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Chapter 1. Spin-off founding processes 

1.1  Introduction 

“Fitter, happier, more productive”. This is the first line of a Radiohead song 

which describes the perfect, modern person. The song continues: “Comfortable, 

not drinking too much, regular exercise at the gym”. And, after a list of 

commendable characteristics, “now self-employed” is added to the list. 

Apparently, Radiohead regard being self-employed as a typical characteristic of 

the perfect person. Although the song eventually reveals a critical downside to 

being a perfect person1, the positive connotation attached to self-employment is 

widely accepted. The philosopher Alain Ehrenberg even describes entrepreneurs 

as modern heroes. Entrepreneurs have no roots or past, they are not led by 

anyone and only answer to themselves (Ehrenberg, 1991)2. Clearly, it is hard to 

substantiate these claims, but they seem to coincide with common views of 

entrepreneurship. Besides, studies do show that gaining independence is one of 

the main reasons for choosing self-employment (see for example Bruins, 2002). 

Entrepreneurship inevitably involves a certain degree of economic pioneering 

(see also Schumpeter, 1912). However, it is too simplistic to think of 

entrepreneurs as lone wolves who act more or less in isolation of other actors in 

the founding process of their new firms. In fact, foundings are often the result 

of cooperation between several actors. Group foundings are of course a prime 
                                                 
1 The perfect person ends up as “a pig, in a cage, on antibiotics” 
2 Adapted from Braaksma (2006, p.9) 
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example: entrepreneurs team up and start a new firm together. Other forms of 

cooperation also exist. Sometimes new firms are the result of cooperation 

between existing firms and entrepreneurs. These new firms are generally 

referred to as spin-off firms. Spin-off firms defy the idea of entrepreneurs as 

solitary actors who challenge the existing status quo. Rather, spin-off 

entrepreneurs build their firms on existing structures and knowledge. Previous 

research has shown that this specific route to founding a firm can be very 

successful (Garvin, 1983; Klepper, 2001b; Tübke, 2004): previous experiences 

and relations provide a head-start for the spin-off entrepreneur. 

The above-average performance of spin-off firms has sparked a line of 

research that focuses on spin-off founding processes. Although much progress 

has been made, spin-off research is by no means complete. In particular, the 

role of parent companies in spin-off founding processes remains largely ignored. 

This study tries to contribute to the field of spin-off research by explicitly 

addressing the nature of the relationship between a parent company and the 

founding of a spin-off company. Taking this relationship as the starting point, 

spin-off founding processes are described. Further, the effects of the inherent 

relationship between parent firm and spin-off on performance are assessed. 

  
1.2  Why spin-off research? 

There are several reasons for studying spin-off processes. First, there is a 

nagging theoretical problem in the field of entrepreneurship which seeks a 

better understanding of spin-off founding processes. The theoretical framework 

underpinning entrepreneurship studies has developed along two quite distinct 

lines of thought, the first focussing on the individuals involved in founding 

processes, and the second taking an organizational perspective. Spin-off firms, 

by definition, combine organizational and individual elements and, therefore, 

spin-off research is located on the edges of both theoretical views. Spin-offs are 

interesting test cases with which to asses the relation between theoretical ideas 

based on the individual and ideas about the actions of organizations. The next 

section introduces methodological problems that arise from the sharp divide 

between the two schools of thought. Apart from this theoretical issue, spin-offs 

have several important functions in the economy that make them worth 

investigating. First, spin-offs play a role in the creation of industrial clusters and 

the spatial distribution of knowledge (Klepper, 2001b; Malmberg and Maskell, 

2002). Second, previous research has shown that spin-off firms are generally 

more successful than other forms of entrepreneurship (Bernardt et al., 2002). 
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The forthcoming sections address the motives for studying spin-off founding 

processes in more detail. 

 
1.2.1 Theoretical issue: founding rates 

Although the field of entrepreneurship has developed rapidly over recent 

decades, important issues remain unresolved. For example, a solid and agreed 

on theoretical framework for entrepreneurship is yet to be established (Shane 

and Venkataraman, 2000). Another lingering issue is the unit of analysis. There 

are two distinct currents in entrepreneurship research with different units of 

analysis: a large stream of research takes the individual as the starting point, 

while another stream focuses on organizational units. There is a rather clean 

divide between the two currents. Both views aim to understand the foundation 

of new firms, but adopt different ideas and methods. Even the concepts and 

words differ, sometimes leading to Babylonian misunderstandings. Note for 

example how, in the previous lines the words ‘new firm formation’ (a term 

mostly used in the realms of research based on the organizational view), 

‘entrepreneurship’, and ‘self-employment’ (words commonly seen in the 

individual approach) were used to denote the foundation of new firms by 

entrepreneurs. This sharp divide leads to empirical difficulties, particularly in the 

calculation of founding rates. 

Founding rates lie at the heart of research on regional differences in new 

firm formation and entrepreneurship. The founding rate is an important measure 

to see where, and in which sectors, new firms are generated. Founding rates 

can be compared to birth rates, as used in human demography. In demography, 

rates describe the number of occurrences of a certain event in relation to the 

number of units exposed to undergoing the event. In the case of birth rates, the 

number of new born babies is related to the number of people who are at risk of 

having a baby, that is the group of fertile women. For the foundation of firms, a 

so-called exposure population is not so easily established. Which actors start 

new firms? There is an organizational answer and an individual answer to this 

question. The ‘organizational’ or ‘ecological’ approach (Audretsch and Fritsch, 

1994) considers the existing pool of organizations to be at risk of establishing 

new firms. Ecological founding rates are calculated by dividing the number of 

new firms by the stock of existing firms. In doing so, it is implicitly assumed that 

all foundings are the result of actions by existing firms. Indeed, existing firms do 

start new firms. Sometimes firms have compelling incentives to establish new 

firms: entry to new markets, employment schemes, rejection of non-profitable 



4 

divisions, or rejection of divisions as part of a back-to-core business decision 

(Rosa and Scott, 1999). However, not all new firms are the result of such 

strategic considerations at the firm level. Individual actions are also important. 

The ‘individual’ or ‘labour-market’ approach emphasizes individual initiatives. 

The exposure population then consists of the total labour supply. Founding rates 

are calculated by dividing the number of new firms by the total labour supply. In 

the labour market approach, all firms are assumed to be the result of individual 

actions. The influence of existing firms is ignored. 

Researchers usually choose one of the two approaches as a framework 

for their studies. Audretsch and Fritsch (1994) showed that this choice can 

influence the results. They correlated unemployment figures and founding rates 

using both the ecological and the labour market approaches. Unemployment 

figures correlated negatively with labour-market-based founding rates, whereas 

unemployment had a positive relationship with ecological founding rates. The 

only difference between the calculations is the denominator used. The distinct 

outcomes must therefore be explained by the relationship between the stock of 

firms and the people in the labour market. Regional differences in the 

relationship between the alternative denominators lead to distinct regional 

patterns in the founding rates. Figure 1.1 illustrates this point for the 

Netherlands. The map shows marked regional differences in the number of 

inhabitants per firm. Regions in the north of the Netherlands have many 

inhabitants per firm. As a result, the ecological approach renders relatively high 

founding rates in this area. Publicists interested in portraying the north as a 

dynamic and vibrant region should use ecological founding rates. The area 

surrounding Amsterdam will appear to have relatively high founding rates if the 

labour market approach is used. 

These examples show the problems related to the use of founding rates 

in modelling regional differences in new firm formation. Theoretically, the 

solution to the problem is straightforward. In order to construct sound founding 

rates, the events and the exposure population somehow need to be matched 

more precisely. In other words, foundings based on organizational initiatives 

should be related to the pool of existing firms, because they are behind the new 

firms. Foundings resulting from individual efforts should have the labour market 

population as their exposure population. The problem then is to determine which 

firms are the result of individual efforts, and which of organizational actions. 

This calls for research in which the impacts of both personal inputs and 

organizational inputs are assessed. Spin-offs, being based on both individual and 
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organizational elements, form a logical starting point. Spin-off research should 

help reveal the relationships between individual efforts and the efforts of 

existing firms. By determining this relationship, the theoretical gap between 

entrepreneurship studies and organizational studies can be narrowed. 

 

 
1.2.2 Knowledge spillovers and clusters 

The question why certain regions are economically more successful than others 

is at the core of research in economic geography. Although many answers have 

been formulated, one important element emerges in practically all of them: the 

spatial concentration of activities. Economic activities tend to cluster together 

(see, for example, Christaller, 1933). Apparently, a concentration of activities is 

beneficial. The concentration of economic activities has two important benefits 

for the actors. The first benefit is based on agglomeration or urbanisation 

economies (Malmberg and Maskell, 2002); the overhead costs of production, 

such as infrastructure, transport, and the availability of service industries, are 

spread over many actors, making the average costs lower. Apart from these 

general benefits, there are also concentration benefits at the industry level, 

0                   50 km

1 -2 standard deviations from average

2 -3 standard deviations from average

above average

below average

Figure 1.1: Regions with extreme inhabitants per firm ratios 
+ indicates regions with relatively many inhabitants per firm 
- indicates regions with relatively few inhabitants per firm 
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caused by so-called localisation economies (Malmberg and Maskell, 2002). 

Localisation economies are industry specific, and they involve the availability of 

skilled labour and regionalised knowledge about production processes. As a 

result, certain regions are more attractive to firms in specific industries. Prime 

examples of industrial clusters are those found in Silicon Valley for ICT firms 

(see, for example, Saxenian, 1994) and in Detroit for the automobile industry 

(Klepper, 2001b). The notion of regionalised knowledge has sparked a very 

popular research line (see, for example, Saxenian, 1994; Porter, 1990; Scott, 

1988). In the theoretical framework of this line of thinking, clustered firms 

experience knowledge spillover: part of the firms’ knowledge is shared with the 

environment, and can be used to the benefit of other firms present. In its most 

extreme case, the knowledge is available for the taking: it is in the air. 

Knowledge spillovers lead to a favourable regional milieu for firms that can 

benefit from the available knowledge, notably firms in the same industry. 

Although thinking on knowledge spillovers has evolved into a very productive 

and popular line of research, it is also criticised. First, it remains unclear which 

mechanisms foster the transfer of knowledge (Acs and Armington, 2004). 

Clearly, knowledge is not really in the air, waiting to be used. There has to be 

transfer mechanisms that allow the knowledge to flow from one firm to another. 

Porter (1990) assumes informal networks to be the transmitters of knowledge, 

whereas Forni and Paba (2002) stress the importance of input-output relations. 

Similarly, the mobility of employees is also seen as a spreading mechanism. 

Employees can take their knowledge to other firms (Appold, 2001), or start their 

own business based on experience and specific knowledge gained (Appold, 

2001; Acs and Armington, 2003; Franco and Filson, 2002). Although some ideas 

about knowledge transfer have been developed, the current state of affairs is far 

from a comprehensive description of the transfer mechanisms. The second point 

of criticism involves the reasons for firms allowing their knowledge to freely spill 

into the surrounding environment. Firm-specific knowledge creates a competitive 

advantage over other firms. In order to retain a competitive advantage, firms 

will protect their knowledge rather than share it with the environment (Gordon 

and McCann, 2003). Thirdly, the concept of knowledge spillover has no bearing 

on the evolution of clusters. It provides an argument for being part of a cluster, 

but it does not explain how the cluster emerged and developed. 

 Spin-off formation can provide an answer to all three criticisms. First of 

all, new firm formation through spin-off creation is a possible mode of 

knowledge transfer. It is a special case of job mobility which involves knowledge 
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transfer from firm to firm (Madsen et al., 2002). Employees leaving one firm can 

deploy their knowledge in another. In the case of spin-off formation, ex-

employees use their knowledge and skills in the foundation of new firms. Job 

mobility, including spin-off creation, also explains how parent firms spill part of 

their knowledge into the environment despite the intention to retain their 

knowledge to protect their competitive advantage. Employees will inevitably 

change jobs or become self-employed, even against the wishes of the parent 

firm. Through job mobility, therefore, knowledge spreads to other firms in the 

region. Klepper (2001b; 2002; Klepper and Thompson, 2005) illustrated the role 

of spin-offs in the evolution of clusters. In spin-off processes, entrepreneurs 

build on the knowledge of their previous employers. The new firms will therefore 

be in the same industry. If a parent firm spawns new firms (spin-offs), an 

exponential process can commence. The spin-off firms can produce other spin-

offs, which create yet new spin-offs and so on. Spin-off entrepreneurs are likely 

to live close to the parent company, and start their new firms in the same 

region. Eventually, a regional cluster of firms active in the same industry 

emerges. 

Although spin-off creation processes principally happen at the firm level, 

there is an intrinsic link to the regional level. Spin-off research has a regional 

dimension in the sense that it ties in with discussions on knowledge spillovers 

and cluster formation. Describing the driving forces behind spin-off creation, and 

the transfer of knowledge involved, can help advance the theory of regional 

development. 

 
1.2.3 Successful entrepreneurship 

As noted earlier, entrepreneurship is surrounded with an aura of progress. Both 

researchers and politicians stress the importance of entrepreneurship for 

economic development. And, indeed, entrepreneurship does play an important 

role in the rejuvenation of economies. Jobs are created and entrepreneurship 

leads to enhanced levels of innovative output (Michelacci, 2003). Although 

entrepreneurship overall contributes to economic development, all individual 

cases of entrepreneurship are not necessarily success stories. Many 

entrepreneurial efforts survive for only a short period of time (Schutjens and 

Wever, 2000). On a personal level, this can involve financial loss and 

disappointment for the founders (Storey, 1982). In a regional context, valuable 

resources were used in the founding efforts that were thus unable to contribute 

to the wider economy. From a policy point of view, it can be very useful to 
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assess new firms’ survival chances right at the beginning of operation. Especially 

if policy is to be tailored towards improving the quality of entrepreneurship, 

rather than the quantity, it needs a pre-founding assessment of the success 

chances of entrepreneurial efforts. On the basis of this information, decisions 

can be made regarding the allocation of scarce resources. 

