zeros excluded). The figure shows 

some interesting results that seem to support intuition. Both indicators of 

generic knowledge top the list for entrepreneurs lacking industry experience 

and, moreover, they are also the only two indicators which are significantly 

more important for those lacking industry experience than those with it. This 

tallies with the result that entrepreneurs with self-employment experience are 

relatively more mobile across industries (Table 3.7). With all the other, specific, 

indicators, industry experience increases the likelihood to actually use resources 

gathered during previous employment. It seems that, apart from management 

and entrepreneurial skills, all indicators have an industry-specific aspect. 

 

 

Table 3.9 uses the same information as in Figure 3.1, but presents it in a 

somewhat different form. The skill categories are now grouped according to the 

PCA described in Section 3.4. The cells indicate whether entrepreneurs have a 

higher score on each of the components (operations, organization, and business 

environment) depending on their backgrounds. With industry experience, the 

%

New market opportunity

Management skills

Entrepreneurship skills

Network

Production process

Potential suppliers

Potential clients

Product

Sector

no industry experience industry experience

0 10 20 30 40 50 60 70 80 90 100

Figure 3.1: Nature of skills used in founding process depending on industry 
experience (N=250) 
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pattern in Figure 3.1 is confirmed. Industry experience particularly influences 

the skills related to operations, including the production process and market 

opportunities. When entrepreneurs found their firms based on organizational 

skills, industry experience is likely to be often absent. Apparently, when 

entrepreneurs change industries, they rely on their organizational skills, rather 

than on their operations-related skills. For the market component, there is no 

statistically significant difference between the groups. In the table, two other 

background factors are included. In the second row, the previously self-

employed are compared to the previously employed. Self-employment is 

theoretically linked to generic skills, in this case organizational skills, but here 

there are no differences between the groups. Seemingly, self-employment does 

not influence the skills endowment of entrepreneurs. This is an interesting 

finding as it indicates that habitual entrepreneurs are not all that different from 

first-time entrepreneurs (at least, in terms of skills transfer). Even on the 

organizational component they do not score better. In the third row, hybrid 

starters are compared to full-time starters. Hybrid starters retain their previous 

position while starting up a new firm and this inbuilt link with an existing firm 

might be expected to provide easy access to skill types for the entrepreneurs. 

However, the results do not confirm this idea. On the contrary, hybrid starters 

do not normally take operations-related skills to their new firm. Their current 

employer may not allow them to start a business in the same industry, because 

the new firm could become a competitor. 

 
Position before founding Operations 

component 
Organizations 
component 

Business 
environment comp. 

Industry exp. vs. no industry exp. + - 0 
Employed vs. self-employed 0 0 0 
Hybrid starter vs. full-time starter - 0 0 

Table 3.9: Career backgrounds and skill endowment. 
+; significantly higher score, -; significantly lower score, 0; no significant difference,  
t-tests with 95% confidence interval 

 

 The results support the idea that spin-off definitions based on the 

industry experience of entrepreneurs do single out those entrepreneurs with 

heavy reliance on their previous employment. Entrepreneurs with industry 

experience score particularly well on skills regarding the operational side of a 

business. This should not be overlooked when interpreting findings that used a 

spin-off definition based on industry experience. 
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3.5.3 Organizational background and resource transfer 

The organizational background of a founding is also likely to influence its 

characteristics. A new firm with a legal background in a parent firm (i.e. a 

related founding) is, by definition, a continuation of that business7. Existing 

structures are directly transferred to the new firm. On the organizational level, a 

clear link between the parent firm and the founding is to be expected. If the 

organizational structures of a company remain in place, it can be expected that 

the skills available to the entrepreneurs involved are specifically tailored to the 

needs of the existing organizational structures. In other words, the employee 

turns into an entrepreneur with firm-specific skills. In addition, as highlighted in 

the interviews, when the parent organization creates the preconditions for 

entrepreneurship (which is the case with related foundings) there is a good 

chance that the parent company will support the new founding. 