 Spin-offs appear to be a rather successful form of founding (Bernardt et 

al., 2002; Braaksma & De Jong, 2005). Spin-offs have greater survival chances 

and employ more people than other types of new firm (Tübke, 2004). The 

argument explaining the elevated levels of performance is simple: because of 

their links to existing firms, spin-off firms, compared to other firms, have better 

access to valuable production resources. The larger pool of resources gives spin-

off firms a head-start over other firms. Although this mechanism appears rather 

straightforward, the nature of the skills provided to the spin-off firms is still 

largely uncertain. Empirically, there has been little attention given to the actual 

skills and knowledge types used by spin-off firms. This is not only a scientific 

gap, it also makes it difficult to develop policy aimed at influencing or 

stimulating those people who have good prospects of starting a successful new 

firm (Autio, 2005). 

 
1.3 Research themes 

Recently, spin-off formation has been increasingly acknowledged as an 

important type of entrepreneurship. In existing studies, spin-offs are normally 

conceptualised in a very practical manner. Spin-offs are, for example, defined as 

firms started by entrepreneurs with same-industry experience (Garvin, 1983) or 

split-offs of larger companies (Tübke, 2004). This practical conceptualisation of 

spin-offs can probably be understood as a result of a lack of data suited to study 

spin-off processes. Focussing on the backgrounds of the actors involved allows 

researchers to make use of the scarce data available. However, the role of 

available statistics in the conceptualisation of spin-offs has resulted in a number 

of distinct spin-off definitions, making comparisons between studies difficult. 

Further, the theoretical underpinning of the spin-off concept has remained 

largely undeveloped. There seems to be a consensus that spin-offs are firms 

based on the skills and resources of existing firms (Parhankangas and Arenius, 

2003; Bernardt et al., 2002). Experienced employees, for example, carry specific 

knowledge and skills which are based on experiences gained in the industry. 

These experiences can be used in new firm formation processes. However, our 

knowledge does not extend far beyond this general statement. Although much is 
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known about the actions and performance of spin-off firms, the nature of the 

actual transfer of skills and resources is still unclear. Little is known about the 

nature of the skills transferred or the processes surrounding the transfer. This 

study tries to contribute to spin-off research by explicitly addressing the nature 

of skill transfer from parent company to spin-off. Not only are the skill types 

seen as important, also the mechanisms governing the transfer processes are 

addressed. 

 

Question 1a. Which types of skills and resources resulting from previous employment 
do entrepreneurs deploy in the founding of new firms? 

 

Note that the question is phrased from the viewpoint of the 

entrepreneur. In doing so, the answer will add to the understanding of 

entrepreneurial efforts. However, implicitly, it also addresses the influence of 

existing firms on the founding processes of new ones. By transferring resources, 

through the experiences of would be entrepreneurs, parent firms influence the 

founding of new firms. Carroll and Hannan (1999, p.48) observe in this respect 

that: ”In general, the clarity of corporate parenthood is variable and 
ambiguous.” In other words, it is difficult to identify the roles that existing firms 

play in the founding of new ones. It is even somewhat unclear why firms would 

even consider helping new firms to come about in the first place. If support is 

given, it involves the loss of valuable resources and the introduction of a new 

player in the market, and quite possibly a competitor. By addressing the actual 

transfer of skills and resources, the ways in which parent firms influence the 

founding of new firms can be clarified. Further, it may help explain the motives 

of firms in helping employees to start new firms. By addressing resource 

transfer, parent firms are not merely regarded as part of an entrepreneur’s 

background; they are the sources of valuable skills and resources. The influence 

of existing firms on the founding of new ones materialises in the resource 

transfer from existing firm to founding. Whereas Question 1a addressed the 

entrepreneurial view on the resource transfer process, Question 1b regards the 

process from the parent’s point of view. The questions are therefore 

complementary. 

 

Question 1b. To what extent and in which ways do existing firms influence the 
gestation processes of new firms? 
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Question 1b ties in with the discussion on relating new foundings to the 

appropriate exposure population. Spin-off firms are, by definition, influenced by 

existing companies. Therefore, the founding rate of spin-offs can logically be 

related to the number of existing firms (i.e. the ecological approach). However, 

the ties between parent firm and spin-off will vary. Individual efforts will remain 

important in the founding of many spin-offs. In order to match foundings to the 

appropriate exposure population, a founding needs to be labelled as either firm-

based or individual-based. To make such a decision, a threshold value for firm 

influence is necessary. The threshold value acts as a dividing line between the 

two groups of foundings. Obviously, the severity of the threshold value will 

determine the share of new firms that are identified as spin-offs. An aim of this 

study is to find a way in which spin-off formation can be placed in the overall 

framework of firm demography. Not only would this mitigate the theoretical 

problem surrounding the calculation of founding rates, it would also open the 

way for meaningful regional comparison of spin-off rates. 

 

Question 2. How can spin-offs, that is new firms influenced by existing firms, be best 
included in the framework of firm demography, most notably in establishing founding 
rates? 

 
Research questions 1 and 2 address the mechanisms behind the spin-off 

process. Understanding the nature of the skills transferred to foundings, and the 

circumstances surrounding the transfer, adds depth to the conceptual 

description of spin-offs firms. There is still room for such a conceptual discussion 

as a complete picture of what spin-off formation involves has yet to be provided. 

The focus on skills transfer also relates to more practical and policy-relevant 

elements of spin-off formation, such as performance. 

Most existing spin-off research focuses on performance. Because of 

favourable backgrounds, spin-off firms tend to outperform other new firms. The 

utilisation of skills resulting from previous experience is assumed, but is not 

addressed explicitly. By placing skills transfer in the centre of analysis, the 

reasons for performance differences among new firms can be elaborated upon. 

The question of explaining performance differences is not new, but the direct 

empirical translation of the theoretical explanation is.  

 

Question 3. How do the skills and resources resulting from previous employment 
influence the performance of new firms? 
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 Understanding the mechanisms that govern performance of new firms is 

relevant in itself. Particularly in the light of the increasing policy attention to 

successful entrepreneurship, additional information about performance is called 

for. Further, in addressing the founding mechanisms and performance 

differences between firms, a substantive argument for disentangling founding 

rates is provided. If spin-offs (or firm-influenced foundings) differ from other 

foundings, the spin-off founding rate involves different information than 

founding rates describing individual efforts. Disentangling founding rates may 

therefore not just be a methodological exercise, it could also lead to a better 

description of the nature of regional new firm formation patterns. 

 
1.4 Guide to the study 

The research is presented in seven chapters. Chapters 2 and 3 focus on the 

transfer of resources from existing firms to new firms. In these chapters, 

Research questions 1a and 1b are addressed. In Chapter 2, the theoretical 

foundation of the research is described, focussing on the ways in which 

resources and skills can flow from parent companies to spin-offs. The theory is 

based on ideas taken from organizational theory, entrepreneurship research, 

and previous research on spin-offs. Chapter 3 provides an empirical translation 

of the theoretical framework introduced in Chapter 2. It discusses the types of 

resources that are transferred from parent company to its offspring. In addition, 

the mechanisms behind the transfer are examined. It describes the 

circumstances under which resource transfer is likely. The analysis in this 

chapter is based on original data gathered by means of interviews and a postal 

questionnaire. This was necessary because existing datasets did not cover the 

information needed to describe founding processes and resource transfer 

between firms. 

 Chapters 4 and 5 take the argument one step further and empirically 

assess the performance of spin-off firms compared to other foundings. Spin-off 

firms are to an extent based on the resources transferred from a parent 

company. As a result, they should have a head-start over other foundings. 

Performance is a multi facetted concept and can be operationalised in many 

ways, ranging from survival propensities, to employment growth, turnover 

development, profit, or innovative output. This study uses two distinct aspects 

of performance. Chapter 4 focuses on factors that influence the successful 

completion of the founding process, whereas Chapter 5 focuses on the 

innovative performance of foundings. Both chapters use quantitative methods to 
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assess performance differences between founding types. The analyses are based 

on secondary data sources which allow the identification of spin-off firms using 

the existence of resource transfer as the defining feature. 

 Chapter 6 addresses Research Question 2 concerning the relationship 

between the adopted approach, with a focus on the transfer of resources and 

skills, and the firm demographic framework. This chapter shows how different 

definitions of spin-offs lead to different empirical results. Further, the spatial 

distribution of Dutch spin-off firms and other foundings is described and 

explained, using a large register-based dataset of foundings. Finally, Chapter 7 

summarizes the study. General conclusions are drawn from the individual 

analyses carried out in the earlier chapters. 
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Chapter 2. Individuals and firms 

2.1 Introduction 

Starting a new firm entails two important transformations. First, a member of 

the labour market, either employed or unemployed, becomes self-employed and 

effectively becomes an entrepreneur. Second, a new organization is created: a 

new company becomes active in the economy and begins to influence the 

economic dynamics of a region. Both transformations are central to research on 

new firm formation. At the same time, they also reflect the deep rift which 

separates the two major approaches within this field. First, there is a body of 

literature concerning transformations in the labour market, the transformation of 

turning into an entrepreneur being the most relevant aspect in the current 

context. Individuals and their career paths within the labour market are the 

main units of analysis within this field. Second, there is an equally large field 

that takes the firm, or the organization, as its starting point. In this field, the 

main goal is to determine the driving forces behind successful businesses and 

new firm formation. As a consequence of this rather rigid division, the relevant 

bodies of theory concerning new firm formation and entrepreneurship have 

developed partly at the individual level and partly at the organizational level. 

The two approaches meet in the founding processes of new firms. Labour 

market studies usually focus on the decision to become an entrepreneur, 

whereas organizational studies focus on existing companies. Although a 

founding can largely be a personal endeavour, there is always some influence 
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from existing firms, such as banks, suppliers and potential customers. Dealing 

with these forces appeals to the organizational view of firm foundation. The 

founding process is then no longer purely at the individual level. Similarly, 

especially in the early years of a firm, many of its actions can be explained by 

focussing on the entrepreneur, rather than on the organizational features. The 

firm is usually small and the influence of the founder is large (Stam, 2003). 

Especially in this transition period, which runs from the beginning of the 

founding period up to the later stabilisation of the firm afterwards, the 

organizational and individual approaches can be seen as complementary. The 

gestation period of a firm cannot be fully understood by adopting just one of the 

two perspectives. Although all foundings are to some extent a blend of 

organizational and entrepreneurial processes, this is especially true with spin-

offs. A spin-off firm is, by definition, significantly influenced by an existing 

organization (for more discussion on this see Section 2.5). However, in many 

cases, individual influence is still significant. In order to understand the founding 

process of a spin-off, I would argue that acknowledging and describing the 

interplay between organizational and individual features is crucial. 

This chapter summarizes ideas and theories from both the individual 

perspective and the organizational perspective on entrepreneurship. Following 

this, the ideas are confronted and linked to the founding process of spin-offs. 

This leads to the formulation of a spin-off definition and a theoretical framework 

which serves as a basis for the remainder of this study. 
 

2.2 Labour market approach: entrepreneurship 

The term ‘entrepreneur’ was first introduced by Richard Chantillon in 1755 (Van 

Praag, 1999). In his view, entrepreneurs were the bridge between supply and 

demand. In this capacity, entrepreneurs push the economy towards a state of 

equilibrium. Over 250 years, the view has changed dramatically. Rather than 

stabilisers of an economy, entrepreneurs are now seen as contenders to the 

current state of affairs. Entrepreneurs try to overthrow established production 

techniques, prices and producers. Entrepreneurs are seen as the first movers in 

an economy and come up with new ideas. In other words, entrepreneurs are 

innovators (Schumpeter, 1912). This makes them important actors in an 

economy, and as a result, entrepreneurs have received a large share of 

attention of policymakers and management scientists alike. The consequential 

surge in research and policy measures has, however, not led to an uncontested 

research framework. Verheul et al. (2001, p.3) go so far as to: “There is very 
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little that generates consensus in the field of entrepreneurship.” Although not 

very satisfying, the statement seems accurate. Many issues in entrepreneurship 

research are debated and surrounded with a degree of fuzziness, starting with 

the term entrepreneurship itself. The ambiguity in the definition is by some even 

regarded as the largest obstacle to creating a coherent conceptual framework 

for the entrepreneurship field (Shane and Venkataraman, 2000). There are two 

commonly used definitions of entrepreneurship, the start-up definition and the 

innovation definition. According to the former, someone becomes an 

entrepreneur when he or she starts a new business. In the latter definition, an 

entrepreneur is associated with newness, progress, innovation, and the 

introduction of new products. Schumpeter’s views on entrepreneurship resonate 

with this interpretation. In the innovation definition, entrepreneurship does not 

necessarily require the founding of a new firm. In this study, however, the focus 

is on founding efforts rather than on innovation. In line with this, firm 

demographic, view entrepreneurship will be seen as the founding of a new firm 

by an individual or group of individuals (Appendix 2.1). In other words, the 

start-up definition is adopted. 

In a similar fashion, some authors distinguish between self-employment 

and entrepreneurship (using the start-up definition, see for example Verheul et 

al., 2001). The distinction is based on a valuation of the founding efforts. Self-

employment describes the founding of small ‘non-entrepreneurial’ firms 

(Gartner, 1985), which only sustain the owner and his or her family. 

Entrepreneurship is used to indicate the founding of larger firms with 

employees. These firms have a greater impact on the economy and are also 

assumed to be more innovative. In this study, the most important element is the 

founding of a firm, regardless of its size or innovative performance. Therefore, 

the terms entrepreneurship and self-employment are seen as interchangeable. 

Both terms are used to describe the founding of a new firm by one or more 

individuals. 

 
2.2.1 A framework for entrepreneurship 

Many years of research on entrepreneurship have led to a general understanding 

of the most important influencing variables. Despite this, it has not yet resulted 

in a generally accepted theoretical framework. There have been efforts to 

formalise a theory, but they have generated little follow-up. I will discuss two 

notable efforts, the first by Shane and Venkataraman (2000) and the second by 

Verheul et al. (2001). 
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 Shane and Venkataraman take the innovation definition of 

entrepreneurship as their starting point. Entrepreneurship thus does not 

automatically involve new firm creation. However, new firm creation is an 

integral part of their theory. Their ideas also apply to the context of my 

approach in which entrepreneurship equals new firm formation. The basis of the 

theory lies in the recognition of opportunities. Entrepreneurship research is 

“…the scholarly examination of how, by whom, and with what effects 
opportunities to create future goods and services are discovered, evaluated, and 
exploited” (Shane and Venkataraman, 2000, p.218). This view of entrepreneurship 

involves two major elements. First, the individual is the main actor in the whole 

process. Second, there is a pool of opportunities which have to be recognized 

and exploited by the entrepreneur. The ability to become an entrepreneur is not 

sufficient, there also has to be a suitable business opportunity. 

 Verheul’s theory is based on a distinction between demand factors and 

supply factors. Both sets of factors influence the occurrence of foundings. The 

basis lies in the start-up definition of entrepreneurship. This eclectic theory was 

not designed to model individual decisions on self-employment. Rather, it 

focuses on regional differences in start-up activities. Nevertheless, it provides a 

very useful framework for describing entrepreneurship on the individual level. 

Regional differences are the sum of all the individual decisions to start a firm 

and, therefore, the theory takes the individual as the starting point. The supply 

of entrepreneurship in a region is based on the skills and preferences of the 

individuals present. However, as in Shane’s opportunity view, external variables 

also play important roles. These are captured in the demand side, which consists 

of the regional entrepreneurship opportunities. Opportunities are used here in a 

wider context than in Shane’s theory. They are not just the possible product 

options for entrepreneurs. The availability of capital, the institutional 

environment and the cultural acceptance of entrepreneurship are all part of the 

regional entrepreneurship opportunities. The term encompasses the whole 

contextual environment of the individual. The entrepreneurial decision is seen as 

the result of the interplay between micro- and macro-variables. 

 Much of the empirical work on entrepreneurship can also be understood 

in the framework of individual ability and regional or environmental influence on 

entrepreneurship. Unfortunately, there are only a few examples of empirical 

studies that combine both aspects of entrepreneurship. The following sections 

briefly present a selection of the previous empirical work. 

 



17 

2.2.2 Born entrepreneurs 

“What makes an entrepreneur?” Blanchflower and Oswald (1998) use this 

question as the title of an article, and it summarizes the goal of an important 

part of the research on the personal characteristics of entrepreneurs. In the 

framework of the supply-demand dichotomy, the characteristics of 

entrepreneurs shed light on the supply side of entrepreneurship. The question 

alludes to the persistent idea that entrepreneurs differ from non-entrepreneurs 

in important ways (Gartner, 1985). As a consequence, there has been a 

continuing quest to uncover the essence of an entrepreneur. So-called trait 

studies have searched for personality qualities that describe entrepreneurs. And 

they have found many: entrepreneurs have been described as risk-takers 

(Knight, 1971), people with a preference for autonomy (Sexton and Bowman, 

1985), and even as people with a high hostility-towards-children score 

(Blanchflower and Oswald, 1998). Gartner (1985), Chell (1986), Sexton and 

Bowman (1985), and Beugelsdijk and Noorderhaven (2005) offer additional 

overviews. Not only psychological characteristics have been used to describe the 

differences between entrepreneurs and non-entrepreneurs. All sorts of variables 

have been, apparently haphazardly, related to entrepreneurship, resulting in an 

even longer list of personal characteristics. The characteristics range from 

commonly used variables such as gender to exotic variables such as having a 

handicap or not (Liñán Alcalde et al., 2002). Although some of these variables 

do turn out to be correlated with self-employment, a theoretical basis for 

including them in the equation is not always obvious. Nevertheless, there are 

some powerful theoretical ideas which frequently appear in trait studies. 

Probably the most prominent theoretical concept in this respect is learning, and 

many explanatory variables are related to this concept. 

The skills (see Appendix 2.1 for the definition) needed for starting a 

business are not necessarily imprinted in the genes of an entrepreneur. They 

can be gained during one’s life path. During their life-courses, individuals gather 

experiences which prepare them for self-employment: general education, spells 

of employment, role models, and friends are example sources of such 

experiences. The theoretical idea is quite simple: the better the experiences you 

have, the better you are equipped to start a new firm. This line of thought has 

proven quite productive and there are supportive empirical results: age, working 

experience, education, and having a role model all influence the propensity to 

become an entrepreneur (Hyytinen and Ilmakunnas, 2004). A special case of 

education for self-employment is previous self-employment. A history of self-
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employment increases the chances that an individual will, once again, start a 

new business. Habitual entrepreneurs constantly increase “… their skills at 
anticipating or overcoming the obstacles that usually plague the fledgling 
businesses of … novice entrepreneurs that do not have the benefits of such an 
experience.” (MacMillan, 1986, p.243). As a result habitual entrepreneurs have 

shown higher success rates than novice entrepreneurs (Colombo and Grilli, 

2003). 

 
2.2.3 Entrepreneurship in context 

The decision to become self-employed is not made in isolation. Entrepreneurs 

are influenced by all kinds of external factors, such as the economic tide, the 

cultural acceptance of entrepreneurship, banks and other creditors, suppliers, 

family, regulations, and location opportunities. These factors are superimposed 

on entrepreneurs and influence their founding efforts. The external factors can 

be seen as the demand side of entrepreneurship. 

 In the explanations for regional differences in founding rates, 

environmental influences on entrepreneurship are prominent. Empirical models 

are not designed to capture the individual decision of starting a new business; 

rather they describe the accumulated effects at the regional level. Individual 

decision-making is no longer the focus and, as a consequence, individual 

entrepreneurial ability becomes less important. Pools of equally capable 

entrepreneurs are assumed, and regional differences are explained using 

contextual differences which vary over space and time (Sutaria and Hicks, 

2004). Sometimes, average entrepreneurial ability is taken into account by 

including an educational attainment variable, but environmental variables 

regarding regulation, the economy, and population density are much more 

common. Although this type of research has found many measurable factors 

that appear to influence the founding rates in regions, the region itself remains 

an important indicator. Some regions apparently have a favourable regional 
milieu or entrepreneurial climate that makes them stand out from the crowd 

(Wagner and Sternberg, 2002).  

 
2.2.4 Towards resources and skills 

Both the contextual approach and the ability approach have broken new ground 

in understanding entrepreneurship. It has become clear that entrepreneurial 

behaviour can, at least partly, be understood as a consequence of the history of 

the people involved. People pick up skills during their life-courses, and these 
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skills can be used to set up new firms. Nevertheless, the field has not yet 

reached its final destination: there are still problems to be resolved. For 

example, the dichotomy of self-employment versus employed is often explained 

using the same variables that are used to explain employment versus 

unemployment (Burke et al., 2005). The concept of learning, for example, is 

also related to the likelihood of paid employment. Further, there is still little 

insight into how persistent entrepreneurs differ from one-off entrepreneurs 

(ibid, Westhead and Wright, 1998). Finally, entrepreneurship studies have been 

pre-occupied with the question who becomes an entrepreneur, and less 

concerned with the question as to how entrepreneurs and their firms perform. 

 One possible explanation for the lack of interest in these questions lies in 

the focus on the backgrounds of the people involved. However, an entrepreneur 

does not start a new firm simply because he has previously worked in the same 

industry. A firm is started because the entrepreneur feels like he has the proper 

knowledge, ideas, and skills to start this firm. It is not so much appearances 

that make an entrepreneur, it is rather the package of skills that entrepreneurs 

possess. Having previous working experience has a positive effect on 

entrepreneurship, but this does not mean that all entrepreneurs have gained 

similar skills in their previous functions; some may have learned how to run a 

business, some may have learned how to operate machines, others may have 

identified possible market niches. The skills of entrepreneurs with comparable 

backgrounds may vary considerably. It is telling in this respect that 

entrepreneurship manuals used in business schools focus on competences and 

skills rather than on personal characteristics (see, for example, Timmons, 1990). 

 A focus on resources and skills is common in theories of the firm. These 

theories attempt to explain the existence, dynamics, and performance of firms 

by looking for the best combination of inputs. Especially the resulting ideas on 

performance can be used in spin-off studies. Spin-off firms are considered as 

particularly successful firms because of the entrepreneur’s background in 

another firm. It is still unclear, however, how this background helps spin-off 

firms to be more successful than other foundings. Nevertheless, the theory of 

the firm does offer good ideas for understanding the mechanisms behind 

performance. 

 
2.3 Organizational approach: theories of the firm 

Addressing the theory of the firm entails a shift from the individual perspective 

to the organizational one. The theory of the firm describes and analyses the 
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nature and behaviour of firms. One of the prime questions is why firms exist in 

the first place, and numerous explanations have been advanced. Coase (1937) 

sees firms as institutions that reduce transaction costs, while Cyert and March 

(1963) advocate the view that firms are platforms for dealing with uncertainty. 

These descriptions are miles apart, and they are only two of the many visions of 

the firm. This reflects that the definition of the firm is closely related to the goal 

of the associated study. A single definition of the firm seems inconceivable, and 

Penrose (1959) therefore suggested that each researcher should be free to 

apply their own definition of a firm and use it for the study at hand. 

 There are two general ways to describe firms. In the first, a firm, or any 

organization for that matter, is defined by its interactions with the environment. 

Coase’s view is a clear representation of this idea, and also in the neoclassical 

and behavioural traditions the firm is defined by its interactions with the 

environment (i.e. the market). The second, more recent, view takes a more 

inward perspective based on autonomy. The firm is defined on the basis of its 

elements or components. This view is very much related to the rise of 

organizational ecology (Hannan and Freeman, 1989; Carroll and Hannan, 1999) 

and the growing attention to innovative new firms (Birch, 1979). These studies 

required a conception of the firm that could easily be transferred into countable 

data. The firm itself became the unit of analysis, rather than its actions or 

functions in the market. It is important to note that firms are not seen as 

autonomous agents that act in a vacuum. Firms are actors with many relations 

in the outside world. However, the basis for the definition lies in the elements of 

the firm rather than in its interactions with the environment. The distinction is 

comparable to the difference between the economic terms “entry” and 

“founding”. Entry entails a firm’s entrance into a new market, either by 

diversification into new products or by entering a new spatial market with an 

existing product. The entering firm is not necessarily a new economic entity. For 

example, Dutch energy companies have recently diversified into the internet 

provider market. They have become new players in the internet provider market, 

and their interactions with the environment (the market) have changed. As far 

as interactions are concerned, new organizations have emerged. Foundings, 

however, are defined as new entities in an economy. They can be defined 

without reference to a particular market. In this sense, nothing has changed in 

terms of the energy companies. 

 With the ‘entity’ view, a need for clear demarcation appears (Hannan and 

Freeman, 1989; Chandler, 1992). Maskell (2001) agrees in clear terms: 
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"Economic geography is characterised by the lack of a clear conception and 
understanding of … the factors conditioning its [the firm, SK] size and 
boundaries, and the exogenous mechanisms that influence its mode and 
external interaction" (p.340). Establishing boundaries is the first step, and 

defining external interactions comes second. Proprietary rights play an important 

role in setting boundaries since the ownership structure determines the locus of 

decision within an organization. Minkler (1988) gives a framework that divides 

proprietary rights into three categories:  

 

USUS (U) – the right to use an asset   

FRUCTUS (F) – the right to benefit from an asset 

ABUSUS  (A) – the right to dispose of an asset 

 

Applied to firms, full ownership includes all three rights. Most firms, especially 

smaller ones, will have this structure. However, configurations with only two 

rights, or even only one, are also common. Franchise firms have the right to use 

the assets of a parent company, they can benefit from them, but they are not 

allowed to dispose of the assets. The parent company and the franchisee are 

engaged in a usufruct relationship. Units that are based on a usufruct 

relationship can be regarded as firms because they independently engage in 

economic action in the relevant markets. Firms are seen as economically 

independent if two out of three ownership rights apply to the business unit. This 

is in line with the definition used by the CBS (2000): “A business unit is the 
actual actor in the production process. It is characterized by autonomy, 
descriptability, and external orientation” (p.22). This definition also excludes so-

called ‘empty’ firms such as holdings, since these entries do not engage in 

economic action. In firm demography, economic productivity should be included 

in any definition because the emphasis in this field lies on the economic 

development of regions and the role of firms in this. Studying firms within the 

realm of organizational ecology and the demography of firms calls for a 

definition that identifies boundaries. At the same time, it needs to recognize the 

interaction with the environment. The definition used throughout this study rests 

on these two pillars: “A firm is a trading business unit, based around one or 
more production processes, with the right to use and benefit from its production 
factors” (see also Brouwer and Koster, 2002). 
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2.3.1 Resources, routines, and performance 

The entity view of firms and its focus on boundaries agrees well with a resource-

based perspective of firms. The founding father (or rather mother) of this 

approach, Edith Penrose, regards firms as “…autonomous planning units” 
(Penrose, 1959, p.13) with boundaries (Garnsey, 1998). Within the autonomous 

unit, people work together and combine resources for production. This 

description appeals strongly to the USUS element with regard to proprietary 

rights. Firms need to control resources in order to be able to deploy them in the 

production process. As a result of the planning effort (which entails finding the 

most efficient resource combinations), a firm-specific production process evolves 

which brings competitive (dis)advantage to the firm; “the value of any economic 
organization (firm, business, company) derives from and reflects the value to it 
of the resources under its control…” (Lewin and Phelan, 2000, p.61). The 

performance3 of a firm depends on the availability, nature, and quality of the 

resources available, and also on the way management is able to mobilise and 

combine resources for production (Garnsey, 1998). The combinative power of 

organizations is captured in the terms competences (Penrose, 1959), and 

organizational capabilities (Helfat and Lieberman, 2002). 