 Table 3.10 shows resource transfers dependent on the organizational 

background of the founding. Being related to another firm does induce resource 

transfer from the parent company to the new firm. Although the propensity to 

use skills is equal for both related and unrelated foundings, the number of skills 

used differs. Related foundings use a greater number of relevant skill types than 

foundings without organizational heritage. It seems that when the transfer of 

skills does occur, the skills have greater relevance in related foundings. The 

component scores show that the difference is mainly explained by the 

knowledge about the operational side of business. Based on the interview 

results, it can be expected that entrepreneurs remain in more or less the same 

position (for example moving from division manager to manager of the 

independent new firm based on that division). Being familiar with the company, 

the production lines, and the demand structure, the operational skills of the 

founders are more relevant than those of entrepreneurs in unrelated foundings. 

Finally, related foundings have a higher propensity of receiving support. In some 

cases, the cooperation of the parent firm is even essential for the establishment 

of the new firm (for example in transferring property rights). When a founding is 

the result of cutbacks or other problems in the parent company, support is more 

likely to be given. The interviewees indicated that the support given is likely to 

be the outcome of a negotiation process between the founder and the parent 

company. 

 

                                                 
7 Related foundings are take-overs, continuations of existing firms with new management, 
and split-offs. 
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 Related founding Unrelated founding Significant 
Used relevant skills (yes/no) 85 % 83 %  
Average number of skills 4.6 3.8 ** 
    
Operations comp. (average z-scores) 0.24 -0.01 * 
Organizations comp. (idem) 0.07 -0.03  
business environment comp. (idem) -0.14 0.06  
    
Support (yes/no) 28 % 18 % † 

Figure 3.10: Organizational backgrounds and skill endowment 
** - 1% significant, * - 5% significant, † - 10% significant 

 
3.5.4 Personal and organizational backgrounds confronted 

The bivariate analyses reveal a convincing link between the backgrounds of 

entrepreneurs and the skills available to them. Different backgrounds lead to 

different skills. Not only the nature of the skill types is influenced, but also the 

occurrence of skill transfer as such. This section presents two regression 

analyses that address this relationship in a multivariate environment. 

Two dependent variables are identified that capture the occurrence of 

skills transfer and the nature of the skills. The first is a dummy variable, 

indicating whether entrepreneurs did or did not use any skills from their 

previous employment. The second dependent variable captures the nature of the 

skills transferred, and it is the standardised component scores of the 

entrepreneurs (from the PCA, Table 3.3). The component scores describe the 

entrepreneurs’ specific fields of expertise with scores on operation, organization, 

and business environment skills. In effect, the nature of the skills is represented 

by three dependent variables. 

The independent variables describe the backgrounds on the 

organizational and the individual levels. The first variable has an organizational 

bias and is called ‘related founding’: the founding is either a continuation of an 

abandoned business, or a split-off part of a larger company. In both cases, the 

entrepreneur can benefit from resources that come from the previous structures. 

Entrepreneurs involved in a related founding are expected to more often use 

knowledge from the previous firm. The same reasoning applies to ‘support’ 

given. Some entrepreneurs receive support from their previous employer while 

starting up. This also leads to enhanced resource availability. On the individual 

level, entrepreneurs can have ‘self-employment experience’ and ‘industry 

experience’. Self-employment spells are linked to generic skills such as 

organizational knowledge (see also Chapter 2 and Ucbasaran et al., 2006). The 

entrepreneur knows from past experiences how to run a business. The industry 
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background of entrepreneurs is often seen as pivotal for knowledge collection 

(Klepper, 2001a). Looking at the nature of the inputs, sector experience is likely 

to influence operations-related knowledge as this is a specific learning element. 

Generic elements such as organizational capabilities and, to a lesser extent, 

relations with the environment are not expected to have any relationship with 

industry experience. The last independent variable concerns ‘hybrid foundings’. 

Some entrepreneurs start their business while remaining employed. This offers 

hybrid entrepreneurs a natural and continuing source of relevant information for 

their new businesses. 

 
 skill transfer   
Related founding (d) -0.22 (0.41)  
Supported founding (d) 1.46 (0.77)†  
Hybrid founding (d) 0.16 (0.47)  
Industry experience (d) 2.22 (0.41)**  
   
Intercept 0.55 (0.26)*  
Nagelkerke R2 0.27   
-2 loglikelihood 0-model 249.98   
-2 loglikelihood 200.98   
N 289   

Table 3.11: Multivariate estimate of the occurrence of skill transfer. 
binary logistic regression, dep. variable – occurrence of skill transfer (1= entrepreneur used 
skills from previous employment), (d) – dummy variable, SE-values in parentheses.  
† - significant at 10% level, * - 5% level, ** - 1% level 

 

Table 3.11 shows the result of the regression onto the dummy variable 

whether entrepreneurs used any relevant skills from their previous employment 

or not. The probability of entrepreneurs using any knowledge previously gained 

depends strongly, as expected, on the industry experience of the entrepreneurs. 

It is easier for entrepreneurs to transfer knowledge to a new firm when they 

stay in the same industry. Also support from a parent firm helps the 

entrepreneur to use knowledge in the new firm: it is easier to use your 

background when the parent firm offers a helping hand. ‘Related founding’ 

shows no influence in the model. That is, using an existing firm as the 

foundation for the founding has no effect on the propensity for skills transfer. 

Apparently, in such a situation, the input is of little use to entrepreneurs, and so 

related foundings can be regarded as new endeavours that do not benefit much 

from already existing structures and knowledge. 

Finally, hybrid foundings also have no explanatory power in the model. 

As noted before, employers may be reluctant to allow employees to become 
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entrepreneurs if they intend to use skills that are also relevant in the source 

company. In the model, only support and industry experience explain the 

transfer of skills at the personal level. The assumption of knowledge transfer, as 

made in spin-off definitions based on industry experience, is therefore confirmed 

empirically. If skills transfer does take place, the nature of the skills transferred 

can vary. Table 3.12 shows the influence of background on the nature of the 

skills input. 

 
 Operations 

comp. 
 Organization 

comp. 
 Business environment 

comp. 
Related founding (d) 0.13 (0.13) 0.13 (0.14) -0.15 (0.15) 
Supported founding 
(d) 

0.25 (0.13)† 0.02 (0.14) -0.19 (0.15) 

Self-employment 
exp. (d) 

0.07 (0.18) -0.13 (0.19) -0.02 (0.20) 

Hybrid founding (d) -0.44 (0.16)** -0.04 (0.17) 0.16 (0.19) 
Industry experience 
(d) 

0.87 (0.13)** -0.88 (0.14)** -0.12 (0.15) 

    
Intercept -0.68 (0.12)** 0.60 (0.13)** 0.17 (0.14) 
R-square 0.25 0.15 0.02 
N 244  244 244 

Table 3.12: Multivariate estimates of skill types. 
OLS Linear regressions, dep. variables - standardised component scores, (d) – dummy 
variable, unstandardized coefficients, SE-values in parentheses. 
** - 1% significant, * - 5% significant, † - 10% significant 

 

Based on the PCA, three types of skills are distinguished: operation skills, 

organizational skills and business environment skills. As the results show, the 

regression models have very different explanation powers. The R-square scores 

of the models vary from a reasonable 0.23 for the operation skills model to a 

negligible 0.02 for the model explaining skills related to the business 

environment. It seems that there is no relationship between skills related to the 

business environment and the background variables included in the model. This 

reflects the apparent lack of impact of career variables on the ability to start 

businesses on the basis of knowledge related to the business environment. 