 The first element in analysing firm performance is an assessment of the 

nature, availability, and quality of resources. “Resources include all assets, 
capabilities, organizational processes, firm attributes, information, knowledge, 
etc. controlled by the firm that enable the firm to conceive of and implement 
strategies that improve its efficiency and effectiveness” (Barney, 1991, p.101; 

Daft, 1983). Basically, resources are all the inputs for production. It is therefore 

very important for a firm to hold on to key resources in the production process. 

Resources that are simultaneously not imitable, not substitutable, and not 

transferable can result in a unwavering competitive advantage (Heirman et al., 

2003). This explains why firms go to great lengths to protect their resources. 

There are many classifications of resources. For example, resources can be 

tangible or intangible. Physical assets such as capital, buildings, and codified 

knowledge are tangible. Intangible assets include organizational routines, 

human resources, and tacit knowledge. Barney (1991, p.101) refines this 

twofold division by distinguishing three relevant categories: physical capital 

resources, human capital resources, and organizational capital resources. 

                                                 
3 There are many sides to performance and it can be defined in terms of profit, employment, 
survival, etc. In this chapter, the term is used in a broad sense and it denotes the wellbeing 
of organizations. In the empirical chapters, notably Chapters 4 and 5, the concept of 
performance is further conceptualized. 
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Physical capital resources include all tangible resources. Human capital 

resources are internalised in the employees and include aspects such as 

networks, experience, and judgment. These are the individual skills of the 

employees. The human capital resources of a firm are the accumulated skills of 

all its employees. Finally, the organizational capital resources are those used for 

planning, controlling and coordinating the business. 

Resource management is the second element of firm performance. The 

management of resources is governed by the competences (or capabilities) of 

firms. In Barney’s framework, the organizational capital resources strongly relate 

to the management of production resources. However, he sees resource 

management as a resource in itself. Although to an extent a word game, it 

seems to me that his typification does not capture the whole complexity of firm 

behaviour with regard to the management of resources. Organizational capital 

resources include the visible organizational features of firms, such as the 

ownership structure and monitoring systems. However, there are behavioural 

patterns and management elements at a deeper level that also determine the 

functioning of firms. These elements come to the fore in the evolutionary 

account of the economy and are called routines. “Routines are all organizational 
regularities and standardized processes of production and information 
processing which describe the behavioural pattern and production techniques of 
firms” (Hölzl, 2005, p.6). Routines are included in the organizational capital 

resources since they are very closely related to the way management decisions 

are made and which decision are made. However, routines are based on 

previous learning and they are a result of the interplay between all resources 

present in the organization. This makes them persistent and path dependent. It 

is difficult to change routines in an organization (Nelson and Winter, 1982). In 

this study, routines are regarded as an integral part of the organizational capital 

resources. Rather than limit the organizational resources to the visible features 

of organization, the hidden structures are also considered. This addition is 

relevant when considering resource transfer between firms. 

 
2.3.2 Transferring resources 

In addition to addressing the boundaries of firms, the resource-based view has 

another useful feature: it allows for a straightforward conceptualisation of 

resource transfer between firms. Resources used in one firm can be transferred, 

or duplicated, and then used in another firm. This process is, however, not easy. 

If resources are placed in a different organization, they lose their previous, 
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designated and specific function within the donating organization and have to be 

fitted into the receiving organization, without any guarantee of success. Further, 

the efficient use of such resources is affected by the organizational capabilities 

of the receiving firm. The process of resource transfer differs for the three 

resource groups, physical capital, human capital, and organizational capital. 

Physical capital and human capital resources can be transferred from one 

organization to another relatively easily. From common sense, many examples 

come to mind. Physical capital transfer occurs when a company rents part of its 

building to another company, when second-hand Dutch buses are used in 

Russia, when a bakery buys an oven from another bakery. Human capital is 

transferred in the process of job mobility, which is one of the major forces 

driving knowledge spillovers (Almeida and Kogut, 1999). Human capital is stored 

in the skills of employees. When an employee leaves a firm, the firm loses part 

of its human capital resources. Again, the transfer in itself is not hard to 

execute, but the efficient use of both human capital and physical capital in the 

new environment depends on the possible deployments in the production 

process. A bakery is very unlikely to benefit from a meat processing machine, 

Dutch buses will not work in New Zealand because the doors are on the wrong 

side, and a small grocery store is unlikely to benefit from an office space on the 

11th floor of an office complex. More generally, the characteristics of the 

receiving company can impede the implementation of a new resource in the 

production process. This will go hand in hand with temporary efficiency loss. It 

is therefore generally most efficient to transfer resources between organizations 

that are broadly similar (Madsen et al., 2002). This idea has been elaborated 

upon for human capital resources, focussing on the transfer of individual skills. 

Becker (1964) provides one of the first comprehensive accounts of 

human capital. He describes the ways in which individuals gather human capital 

(or skills) and how this influences their productivity and earnings. From his 

perspective, employment or self-employment is not a static individual feature, 

but a temporary state which must be seen in the context of the whole working 

career. Spells of employment, or self-employment, give individuals the possibility 

to develop their skills in order to reach a higher level later in their career (Burke 

et al., 2005). This means that the current labour market state of an individual 

can also be seen as a result of their previous activities. Individuals pick up skills 

for production and transfer these to new settings, either as employees or as 

entrepreneurs. The skills are most valuable when they are transferred to a 

suitable environment; a carpenter cannot use his skills in a bakery. Related to 
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this, Becker makes an important distinction between general training and 

specific training. General training entails gathering skills that are also useful 

outside the firm that provides the training (Becker, 1964, p.11). The knowledge 

gained can be deployed in a range of settings. Management skills are a clear 

example, but also selling skills fall into this category. Transferring specific 

knowledge is more complex. Specific training has a greater positive effect for 

the providing firm than for other firms (ibid, p.18). In other words, general 

training results in skills that are easily deployed in other firms, whereas specific 

skills lose their merit outside the context of the source firm. It is over simplistic, 

though, to see this as a dichotomy. The two extremes form the poles of a 

spectrum, and most training (and the resulting skills) will be somewhere 

between the two extremes. Becker (1964, p.18) suggests that purely specific 

training is unlikely to occur and there is nearly always a possibility to transfer 

the specific skills. In particular, firms that are similar to the source firm could 

benefit. Following this reasoning, specific knowledge is often viewed at the scale 

of an industry. Having a background in an industry provides advantages for 

entrepreneurs that stay active in the same industry (Klepper, 2001a; Agarwal et 

al., 2004). 

Departing from Becker’s argument, Brüderl et al. (1992) explicitly 

address the influence of employment career on the skills of an entrepreneur. 

They distinguish between industry-specific and entrepreneur-specific human 

capital. Industry-specific skills lead to a good understanding of the relevant 

characteristics of a particular industry. The entrepreneur is able to identify 

profitable market niches and product knowledge that can be used in determining 

the actual activities of the new firm. In this view, industry-specific knowledge 

has both a demand dimension and a supply, or production, dimension. Shane 

(2000; Eckhardt and Shane, 2003) highlights the demand component. 

Experience induces the recognition of possible markets (Shane, 2000 p.259). 

Although Shane sees an obvious relationship between market information and 

prior experience in an industry, the relationship may be more complex. For 

innovation, user knowledge also appears to be relevant (Boschma and 

Wetersings, 2006). In coming from another industry, user entrepreneurs can 

often precisely indicate the flaws in existing products and the needs of the 

market. As previous members of the market, they can identify niches which new 

firms can try to fill. Skills attained through learning-by-using can be extremely 

useful inputs for new firms (Mole and Elliot, 1987). 
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The second product of experience is entrepreneur-specific human capital. 

This is related to prior spells of self-employment in which the entrepreneur has 

gathered knowledge about administrative duties and management. In other 

words, self-employment experience contributes to the organizational capital 

resources of a new firm. As with Becker’s general knowledge, this type of 

experience is industry independent. However, it is not a result of formal training, 

as Becker (1964) sees it, nor does it relate to any production activities as is 

foreseen in Becker’s view. 

 The transfer of organizational resources strongly relates to general 

learning. Many of the personal skills that can be generally applied relate to the 

organization of firms. In this sense, organizational capital resources can be 

transferred since they are embedded in the entrepreneur. However, 

organizational capital also includes routines, and routines are interdependent 

within firms (Hölzl, 2005): they are a consequence of the organization. Routines 

can therefore never be transferred as they form behavioural links between 

different elements of one specific organization. It is, however, possible to 

transfer solutions or management styles to other settings, but this will lead to 

new routines that are dependent on other factors within the receiving 

organization. Overall, organizational capital includes transferable elements of 

management and planning, which are embedded in the members of the 

organization or which can be transferred in the form of advice. It also involves 

organizational behavioural patterns (routines) which are a result of the whole 

organization, and as such not transferable. 

 
2.4  Bridging the individual and the organizational views 

The previous sections presented accounts of both the individual perspective on 

entrepreneurship and the organizational perspective on firm behaviour and 

performance. Although these views represent two different lines of thought, it is 

clear that they cannot exist in isolation. While a firm can be seen as a bundle of 

resources, there has to be someone who puts the resources together. Further, 

human capital is a major resource for all organizations, especially young ones. 

The founders of new organizations determine the internal dynamics to a high 

degree. Adopting either the entrepreneurial or the organizational approach 

possibly leads to a one-sided view of the early development of firms. 

 There have been attempts to circumvent this problem by conceptualising 

the relationship between individuals and organizations. Stam (2003), for 

example, does not see any organizational influence in the founding phase of a 
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new firm. Only later, when the business is growing, does the internal 

organization become more important. The founder ceases to supervise some of 

the ongoing processes and has to let go of some of the responsibilities. The 

organization of the firm and group dynamics become increasingly important in 

the explanation of the firm’s actions. This change is reflected in the liability of 

growth (Garnsey et al., 2003). An entrepreneur who is especially able to create 

new products and firms has to turn into a manager in order to channel growth 

and keep the business running. Often, problems arise in this situation which can 

lead to shrinking or even discontinuation of the firm. Such problems arise in the 

later stages of development and fit perfectly in the scheme of Stam. In the early 

stages of the founding process, the actions of the firm closely correspond to the 

actions of the entrepreneur (Stam, 2003; Lazear, 2003): the firm is the 

entrepreneur. The ability of the entrepreneur to combine resources, to identify 

market niches, and to take the appropriate administrative steps to start a 

business determine the characteristics of the new firm. This makes the skills of 

the entrepreneur the most important resource in the early stages of 

development. Although the decisive influence of the individual in most founding 

processes is beyond question, adopting a purely individual-based view imposes 

certain limitations. Many firms are started by a group, and the group process is 

very important for understanding the founding process. Also the influence of 

existing firms cannot be disregarded; some firms start as a result of combined 

efforts of an entrepreneur and an existing organization, and both actors have to 

be taken into account. Gartner (1985) proposes a framework that offers a more 

flexible way of describing the relations between the actors in the founding 

process (Figure 2.1). 

Environment

Individuals

Process

Organization

Figure 2.1: Framework for describing new venture creation 
Source: Gartner, 1985, p.698 
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Gartner places the founding at the centre of the analysis, rather than the 

actors. The new firm is the outcome of dynamic interdependencies between the 

individuals involved, the organization of the founding, the founding process, and 

the environment. Transposing this to the resource-based theory, the individuals 

and the environment can be regarded as the main suppliers of the input 

resources and skills. Individuals bring with them their internalised knowledge 

and skills, but the environment can also contribute. Existing firms are part of the 

environment. Support from existing firms therefore amounts to the input of 

resources coming from the environment. A firm can even act as the driving force 

behind a new venture. However, banks, suppliers, family, and the government 

also supply valuable resources to new firms. The environment is also responsible 

for the education of the individuals as explained in the previous section. In this 

capacity, the environment has an indirect influence (through the individual) on 

new venture creation. In a resource-based account of the founding process, the 

management of the resources is also important. This element is present in all 

four dimensions of the framework. The founding process and the organization of 

the new venture largely determine the combination of resources that are used. 

However, the influence of both the environment (regulations for example) and 

the individual (management skills) also influence the way in which the founding 

process is shaped. 

 Looking at the founding process from a resource-based perspective leads 

to two important factors which then form the basis for analysing the founding 

process: 

 

1. The resources (including skills) contributed by the individual(s) and existing 

firms from the environment. 

2. The ability of the founders to manage resource inputs in the founding 

process. 

 

The framework generates ideas about the performance of young firms 

during and after the founding process. For existing firms, the combination of 

available resources and organizational capabilities (including routines) 

determines their value and competitiveness. For new firms, the story is 

somewhat different as the resources and capabilities are not yet in place. New 

firms have to gather resources and need to develop routines in order to create 

an efficient production process for the market they will be active in. Helfat and 

Lieberman (2002) theorise, using an organizational view, that it is easier for an 
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existing firm to enter a new market when the latter’s characteristics are similar 

to the characteristics of the market in which the firm is already active. When 

both markets are similar, the firm’s established resources and capabilities 

(routines) can be easily used to produce for the new market, thus increasing the 

likelihood of success. This idea primarily relates to existing firms diversifying 

into new markets. However, the same line of reasoning can be applied to 

foundings. The founding of a new firm also implies an entry into a new market. 