Entrepreneurs could have an intrinsic quality of being able to spot profitable 

opportunities, regardless of the industry or position they work in. Further, the 

low R-square score of this model also reflect a feature of the data. The 

dependent variables are the standardised component scores of the cases as 

assigned by the PCA. As already seen, the business environment component 

explains only a small part of the variance in the data. This means that the data 

patterns in this component are more diffuse than in the other two components. 
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As a consequence, using the same regression model with each of the 

components renders increasingly weaker models. 

The fit of the second model is reasonable, and the coefficients confirm 

the inferences drawn from the bivariate analyses. Since organizational 

knowledge is regarded a generic learning element, it should be related to 

previous functions rather than to industry-specific training. Self-employment 

spells, for example, are expected to positively influence endowment with 

organizational knowledge. However, no statistical connection was found. 

Perhaps, management experience is a better estimator of this component. As in 

the bivariate analysis, industry experience is highly significant in a negative 

sense. It could be that many entrepreneurs with organizational knowledge enter 

a sector based on their ability to start and run a firm with skills regarding the 

operational side of business (notably product knowledge) being less important 

(see also Figure 3.1). 

The regression on operation-related skills shows that industry experience 

is the most important predictor of this type of knowledge. Specific working 

experience is related to production knowledge. Support is also related to product 

knowledge. This could be an indication of cooperation between the parent firm 

and the supported firm. Hybrid foundings have a significantly lower input of 

production knowledge than other new firms. Here, entrepreneurs retain their 

previous position while starting up a new firm. Again, this fits with the 

interpretation that an employer would not agree to the entrepreneur working in 

the same field, producing the same product or service. As a consequence, hybrid 

foundings will involve another product, making operational knowledge less 

applicable to the entrepreneurs. Another possible explanation can be found in 

the idea that hybrid founders are less dependent on their founding. They still 

have a secondary, or even primary, source of income, through their job as an 

employee. Hybrid founders are thus more flexible in positioning their firms. The 

risks involved in changing industries are not so great, because of the safety-net 

provided by their regular job. Hybrids may be more willing to change industries 

and use fewer operational skills in the founding process. 

The organizational variables were not shown as important in any of the 

regressions. Although some new firms are built on existing structures and 

resources, knowledge inputs are not stimulated after controlling for other 

effects. In describing resource transfer from a parent firm to a founding, the 

entrepreneur appears to be the most appropriate unit of analysis. 
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3.6  Conclusions 

Entrepreneurship is not a chance event, but rather the logical outcome of a 

longer process. The path of the process and the backgrounds of the actors 

involved determine the decision to become an entrepreneur and the 

characteristics of foundings. As a consequence, some firms and their 

entrepreneurs have more efficient constitutions, which can lead to elevated 

levels of performance. Many studies have tried to find patterns in the outcomes 

of founding processes, and two promising groups of new firms have been 

identified: spin-off firms and firms started by habitual entrepreneurs. Both are 

argued to have superior access to resources either because of their industry 

background (spin-outs and spin-offs) or because of their entrepreneurship 

experience (habitual entrepreneurs). In Chapter 2, it was argued that 

backgrounds as such do not have any distinguishing power. Rather, it is the 

skills and resources resulting from career backgrounds that explain possible 

distinctions between different entrepreneurs and their founding efforts. This 

chapter therefore has empirically examined the skills used in spin-out and spin-

off companies. First, the nature of the skills and resources transferred was 

assessed. Second, the link between career backgrounds and the transfer of skills 

was explored. 

As expected, there are important differences in the nature of the skills 

that entrepreneurs take from their previous employments. Although most 

entrepreneurs do benefit from their previous employment, the nature of the 

benefits differs. There appears to be three important fields in which the 

entrepreneurs can have benefited: operations, organizational issues, and in 

relations with the business environment. As result of previous positions, 

entrepreneurs have learned particularities of the production process and the 

rules of operation. This knowledge is pivotal for starting new firms. Having good 

organizational knowledge is also a huge benefit for entrepreneurs. The 

administrative burden of running a new business is one of the major problems 

faced by entrepreneurs. Finally, a good assessment of the market and the 

available networks is also one of the most important learning elements for 

entrepreneurs. A sound knowledge of the market and the relevant players can 

lead to the recognition of good business opportunities. 