Industry-specific resources, either contributed by the experienced entrepreneur 

or through direct support from a parent company, can be expected to serve as a 

good foundation for a successful founding process. Also the creation of 

capabilities and routines to organise the effective use of the resources in the 

new firm is important. Again, the ability of the entrepreneur and the quality of 

any outside help influence the outcome of this process. By switching attention to 

foundings, an extra element has to be added, namely the management of the 

founding process itself. Starting a business involves understanding the process 

of establishing a business. This element is especially recognized in the 

entrepreneurship literature which shows that experienced entrepreneurs have 

the greatest chances of starting a successful new business. Their specific 

knowledge on starting up of a new firm gives them an edge over other founders. 

 
2.5  Spin-offs 

One of the major groups of actors in the environment dimension (Fig. 2.1) is 

formed by the pool of incumbent firms. Incumbent firms act as potential 

suppliers of inputs, they are possible clients, they can act as educational 

institutions for entrepreneurs, and they can play a distinct role in the founding 

process, even as the driving forces behind the project. The importance of 

existing firms in the founding process of new firms has been recognized most 

explicitly in research on spin-offs. Spin-offs are generally understood as new 

firms that are, to some extent, rooted in another firm. However, the precise 

wording of spin-off definitions varies greatly. This has led to a situation in which 

the term spin-off, despite of its relatively brief existence, is surrounded with 

considerable fuzziness. Again, there seems to be a clash between the individual-

based and the organizational-based viewpoints. 

 The individual view on spin-offs is championed by many researchers and 

seems to be especially popular in the literature on knowledge spillovers and 

clustering. The most influential definition is by Garvin (1983):“A spin-off 
normally occurs when a new firm is formed by individuals leaving an existing 
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firm in the same industry” (p.3). In later studies, this definition, or a derivative 

thereof, has been used many times (see, for example, Klepper, 2001a; Knight, 

1988; Ferreira, 2002; Koch, 2002; Dahl et al., 2003). The term corporate spin-

off is also used with the above definition and Agarwal et al. (2004) use the term 

spin-out to indicate firms that are started by former employees in the same 

industry. In the organizational view, spin-offs are the result of restructuring. The 

independent new firm was a part of a larger organization. Tübke, for example, 

adopts a clearly organizational view on spin-off creation by regarding a 

corporate spin-off as a “… division of an existing company into one parent 
company and one or more independent spin-offs” (2004, p.22). Empirical results 

differ significantly depending on the spin-off definition used. Tübke concludes 

that an average spin-off firm is 3637 employees. In studies adopting the 

industry-experience definition, the average size of spin-offs is much smaller. 

 Although, spin-off definitions vary considerably, the underpinning ideas 

are similar. Spin-off firms have a head start compared to other new firms as 

they have secured resources that can be used for production right from the 

beginning. Garvin (1983) focuses on the way this process occurs in reality by 

tracking entrepreneurs through their careers. However, the relevant process of 

knowledge transfer from one firm to another is not addressed. Klepper (2004), 

although following Garvin’s labour market definition of spin-offs, acknowledges 

the lack of attention given to the actual process of resource transfer. He finds 

spin-offs to be more successful than other new firms only when they originate 

from successful parent companies. It is not about having an industry 

background; it is about securing the most effective resources. This encourages a 

spin-off definition based on the actual skills and resources transferred rather 

than on the background of the founders; spin-offs are then “foundations where 
the persons involved apply expertise acquired in their previous employments” 
(Moßig, 2001; Elfring and Foss, 1997). In an even more general description, 

spin-offs involve “…the transfer of some rights, like assets or knowledge, from 
the existing legal body to the new firm or body” (Lindholm, 1994). In this 

definition, resource transfer is not simply assumed to happen as a result of job 

mobility within an industry, it is the guiding principle. Spin-offs are based on 

transferred resources, which may be associated with intra-industry job mobility. 

However, there is also a possibility that a spin-off is based on resources 

originating outside the industry. Entrepreneurs can also be influenced by firms 

from other industries. Definitions based on resource transfer put more emphasis 

on the idea that spin-offs are firms that are rooted in existing firms. From this 
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viewpoint, the ‘employee-definition’ of Garvin is an operationalisation of the 

more abstract descriptions of Moßig and Lindholm. Bernardt et al. (2002, p.10) 

add another element to the discussion by stressing the active influence of parent 

firms. A spin-off involves “an individual or a group of individuals leaving a 
‘parent’ firm to start up a new, independent business. The start-up occurs on 
the basis of specific knowledge and competences built up within the parent firm. 
The parent firm supports the spin-off by allowing the transfer of knowledge, 
competences and/or direct means.”  
 

2.5.1 Spin-offs, the environment, and individuals 

The influence of parent firms on the creation of spin-offs can be understood in 

the context of Gartner’s new venture creation framework (Figure 2.1). Parent 

firms, as members of the environment, exert a direct influence on the new 

venture by allowing the transfer of resources to the spin-off. These can be 

tangible resources, such as machinery and start-up capital, but also intangible 

help in the form of advice, time, or guaranteed turnover. Firms also have an 

indirect role as educators of entrepreneurs. Human capital resources (skills) are 

transferred from the parent firm to the spin-off through the entrepreneur. Figure 

2.2 illustrates these two roles of parent companies. 

The direct and indirect transfers of resources and skills are the main 

components of most influential spin-off definitions. Garvin and his followers 

Environment
Parent firms

Individual(s)
Former employees

New venture
creation

Figure 2.2: Actors in the spin-off process 
Source: derived from Gartner (1985), see also Figure 2.1 
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focus on the indirect relationship which is based on the job mobility of the 

entrepreneurs. Bernardt and Lindholm highlight the possibility of direct resource 

transfer from parent firm to spin-off. In Figure 2.3, the dimensions of direct and 

indirect influence form the axes of a scheme which relates the several 

definitions to each other. It also forms the framework for the definition of spin-

offs and other founding types used in this study. Further, the scheme provides a 

conceptual understanding of the relationship between research at the individual 

level and at the organizational level. The x-axis reflects processes on the 

individual level, with the organizational level represented by the y-axis.  

 

Five founding types are distinguished in Figure 2.3: individual start-ups, 

spin-outs, supported start-ups, (entrepreneurial) spin-offs and corporate spin-

offs. The types are based on specific combinations of the parent firm’s direct 

and indirect influences. Parent firms are not involved in the gestation process of 

individual start-ups. Individual start-ups are the outcomes of personal efforts. 

Neither the gestation process, nor the skills used by the entrepreneur are 

influenced by a source company. The firm will be owned totally by an 

entrepreneur, or a group of entrepreneurs. There is a theoretical possibility that 

a new firm receives support from a parent company without any indirect transfer 

of resources. In such a case, a parent firm supports the founding of a new firm 

that is not based on relevant skills learned by the entrepreneur as an employee. 

Corporate spin-off

Supported
start-up Spin-off

Spin-outIndividual
start-up

Indirect parent firm influence through
individual learning effects
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Such cases are expected to be rare (see Chapter 6 for empirical results on this). 

In the classification scheme, these are labelled as supported start-ups. Spin-outs 

are also characterised as stand-alone operations by individuals. In terms of 

Carroll and Hannan (1999), spin-outs are similar to individual start-ups and 

assumed to be de novo entries. However, a spin-out entrepreneur bases the 

new firm on ideas and competences gathered as an employee. This type can be 

compared to spin-offs defined on the basis of job mobility in the same industry 

(as used by Klepper). I have chosen to use the term spin-out, as coined by 

Agarwal et al. (2004). Spin-offs are a blended type in terms of influence. Both 

the entrepreneur and the parent firm play an important role in the founding 

process and indirect as well as direct resource transfer occurs. Finally, foundings 

that are characterised by high levels of firm influence are called corporate spin-
off processes. There, the creation of offspring is totally orchestrated by the 

parent company. As part of its strategic business plan, a new firm is formed. 

Substantive direct resource input from the parent firm is required in this. 

Capable individuals might be assigned as directors of these firms, but they are 

not necessarily previously linked to the parent firm. During the gestation phase, 

entrepreneurial influence is limited. The parent company manages all the input 

resources. Corporate spin-offs differ from spin-offs in this respect. Spin-offs also 

receive support, but only in parts of the gestation process. A spin-off endeavour 

is, in essence, a hybrid effort with both individual and organizational inputs. 

 By focussing on resource transfer, rather than on the entrepreneurs’ 

backgrounds, the classification framework incorporates both the individual view 

on founding processes and the organizational view. This solves one problem, but 

creates a new one in that the borders between the groups have become fluid. A 

decision has to be made regarding the extent of direct and indirect influence in 

order to be able to classify a new venture process as a spin-off, a spin-out, or a 

start-up. New firm formation is a complex, dynamic, and heterogeneous process 

in which the influence of incumbent firms differs in every case. Similarly, 

support of parent companies can take many different forms, and it is hard to 

depict this in one simple diagram. The significance of the resources injected by 

the parent company may differ from case to case, and with this the impact of 

the parent company on the new founding. The same argument applies to the 

indirect resources transferred as individual skills. Entrepreneurs have different 

skills and different numbers of skills relevant for their new venture. The 

continuous nature of both dimensions makes the borders between the founding 
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groups negotiable. This problem will be explored more thoroughly in Chapter 6 

when translation from theory into practical measures is addressed. 
 

2.6  Synthesis 

The fundamental assumption in the theoretical framework proposed in this 

chapter is the concept of the firm as an arrangement of resources. As a result of 

this, new firms can be considered as combinations of rearranged existing 

resources plus new resources added by entrepreneurs. Some new firms rely 

heavily on the new input, whereas other firms have an easy access to existing 

resources. These firms recycle resources and use them in a different setting. 

Spin-outs and spin-offs are prime examples, because they are heavily reliant on 

resources coming from the previous firm of the founders. Existing resources play 

an important, and possibly decisive, role in the founding process of spin-outs 

and spin-offs. 

Seeing the founding of firms as resource-gathering processes, 

encourages a closer look at the nature of the resources involved. In this study, a 

three-way division of the relevant resources is made with firm being based on 

physical resources, organizational resources, and human capital (Barney, 1991). 

The founding process of a firm is aimed at putting these elements in place. 

Figure 2.4 shows the transfer mechanisms in the founding process and also 

visualises the relations between the terms used. 

 

Human Capital

Organisational resources

Physical resources

Human Capital

Organisational resources

Physical resources

Indirect: skill transfer
Direct: support

Indirect: skill transfer
Direct: support

Direct: support

Parent firm
Resource types

Transfer of resources (Ch 3) Founding (Ch 4 and Ch 5)
Resource types

Figure 2.4: Resource transfer from parent firm to new firm
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The boxes represent the three resource types that Barney (1991) 

distinguishes. They exist in all firms, so the resource configurations of the 

parent firm (left) and the new firm (right) are the same. Naturally, the actual 

features of the resources differ, and this makes the firms distinct. Resource 

transfer is represented by the arrows. In line with Figures 2.2 and 2.3, two 

modes of transfer are distinguished. Firstly, resources can be transferred 

through the skills of the founder. Through this indirect route, the resources are 

first absorbed by the founder and then later used in the founding of the new 

firm. The skills are intangible personal characteristics, including knowledge of 

production processes, networks, and possible clients. Therefore, physical 

resources, such as capital, facilities and patents, cannot be transferred through 

this route. Secondly, resources can be part of the direct support from the parent 

company to the new firm. The parent company allows, or even facilitates, the 

transfer of resources to the new firm. In principle, all resource groups can be 

transferred in this way. The parent firm can offer time or personnel as elements 

of human capital, organizational advice, and capital or guaranteed turnover as 

physical resources. 

 Two lines of research follow from this theoretical starting point. The first 

addresses the nature of the resources involved in a transfer from parent to new 

firm. In order to make progress, a general overview of the resources is 

insufficient, the actual function of the resources needs to be addressed. It is 

expected that especially knowledge related to the production process and the 

management of the organization is pivotal (Penrose, 1959; Garnsey, 2002). 

Chapter 3 pursues this line of research. The second avenue is the relationship 

between resource inputs and performance. In the resource-based theory, a 

strong case is made for the positive effect on performance of the availability, 

quality, and management of resources. The basic argument is rather simple: the 

firms with the best access to outstanding resources will be the best performing 

ones (Garnsey, 2002; Garnsey, 1998). Spin-offs are, by definition, based on 

resources relevant for production, and therefore their performance is expected 

to be above average. This idea is explored further in Chapters 4 and 5. Chapter 

4 relates support and the availability of entrepreneurial skills to the successful 

conclusion of the founding period. Chapter 5 addresses the effects on 

innovation. 
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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 



45 

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) 



63 

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. 



71 

 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). 
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Chapter 4. Resources, skills and 
performance 

4.1  Introduction 

“The numerically dominant group of small businesses are those which are small 
today and, even if they survive, are always likely to remain small-scale 
operations”  (Storey, 1994, p. 112). “We know that many start-ups only persist 
for a short time. Within five years, about half of all initiatives suffer a quiet 
death. Of the initiatives which do survive, few offer a substantial number of 
jobs”  (Schutjens and Wever, 2000, p. 135-136). These statements leave little 

room for debate; starting a new firm is one thing, but starting a successful 

business is quite another. Even survival is problematic for many new firms. 

Discontinuation of new firms in the first years of existence is common. However, 

survival is not only an issue since a firm is established. A fair share of all 

founding attempts do not even make it to the end of the founding process (Van 

Gelderen et al., 2003; Aldrich, 1999). Founding processes can be hampered by 

insurmountable obstacles and problems. As a result, entrepreneurs give up and 

try to find other employment. This chapter tries to identify factors that explain 

the successful completion of the founding process. Nascent entrepreneurs and 

their founding efforts have been tracked over time from the first steps in the 

founding process until the founding has turned into a fully-fledged, operating 

firm. 
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A large part of existing entrepreneurship research focuses on the 

entrepreneurship decision. What drives a person to take the step to self-

employment? The above quotes show that opting for entrepreneurship is only 

part of the story. The performance of new firms and the success of 

entrepreneurship are also important elements. These two sides to 

entrepreneurship are particularly relevant in a policy context. Policy can be 

aimed at stimulating the number of foundings as such, or focus on the feasibility 

and growth of the new firms (Schutjens and Wever, 2000; Storey, 1982). New 

firm formation, in itself, has an important trial-and-error function in testing new 

ideas. Moreover, entrepreneurship is a rejuvenation system for economies. 

Trying to stimulate entrepreneurship as such is therefore perfectly defendable. 

However, it is for both the regional economy and the entrepreneurs themselves 

much more fulfilling when founding attempts are successful. Stimulating 

successful founding attempts can therefore also be a perfectly justifiable policy 

goal. In order to understand the success factors in new business formation, 

numerous studies have addressed the issue. The empirical studies in this field 

stress the importance of learning and knowledge creation; the industry 

experience, the working career, and the general education of the entrepreneur 

as positive influences on the performance of new firms (Storey, 1994; Nielsen, 

2001; Schutjens and Wever, 2000; Dahl and Reichstein, 2005). Applying these 

findings to spin-off firms, it hardly comes as a surprise that spin-offs are 

generally considered as particularly successful new foundings (Dahl et al., 2003; 

Dahlstrand, 1997b; Klepper, 2001a). Spin-offs have a background in the same 

industry and this gives them a head start over other entrants with elevated 

performance levels as a result. In Chapters 2 and 3, I argued that the 

background, as such, is not so important. The distinguishing feature of spin-offs 

actually lies in their superior access to resources for production, and it is this 

which leads to elevated levels of performance. This chapter empirically tests the 

assumed relationship in terms of the completion of the founding process. 

Entrepreneurs and their foundings are followed over time in order to see which 

type of entrepreneurs are best able to successfully conclude the founding 

process. 
 

4.2  Firm performance measures 

Describing the performance or success of firms is a thorny issue. Success is a 

multi-interpretable concept, making it difficult to capture in measurable 

variables. Most indicators of success are related to the relative influence of the 
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new firms on the economy. These indicators describe performance in terms of 

money, employment, or simple survival. Prominent examples include the number 

of employees (Colombo and Grilli, 2003), employment growth (Hoogstra & Van 

Dijk, 2004; Koch and Strotman, 2004), turnover (Dahlstrand, 1997a; Byrd, 

2002), and survival (Nielsen, 2001). The relationship between these indicators 

and performance is not always straightforward. Firms may be small in terms of 

employment, but they can have considerable turnover. Firms may remain small, 

not because the firm is unsuccessful, but because the founder does not want a 

large business. These possibilities show that there is some leeway in the 

interpretation of such measures. The same is even true for survival. Survival is a 

popular measure of performance, partly because it is easier to measure than the 

other proposed indicators of success. Further, the parallels appeal to the use of 

death rates in human demography. However, a discontinued firm is not 

automatically a failure (Headd, 2003; Carroll and Hannan, 1999). For instance, 

profitable new firms are often sold to interested parties. These firms are 

discontinued, but hardly failures. Another problem in measuring performance is 

the multi-level nature of the concept. Performance can be seen on an economic 

scale, but there is also a personal side. Many entrepreneurs start a new firm 

without striving for growth. In terms of economic influence, small firms have 

little success but, for the entrepreneurs involved, the endeavour can be highly 

fulfilling, successful, and profitable. 

A special aspect of survival is the ability to successfully start a new 

business or, as Van Gelderen (2003, p.1) puts it: “The first success of a firm is 
its birth.”  This aspect of survival has been largely overlooked until now. The 

reason is obvious; it is expensive and time consuming to identify nascent 

entrepreneurs and follow their founding efforts over time. Reaching the end of 

the founding process is, however, an important issue because it is a clear 

indicator of success. Unlike survival after the founding phase, discontinuation of 

the founding process seems purely related to the ability of the entrepreneur to 

complete it. It is unlikely that a nascent firm will be sold to another firm, or that 

the founding process is terminated for some other positive reason. Assessing the 

successful completion of the founding process also has advantages over 

traditional measures of performance. The reasons, goals, and motives for 

entrepreneurship are diverse, but it can be reasonably expected that every 

entrepreneur enters the founding process with the goal of actually ending it. 

The resulting firms may differ greatly, but the wish to get the business up and 

running is surely always present. This makes survival through the founding 
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process an indicator of performance that is less influenced by the personal 

motives of the entrepreneurs involved. Founding size, for example, is a function 

of not only the ability to start a new firm, but also of the entrepreneur’s goals 

(Colombo et al., 2004). Moreover, founding success directly links with Gartner’s 

framework (Figure 2.1) that focuses on the founding process itself. It therefore 

matches the theoretical ideas underpinning this study. 

Founding success offers an interesting new angle on measuring 

performance and has certain advantages over traditional measures. However, 

focussing on the founding process precludes any information on the later 

economic impact of the firm. Completing the founding process is a firm’s first 

achievement, but its economic impact remains uncertain. Therefore, the 

traditional measures remain of interest as they address the economic impact of 

firms. While the empirical analyses in this chapter focus on the founding success 

of firms, ‘traditional’ development variables, such as size and turnover, will also 

be addressed. 

 
4.3  Inputs and performance 

Conditions at founding have long-lasting effects on the structure and 

performance of any organization (Stinchcombe, 1965; Carroll and Hannan, 

1999). This is a key assumption when linking input resources and skills to the 

performance of a founding later in its lifespan. In a neoclassical world, a firm 

can adjust its production function at any given time to account for changes in 

the environment: history is irrelevant. In contrast, history plays a pivotal role in 

corporate demography: conditions at the offset determine many of the 

characteristics of the firm, even after several years. The features of a firm 

determine to a large extent the ways in which it can cope with changes in the 

environment. With its focus on business populations, rather than on firms, there 

is little room for the imprinting effect of firm-specific characteristics in corporate 

demography. A business population cohort carries the weight of the 

environmental situation (or context) at founding rather than the firm-specific 

inputs (Caves, 1998). Nevertheless, the same reasoning applies to the firm level. 

The inputs and environmental situation at the time of foundation will influence 

the characteristics and performance of firms throughout their lifetimes 

(Stinchcombe, 1965). On this level of analysis, firm-specific characteristics and 

inputs become relevant and the problem can be understood in terms of the 

resource-based view of firms. Obviously, the environmental context remains 

important, but firm-specific resources must also be taken into account. 
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 The quality and availability of firm-specific resources in combination with 

the management of these resources determine the performance of new firms 

(Penrose, 1959). New firms need to collect the right resources for production in 

order to be successful. Three groups of resource inputs have been identified. 

The first is industry-specific knowledge, which is transferred to the new firm in 

the specific skills of the entrepreneur. Spin-offs and spin-outs have been defined 

as new firms that are based on industry-specific resources. The second element 

is direct support (or resource transfer) from parent firm to new firm. Along with 

the skills of the entrepreneur, spin-offs also benefit from this element. As well-

endowed firms, spin-offs and spin-outs are expected to outperform individual 

start-ups that lack such a background. Finally, the entrepreneurs can benefit 

from general learning elements, which are industry independent. General skills 

include administrative skills. For habitual entrepreneurs, entrepreneurial skills 

related to the founding of firms also fall in this category. Because of their 

previous entrepreneurial experience, habitual entrepreneurs are more likely to 

circumvent the pitfalls in the founding process. These three resource types 

contribute to the performance of new firms. 

In the previous chapter, it was shown that specific resources 

(knowledge) are primarily related to the operational side of running a business. 

Knowing the ins and outs of production and sales ensures an advantage over 

other competitors. In addition to technological benefits, identifying profitable 

market niches is also dependent on the specific knowledge of an industry 

(Shane, 2000). Extensive product knowledge related both to the production and 

the identification of niches is likely to improve the founding success of 

companies and their later growth. This leads to the following hypothesis: 

 

Hypothesis 1: Spin-offs and spin-outs have greater chances of founding success 

than individual start-ups because of their superior industry-specific resources. 

 

As we have seen, support from a parent company comes in many guises. 

Chapter 3 showed that advice was the most prominent element of support, but 

that there are also other elements. The interviews reflected how parent firms 

can offer facilities, capital, and technological inputs (Chapter 3). Spin-offs find it 

easy to tap into the resources of an existing firm, which can help solve problems 

in the founding process. This support offers a safety net for the spin-off firm. It 

is, however, not always a blessing. Entrepreneurship is often rooted in ideas of 

self-realisation and independence (Bais, 1999; Van Uxem and Bais, 1996). 
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Entrepreneurs do value the support given by their previous employers, but 

eventually they do come to value independence even more (Chapter 3). The 

influence of the parent firm can easily become a burden for entrepreneurs that 

strive for independence. Support can also have a negative influence on average 

performance as it might induce less-qualified entrepreneurs to take up 

entrepreneurship. Support encourages potential entrepreneurs to cross the 

decision threshold. However, once the firm is operating, the encouraged 

entrepreneurs could prove to be less suitable for entrepreneurship. The resulting 

firms will be less successful than firms started by entrepreneurs with the proper 

entrepreneurial spirit and qualities. To sum up, the safety-net function of 

support does help entrepreneurs to survive the first phases of development, but 

it can also encourage ‘pseudo-entrepreneurs’ to start a firm with little success. 

In the founding process however, a positive effect is expected: 

 

Hypothesis 2: Support positively affects founding success. Therefore, spin-offs 

will outperform spin-outs and individual start-ups in the founding phase. 

 

The third resource group relates to organizational knowledge and skills. 

Experience as a manager, or as an entrepreneur, gives budding entrepreneurs 

skills to manage the founding process and the resulting business. A good 

example of the impact of management on performance is described by Appold 

(2001). He shows that the management of available knowledge and skills 

directly influences the motivation and satisfaction of employees. Continuous 

mismanagement can lead to a situation where employees do not function well 

and eventually leave the firm. This will compromise the availability and quality of 

the resources for production. The founding process itself can also benefit from 

trial-an-error experience. It is important to recognize that organizational 

experience is not related to industry experience. Chapter 3 even showed that 

there is a negative correlation between the two. If an entrepreneur leaves the 

industry in which he or she was previously working, the chances are high that 

this decision was based on organizational skills and experience. Without any 

relevant industry-specific knowledge, entrepreneurs are most likely to base their 

firm new firms on organizational knowledge. By definition, organizational skills 

are ruled out as distinguishing elements of spin-outs and spin-offs since these 

are based on product-related knowledge originating mostly from within the 

industry. Nevertheless, having organizational knowledge is expected to help 
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entrepreneurs both in the founding process and later. This leads to Hypothesis 

3: 

 

Hypothesis 3: Entrepreneurs with superior organizational knowledge will have 

higher survival chances in the founding period than other entrepreneurs. 

 

 Based on the availability of specific resources at the time of foundation, 

it can be expected that both spin-outs and spin-offs will outperform individual 

start-ups. The first two founding types have superior access to existing 

resources due to their, direct or indirect, connection with other firms in the field 

(Garnsey, 1998). By definition, spin-out entrepreneurs set up a firm with specific 

knowledge of a product and spin-offs even have a third-party beneficiary, 

guaranteeing a solid basis on which to build the firm (Bernardt et al., 2002; 

Koster & Van Wissen, 2006; Klepper, 2001a). The overall effect of this support 

is, however, unclear. It has both positive and negative sides to it. Organizational 

knowledge is also expected to be an important explanatory element of success. 

It is not, however, linked to spin-offs and spin-outs and should therefore be 

included as a separate variable.  

This chapter aims to link resource inputs to the successful completion of 

the founding process. Good access to resources provides entrepreneurs with 

possibilities to overcome pitfalls in the founding process. However, even after 

the founding process, access to resources is important for performance. Firms 

with good resources will outperform other firms, including after the founding 

process. Section 4.7 addresses this relationship although no formal testing has 

been conducted. The hypotheses, therefore, only apply to the founding period. 

 
4.4  Dataset: the Entrepreneurial Research Consortium 

The dataset used in this chapter was collected by the Entrepreneurial Research 

Consortium (ERC). The ERC is an association of leading research institutes with 

a common interest in entrepreneurship. The consortium has its basis in the 

U.S.A. and most of its research efforts are also concentrated here. Recently, the 

ERC methodology and survey approach have been adopted in other countries 

(see, for example, Van Gelderen et al., 2003 for a Dutch case study). 

Nevertheless, the effort is still very much focussed on the U.S.A.. One of the 

major accomplishments of the ERC is the compilation of a vast dataset that 

offers comprehensive information on nascent entrepreneurs. This addresses 

their backgrounds, goals, expectations, resources, and success. There are other 
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very good datasets on entrepreneurship, but the combined efforts of the 

participating universities and research institutes have resulted in a large and 

longitudinal panel dataset, and this is unprecedented. The dataset is freely 

accessible through the internet.8 Additional information on the ERC and the 

dataset can be found on the consortium’s website and in the guide to the 

dataset (Reynolds, 2000). 