With regard to the backgrounds of entrepreneurs and their skills 

endowment, several interesting conclusions can be drawn. Industry experience 

is usually seen as a distinguishing element in the definition of spin-offs. From 

the analyses in this chapter, it can be concluded that industry experience does 
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indeed foster the use of relevant skills in the founding. In that sense, spin-off 

definitions based on the industry experience of the entrepreneurs do cover the 

theoretical assumption of skills transfer. Industry experience renders certain 

benefits. It should, however, be stressed that there is an overrepresentation of 

operations-related knowledge when adopting this approach. Skills related to the 

business environment, markets, networks, and administrative functions seem 

somewhat unrelated to industry experience. Further, a fair share of 

entrepreneurs without relevant industry experience do in fact have industry-

specific knowledge and skills. In order to overcome this flaw in the industry-

background definition of spin-offs, a focus on the previous positions of 

entrepreneurs could be fruitful. Previous positions seem to be more closely 

related to the actual skills used by entrepreneurs. The interviews provide some 

evidence for this: most entrepreneurs appear to have more or less the same 

daily routines as when they were employees. They may have changed the 

industry in which they work, but their working routine remains more or less 

unchanged. 

Apart from providing an educational platform for entrepreneurs, parent 

firms play a role in the decision to become self-employed. They create the 

preconditions for entrepreneurship. Due to organizational dynamics, 

entrepreneurs can drift towards the fringes of an organization. This creates an 

undesirable situation for both the entrepreneur and the firm. Becoming an 

entrepreneurship and being compensated for this in the form of support by the 

parent company can be a good way out of this situation. While employees may 

have had a lingering idea of self-employment, the impact of a suitable 

opportunity should not be neglected. The dynamics in a firm can push an 

employee towards entrepreneurship. In such cases, entrepreneurship is based 

on push factors away from the parent firm. However, in some cases, the motives 

for entrepreneurship are more positive. Parent firms may create opportunities 

which it does not wish to pursue. This may pull employees towards 

entrepreneurship. A disbanded production process may be the starting point for 

a new independent firm. Here, entrepreneurship is based on pull factors created 

by the parent firm. In a similar way, parent companies offer a platform for 

future entrepreneurs to meet business partners and to develop business ideas. 

This may also trigger employees to start a new firm together. Recognising the 

impact of opportunity creation adds to the view regarding entrepreneurship as a 

process. Becoming an entrepreneur is not a sudden transformation; it is rooted 

in changes in the environment, in this case in the parent firm. 
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 Not just the decision to become entrepreneur should be studied from a 

process view, the characteristics of both the firm and the entrepreneur also have 

historic elements and can partly be understood by looking at the backgrounds of 

the entrepreneurs. In the case of support, there seems to be a relationship with 

the situation from which the new firm originated. If the entrepreneur started 

from the fringes of the organization (in other words, on the basis of an 

opportunity created by the parent company) there seems to be a greater chance 

of support. This observation deserves further research because it could clarify 

why firms support the founding of new firms that could turn into competitors 

(the so-called vicious spin-offs). 

 This chapter showed that spin-off firms and spin-out firms differ from 

other foundings with regard to skills endowment. In that sense, the assumption 

of many studies that spin-offs differ fundamentally from other founding types is 

confirmed, not only in terms of backgrounds, but also in terms of skills and 

resource availability. In the following chapters, the link to performance is made. 

Given their different constitutions, spin-offs and spin-outs are expected to 

perform better than other foundings. Is there empirical evidence to support this 

statement? The following two chapters look into this question and relate the 

skills endowment of firms to their ability to successfully complete the founding 

process (Chapter 4) and to innovation (Chapter 5). 