 
4.4.1 The survey’s approach 

The goal of the ERC dataset is to identify people that are in the process of 

setting up a firm and to follow them over time. First, the research population of 

nascent entrepreneurs was identified in a so-called screener survey. In the 

subsequent questionnaire waves, the nascent entrepreneurs identified were 

followed in their founding efforts (Wave I, II, III, and IV). In the screener 

survey, about 64,500 American citizens were randomly selected and interrogated 

about their entrepreneurial behaviour. On the basis of the screener survey, a 

research population of 1261 individuals was selected of whom 830 qualified as 

nascent entrepreneurs. The remaining 431 respondents had no entrepreneurial 

intentions and served as a control group. In order to qualify as a nascent 

entrepreneur, three conditions had to be met. First, the respondent had to 

anticipate owning at least part of the new business. Second, there had been 

activities aimed at starting the business in the past 12 months. This condition 

ensured that dormant founding efforts were excluded. Third, the firm was not 

an infant firm; that is, it was still in the founding phase. The final condition was 

determined by looking at the cash-flow of the firm. A firm with a cash-flow that 

covered the expenses and owner-manager salaries for at least three months was 

considered to have reached the infant stage and the firm was consequently 

dropped from the population. Entrepreneurs without any prospects of at least 

partly ownership were also left out of the subsequent survey waves. These firms 

are regarded as organizational, rather than personal, efforts. These firms would 

be labelled as corporate spin-offs in the classification presented in Figure 2.3. As 

a result, any conclusions based on the dataset only apply to entrepreneurial 

spin-offs, spin-outs, and individual start-ups. For a comprehensive explanation 

of the selection process for the respondents, the accompanying dataset 

description provided by Reynolds (2000) should be consulted. 

The research population in Waves I to IV is not a random selection. 

Women and ethnic minority groups were over-represented in order to address 

                                                 
8 http://projects.isr.umich.edu/psed/ 
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specific research questions of the project’s participants. In order to correct for 

this bias in the dataset, an analysis needs be based on weighted versions of the 

values. Information about the correct weighing can be found in Appendix 4.1. 

Table 4.1 shows the breakdown into groups of all the respondents at the 

beginning of the survey (i.e. at Wave I). 

 
Sample Group Number in Wave I Totals % 
Nascent entrepreneur: both genders 446  35.4 
Nascent entrepreneur: women oversample 223  17.7 
Nascent entrepreneur: minority oversample 161  12.7 
Subtotal nascent entrepreneurs  830 65.9 
    
Control Group: both genders 223  17.7 
Control group: minority over-sample 208  16.5 
Subtotal control group  431 34.1 
    
Total  1261 100.0 
 
Table 4.1: Group sizes in ERC dataset in first research wave (Wave I) 

 

The 830 nascent entrepreneurs were followed over time with the 

consecutive research waves conducted at twelve-month intervals. This leads to a 

research period of about five years. The first interviews were held in 1998, and 

Wave IV was completed in 2003. All the waves consist of a telephone survey 

and a mailed questionnaire. The questionnaires were presented as follow-ups to 

the telephone surveys. Therefore, the response rates differ. The control group 

was included only in Wave I. Tables 4.2 and 4.3 show the panel survival per 

survey wave. 

 
Group WI-t WI-m WII-t WII-m WIII-t WIII-m WIV-t WIV-m 
Response NE 830 562 615 440 480 326 350 330 
Response CG 431 343 - - - - - - 
Non-response NE - 268 215 390 350 504 219 339 
Non-response CG - 88      
Not included CG  431 431 431 431 431 431 
Not included NE - - - - - - 161A 161A 
Total 1261 1261 1261 1261 1261 1261 1261 1261 
 
Table 4.2: Panel survival in absolute numbers,  
NE = Nascent Entrepreneurs, CG = Control Group. 
WI-t = Wave I telephone survey, WI-m = Wave I mail survey 
A = Minority oversample 
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Group WI-t WI-m WII-t WII-m WIII-t WIII-m WIV-t WIV-m 
Response NE 100.0 67.8 74.1 53.0 57.8 39.3 42.2 39.8 
Response CG 100.0 79.6 - - - - - - 
 
Table 4.3: Panel survival in percentages of group totals 
NE = Nascent Entrepreneurs, CG = Control Group. 
WI-t = Wave I telephone survey, WI-m = Wave I mail survey 
 

The Wave I telephone survey is the baseline point for Table 4.3 with the 

number of respondents equated to 100%. As with most longitudinal studies, this 

particular study saw quite a substantial loss of participants, despite the 

substantial efforts to keep the sample complete. The relocation of respondents 

is probably a main reason for the loss. In addition, the willingness to participate 

may have declined over time. Looking at the extent of the database one can 

sense how vast the questionnaire must have been. It is easy to imagine that 

people may have been reluctant to fill out the questionnaire for a second, third 

and fourth time. Especially people with a failing entrepreneurial endeavour can 

be expected to disappear from the participants list. The survey is therefore likely 

to show a bias in the latter waves towards successful founding attempts. Over 

the five-year research period the number of respondents dropped by around 

60% (Table 4.3). In absolute numbers, 330 responding nascent entrepreneurs 

remained in the dataset in Wave IV. The response rate to the mailed 

questionnaire is typically around two-thirds of the response to the telephone 

questionnaire. In the fourth wave, however, the numbers of completed 

telephone and mail surveys are almost equal. Entrepreneurs who had finished 

setting up their businesses in the course of the research period were not 

dropped from the survey, but were asked different questions depending on the 

phase of development of the founding. The ethnic minority oversample was 

dropped from the fourth wave of the study. Table 4.2 labels these 161 cases as 

missing. The fourth wave therefore has only 1100 possible respondents. 

 
4.5  Founding groups 

Chapter 2 proposed a new firm formation classification, based on the inputs 

transferred to the new firm and the influence of existing firms on this process. 

Existing firms partly influence new firm formation through the indirect transfer 

of knowledge and skills embodied in the entrepreneurs. These resources are 

transferred as a result of job mobility: skilled employees turn into entrepreneurs. 

Firms can also directly play a role in the foundation of new firms by allowing the 

transfer of more tangible assets to the fledgling firm. The parent firm can offer, 
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among other things, advice, financial support, and facilities. Figure 4.1 shows 

the classification of foundings as described in Chapter 2. 

Defining individual start-ups, spin-outs, and spin-offs based on 

knowledge transfer has the advantage of staying close to the theoretical 

relationship between resource availability and performance. Spin-offs are 

generally seen as well-performing firms because they have better access to 

resources. Despite this, most spin-off definitions are based on the background of 

the founder, rather than on the resources involved. Following resources removes 

this discrepancy but introduces a measurement problem. Resources are diverse 

and hard to track down. Using the ERC dataset offers a solution to this problem 

since it includes information on the influence of firms and the resources 

embodied in the entrepreneurs. This makes it an excellent dataset to distinguish 

between new firms on the basis of resource inputs. 

 

Indirect resource transfer, through job mobility, is represented by two of 

the variables in the dataset which address the role of the entrepreneur’s 

experience. The variables indicate whether a new firm has been based on 

industry experience or on the specific technological knowledge of the 

entrepreneurs involved. Industry experience and technological knowledge relate 

strongly to the actual production process, from ensuring a steady resource input 

for production to finding suitable customers (see Chapter 3). As a consequence, 

both variables can be seen as examples of specific learning processes. On the 
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Figure 4.1: New firm formation types 
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one hand, this precludes other important skills, such as management 

experience, which can also be important founding factors. On the other hand, it 

respects the view that specific knowledge is the distinguishing element of spin-

offs and spin-outs (Klepper, 2001a). Although the dominant spin-off definitions 

relate the accumulation of specific knowledge to industry experience, source 

firms outside the industry can also generate this knowledge (Weterings and 

Koster, 2005; Boschma and Weterings, 2006). Client firms, for example, can 

have specific insights into the requirements of the market. Entrepreneurs 

coming from client firms can base new firms on this experience. Likewise, 

specialised divisions can provide industry knowledge that goes beyond the 

sector of the company itself. Focussing on the actual transfer of resources 

implies that the source of the inputs is seen to be of less relevance. The 

assumption that spin-offs and spin-outs have to originate from the same 

industry is relaxed. 

 Direct support from the parent firm to the new firm is, unfortunately, not 

conceptualised in the ERC dataset. The dataset does not contain information on 

the nature of the support provided by other firms. However, there is information 

on the legal relationship between the parent company and the new firm. One 

variable indicates whether a parent company has an ownership share in the new 

firm, a second variable identifies firms that were started as part of an 

employee’s job assignment. Here, direct resource transfer is assumed if a parent 

company is involved in either way. This conceptualisation has the obvious 

drawback that there is no proof of actual resource transfer from the parent 

company to the new firm. However, it seems plausible that the new firm will 

have received assistance from a firm if it is involved, either as the initiator or as 

a future participant. However, the nature of the support remains unclear. A 

second point to consider is the possibility that the source firm of the indirect 

resource transfer is not the same firm as the one that provides the support. 

That is, a new firm can be based on industry experience gained in one firm and 

support provided by another. This means that a spin-off can have two parents 

firms. In this situation, the spin-off definition is not followed to the letter. 

However, the theoretical relationship between resource inputs and performance 

are adequately conceptualised with this approach. The focus on resources, 

rather than on the background of the entrepreneurs, makes it possible to relax 

the spin-off definition slightly without compromising the theoretical basis. 

 How large are the various founding groups that result from this 

approach? Both indirect resource transfer and direct transfer are represented in 
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the above variables. Following the classification in Figure 2.3, (individual) start-

ups are identified as founding efforts that have neither indirect nor direct 

resource transfer. That is, the entrepreneur did not use any relevant industry 

experience or specific technological knowledge, and there is no influence from 

another firm. Spin-out entrepreneurs have relevant knowledge of either the 

industry or the technology but there is no parent firm to fall back on. Finally, 

spin-offs score a ‘yes’ on both dimensions. Table 4.4 shows the groups’ relative 

shares. Appendix 4.2 provides the technical details of the classification. 

 
 Screener Wave I Wave II Wave III Wave IV 
Individual start-ups -- 38 % 36 % 29 % 37 % 
Spin-outs -- 49 % 51 % 57 % 50 % 
Spin-offs -- 13 % 13 % 14 % 13 % 
Organizational spin-offs 21 % -- -- -- -- 
      
N 5907 557 441 316 327 
 
Table 4.4: Founding groups in ERC dataset, own calculations 
  

The first thing that catches the eye is the size of the organizational spin-

off group. Of all foundings 21% are corporate spin-offs. Although there is no 

extra information available for this group, it does show that the entrepreneurial 

efforts of existing firms should not be underestimated. This group consists of 

firms that are started as part of the entrepreneur’s job assignment. The founder, 

however, will not own any part of the new company. This type of founding is 

assumed to be totally driven by the parent firm and is regarded as an 

organizational spin-off. Only the screener survey contained information on 

organizational spin-offs, as the consecutive waves focussed on individual 

entrepreneurship. Organizational spin-offs are therefore not included in Waves I 

through IV. The other founding groups cannot be distinguished on the 

information available in the screener survey. 

 The waves show a consistent division among the founding types. The 

questions regarding indirect resource transfer were repeated at each wave and, 

because of this, entrepreneurs can change category. However, most 

entrepreneurs did remain in the same founding group throughout the study 

period. The stable division indicates that panel attrition does not introduce a 

bias among the founding groups, adding to the reliability of the data. That is, 

attrition in the dataset seems independent of the nature of the founding. 

The group sizes in Waves I through IV also offer a general understanding 

of the significance of the founding types. The largest group is spin-outs. This is 

in line with previous research that suggests that most founders have a 
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background in the same industry (Garvin, 1983, see also Chapter 3). Building on 

relevant skills is seen as the underlying principle explaining the reluctance of 

entrepreneurs to change industry. The above finding supports this idea. Spin-

offs make up the smallest group of foundings, although a considerable 

proportion of foundings can be labelled as spin-offs. Even using the strict 

definition applied here, 13% of all new firms can be regarded as spin-offs. This 

is similar to Danish results which also used a rather strict definition of spin-offs 

(Dahl and Reichstein, 2005). Despite being the smallest group, spin-offs are 

hardly a fringe phenomenon, especially if, as expected, they outperform the 

other founding groups. If this is the case then their economic impact will be 

larger than the share of firms leads one to expect. 

 
4.6  Completing the founding process 

Having introduced the dataset and established the founding groups, the issue of 

performance can be addressed. Which firms perform best? The primary 

component of performance addressed in this analysis is the successful 

completion of the founding process. Founding success as such is analysed in this 

section. The more ‘traditional’ performance variables, such as size and turnover, 

are discussed in the following. 

When a firm successfully concludes the founding phase, the first battle 

has been won. The firm leaves the founding phase and can be considered a 

fully-fledged firm. Several demarcation points can be used to pinpoint the 

completion of the founding phase: the first sale, hiring staff, registration at the 

Chamber of Commerce, and purchasing equipment are all possible demarcation 

points. None of these variables, however, apply to all firms in the same way. 

Many companies will never hire employees and would therefore never leave the 

founding phase. The first sale seems a rather defining estimator, but some firms 

are started to facilitate a specific sale which was made at the beginning of the 

founding process. The sale effectively precedes the firm. In order to avoid these 

problems, here, the founding phase is assumed to end when the entrepreneur 

says so! Clearly, this definition also has its limitations. Entrepreneurs may be 

over positive about their founding process and consider the process ended, 

whereas more ‘objective’ measures would give a different conclusion. 

Nevertheless, this method avoids possible chronological pitfalls concerning 

objective events in the founding process. There is also a practical reason. The 

question is used to determine the status of the nascent firms in the ERC dataset. 
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Therefore, adopting the entrepreneurs’ view of their status makes comparison 

across the waves easier. 

 
4.6.1 Descriptive analysis 

By definition, all firms in the first wave are still in the process of starting. The 

ERC study focused on the founding efforts of nascent entrepreneurs and 

therefore operating firms were filtered out beforehand. In Waves II, III, and IV 

the respondents were asked to give their status at that time (variables r502, 

s502, and t502). The dataset distinguishes among several stages of the 

founding process. First, the founding can be an operating business, indicating 

that the founding process is completed. Second, the founding can be labelled as 

an active founding. The founding process is not yet completed, but the 

entrepreneur is working towards it. The third status is that of an inactive 

founding. There, the entrepreneur is currently not working on the founding, but 

the founding process will be resumed later. Fourth, the founding effort can be 

abandoned altogether. In this situation, the status is given the label ‘no more 

work’. If the founding process is not yet completed (i.e. all options except 

‘operating business’), the question regarding the status of the founding is asked 

again in the next wave (see also Appendix 4.3). Founding efforts that have 

reached the status of an operating business are not asked again. Therefore, the 

number of respondents will decline over time. Table 4.5 gives an overview of the 

founding status by group. 

 
 Individual start-ups Spin-outs Spin-offs 

 I II III IV I II III IV I II III IV 
Operating 
business  24 12 15  38 25 16  32 27 47

Active start 100 31 25 15 100 31 30 22 100 30 14 18
Inactive start  20 19 27  18 23 19  22 18 12
No more work  22 42 42  12 20 32  16 41 18
Other  3 2 1  1 2 11    5
          
Total % 100 100 100 100 100 100 100 100 100 100 100 100
N 211 157 67 60 274 224 107 69 71 60 22 17
 
Table 4.5: Progress in founding processes (in percentages), based on founding groups 
defined separately for each wave. Own calculations based on ERC dataset 
  

To give an example of how Table 4.5 should be read, we can focus on 

the spin-out group. In Wave I, all spin-outs are inevitably active foundings since 

the respondents included in the dataset are nascent entrepreneurs. The 

founding process has not yet been concluded, but the entrepreneur is actively 
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trying to establish a new firm. By Wave II, 38 percent of all spin-out foundings 

have reached the status of operating business, and 31 percent are still actively 

trying to establish the firm. The remaining entrepreneurs have stopped 

(temporarily or definitely) working on the founding. The ones who have become 

operating businesses are not asked to answer this question in the next wave. In 

the next wave, Wave III, 25 percent of the remaining firms have reached the 

‘operating business’ phase. The rest have still not completed the founding 

process. In other words, 38% (in Wave II) plus 25% of the remaining 62% (in 

Wave III) have now reached the operating business stage. Finally in the last 

wave, 16% of the remaining spin-outs successfully complete the founding 

process. 

In terms of founding success, the upper row is the most interesting as it 

contains the share of operating businesses. In one year (by Wave II) about one-

third of all respondents managed to finish the founding process. Spin-outs 

perform best with a success rate of nearly 40%. Individual start-ups clearly lag 

behind spin-offs and spin-outs. In Waves III and IV, the success rates drop 

considerably, especially in the start-up and spin-out groups. The likelihood of 

reaching the end of the founding process reduces as time goes on. A thorough 

founding process is usually considered a positive feature, because it is related 

with good later performance (Van Gelderen, 1999). A serious and capable 

entrepreneur uses some time to organise a successful founding. Within the 

founding process itself, however, time seems to be an enemy rather than a 

friend. The longer the founding process lasts, the slimmer the likelihood of 

successfully ending the process. A study using a Dutch version of the ERC 

dataset shows the same trend (Van Gelderen et al., 2003). The results are in 

line with the hypothesis that with the passing of time between initiation and 

completion, it becomes increasingly difficult to adjust the founding process to all 

the changes in the environment (Hannan and Freeman, 1989). An entrepreneur 

needs to act upon the environmental conditions as quickly as possible. Spin-offs 

seem to be the exception to this rule, and the founding success rate actually 

peaks in Wave IV. This result hints at the safety net function offered by support 

received. Even when the founding process proves to be complicated, the support 

of a parent firm ensures successful conclusion. Alternatively, the group 

differences could be explained as a relic of the dataset. The data are left-

censored, since there is no information about the entrepreneurs and their 

founding efforts before Wave I. If there are differences across the initial groups 

regarding the time already spent on the founding, this could also explain the 
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differences in the move to an operating businesses. The dataset does not 

include exact measures of the time already spent on the founding. However, the 

time spent thinking about the business before starting it, which is included, does 

not differ significantly among the groups. The results therefore seem to be real 

differences between the groups, rather than phase differences as a result of the 

data gathering process. 

The higher founding success rates in the final waves make the spin-off 

group, overall, the most successful founding group. The accumulated founding 

success rates across all waves are presented in Figure 4.2. The figure shows the 

total share of the firms that achieve ‘operating business’ status in the study 

period. Spin-outs lead initially, but rates tend to even out over time. After three 

years, 74% of all spin-offs have successfully reached the end of the founding 

process. For spin-outs, the accumulated success rate is 62%, whereas for 

individual start-ups the rate is 42%. Individual start-ups thus lag behind 

considerably. 

 

The approach used in the above allocations allows entrepreneurs to 

change founding groups. The group allocations are established independently 

for each wave. This means a founding effort can be labelled as an individual 

start-up in one wave and as a spin-out entrepreneur in the next. Consequently, 

Wave IVWave IIIWave IIWave I

Total

Individual start-ups

Spin-outs

Spin-offs
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Figure 4.2: accumulated share of foundings that have reached the status of an 
operating business 
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the analyses are necessarily cross-sectional. In order to exploit the longitudinal 

nature of the data fully, the founding groups should ideally be established in the 

first wave and then followed over time. There is also a theoretical reason for 

this; it is likely that the impacts of support and experience need some time to 

develop. Within the dataset a group of 249 loyal respondents was identified. 

These participated in each of the waves and could be classified into one of the 

founding groups in the first wave. This group of respondents was followed over 

time and their founding successes are presented in Table 4.6.  

Of all spin-offs, 88% achieved operating business status in of the waves, 

and at the end of the period 59% of all the spin-offs were still operating 

businesses. Again, spin-offs are the most successful group of foundings. The 

analysis shows that some firms were successfully started and then discontinued 

within the study period. That is, they reached the ‘operating business’ phase at 

one point, but were no longer operating by the last wave. The success rates of 

spin-outs and individual start-ups are considerably lower. However, spin-off 

firms do seem to have higher mortality rates after successfully concluding the 

founding process. The difference between the share of firms that reach the 

operating business phase and the share of firms that are still operating at the 

end of the research period is relatively large for spin-offs. Individual start-ups 

and spin-out firms seem better at surviving once the operation business phase is 

reached. This is in line with the argument that support is only profitable up to a 

point. Firms need to be independent to be a feasible business. However, there 

are alternative arguments. Spin-off firms reach the operating business phase 

relatively quickly which, in terms of a fixed period survey, gives them more time 

to fail. Further, the discontinuation of a spin-off may be for positive reasons, 

such as a take-over. The reasons given for disbandment by the entrepreneurs 

seem to point in this direction. A relatively high proportion of spin-offs are sold 

to other companies (20% of all operating spin-offs, 16% of individual start-ups 

and 4% of spin-outs). Unfortunately, the number of cases is too small to draw 

any solid conclusions on this matter. 

 
 Reached  

operating phase 
Operating 
in Wave IV 

Disbanded after  
successful founding 

Individual start-up (n=85) 49 % 34 % 15 % 
Spin-out (n=130) 65 % 51 % 14 % 
Spin-off (n=34) 88 % 59 % 29 % 
 
Table 4.6: Founding success by founding group 
Based on sample of loyal entrepreneurs (N=249) 
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Overall, founding success in the subsample of loyal respondents is 

somewhat higher than in the whole sample. This means that successful 

entrepreneurs have a somewhat higher propensity of staying in the sample. It is 

not uncommon for longitudinal datasets to show a bias towards success stories. 

Existing firms and active entrepreneurs are easier to track down than abandoned 

founding efforts. Further, it is much more attractive to talk about a business that 

is up and running than about a discontinued effort (Gomm, 2004). 

 
4.6.2 Multivariate analysis 

The descriptive statistics suggest that spin-offs and spin-outs outperform 

individual start-ups, presumably by capitalising on experience and support from 

parent companies. In this section, the effect of experience and support on 

founding success is assessed after controlling for other variables. Founding 

success is defined as reaching the status of operating business within the study 

period. This means that successful foundings are not necessarily still active at 

the end of the study period. The definition of experience used in this chapter 

emphasizes the role of specialised knowledge of the production process. 

However, general knowledge also helps entrepreneurs to start firms (Helfat and 

Lieberman, 2002). Further, there may be additional industry-specific knowledge 

that is not captured in the definition of spin-offs and spin-outs. Both these 

additional knowledge types are represented in the control variables (see 

Appendix 4.4 for the list of variables used). The influence of industry-specific 

skills on the founding success is tested in six models. Models A, B1, and B2 

(Table 4.7) use all the eligible founding efforts in the dataset, whereas models 

C, D1, and D2 (Table 4.8) apply only to solo entrepreneurs. Models C and D 

include additional variables which are applicable only to solo entrepreneurs. The 

variables included in the models represent the general knowledge, specific 

knowledge, and assets of the entrepreneurs involved. The dependent variable in 

all the models is a dummy variable that indicates whether the founding effort 

was concluded successfully in at least one of the four waves. 

The dimension of general knowledge is captured through several 

indicators of experience. The most obvious variables are the age and 

educational attainment of the entrepreneurs (ln age entrepreneur and 
education). Both variables are expected to raise the chances of founding 

success. Chapter 3 shows that general experience may be understood in terms 

of management and entrepreneurial experience. These skills are especially 

relevant for the foundation process of new firms because the entrepreneur picks 
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up needed knowledge related to the organization of businesses. The number of 

years employed in a management function (ln years employed as an 
administrator) and coming from self-employment (self-employed) measure this 

effect. For solo entrepreneurs (Models C and D), assisting activities in other 

founding efforts is also included (solo: helped other founding). All these 

variables are expected to positively influence the successful conclusion of the 

founding process. 

The second dimension in the models contains specific skills. There are 

two sides to this dimension. First, this dimension is represented by the variables 

used to define the founding groups (see Section 4.4 and Appendix 4.2). These 

variables focus on the production side of specific knowledge. The classification 

variables are used in three ways. In models A and C, the founding groups are 

entered as nominal variables (founding group). In models B1 and D1, the 

variables used for the founding group classification are entered (specific 
knowledge and support). Finally, in models B2 and D2, the interaction term 

between specific knowledge and support is added. The interaction term thus 

represents the spin-off group as foundings based on specific product knowledge 

plus support. Second, there is the possibility of specific knowledge which does 

not directly relate to production. This aspect is not captured in the product 

knowledge used to identify spin-outs and spin-offs. Unfortunately, these 

additional skills are not present as such in the dataset, but the industry 

experience of solo entrepreneurs is. Learning effects that are not captured by 

product-related experience are captured by this variable, which is included in 

models C and D. 

The final dimension of the models consists of variables that refer to the 

structure of the founding and the assets available to it. Firstly, group efforts 

(founding team) are generally understood to have greater chances of success 

(see for example Colombo and Grilli, 2003). In a group founding, there is a 

greater chance of complementary skills making it easier to manage all sides of 

the foundation process successfully (Lazear, 2003). This variable is only included 

in models A and B, as the other models only apply to solo entrepreneurs. 

Secondly, having another job while starting up a company could have an effect 

as well (hybrid founding). On the one hand, it can provide an entrepreneur with 

an easy access to resources. On the other hand, it can indicate a lack of 

commitment to the foundation process. Lack of time or commitment has been 

shown to negatively affect performance (Van Uxem and Bais, 1996). Thirdly, the 

financial position of the entrepreneurs is also important (income). Setbacks in 
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the founding process are easier to overcome when the financial position of the 

entrepreneur is good. Gender (gender) is added as a control variable. 

Finally, the models include Heckman lambda correction terms for 

selection bias (Heckman and Sedlacek, 1985). The analysis is based on the 

sample of loyal respondents, and therefore the analyses are possibly biased 

leading to potential spurious inferences. Using Heckman’s correction terms 

mitigates this problem. Tables 4.7 and 4.8 present the results of the regression 

analyses.  

 
 Model A  Model B1  Model B2  
General knowledge:      
Ln age entrepreneur 0.13 (0.45) 0.22 (0.45) 0.21 (0.46)  
Education:    
Low -0.96 (0.74)† -0.81 (0.75) -0.78 (0.75) 
Middle -1.13 (0.68)* -1.06 (0.68)† -1.02 (0.68)† 
High (ref) -- -- -- 
    
Ln years empl. as administrator -0.02 (0.03) -0.02 (0.03) -0.23 (0.03) 
Self-employed (d) 1.55 (0.43)** 1.53 (0.42)** 1.72 (0.44)** 
    
Specific skills:    
Founding group:    
Individual start-up -2.02 (0.72)**   
Spin-out -1.28 (0.70)*   
Spin-off (ref) --   
    
Specific knowledge (d)  0.95 (0.38)** 0.42 (0.42) 
Support (d)  0.05 (0.44) -1.55 (0.75)** 
Support x specific knowledge   0.89 (1.05)** 
    
Assets / control:    
Income:    
Low -0.92 (1.4) -0.72 (1.32) -1.03 (1.40) 
Middle 0.44 (0.67) 0.43 (0.65) 0.47 (0.67) 
High (ref) -- -- -- 
    
Hybrid founding (d) -0.20 (0.45) -0.21 (0.45) -0.29 (0.47) 
Founding team (d) 0.72 (0.41)* 0.70 (0.40)* 0.73 (0.41)* 
Gender (d, male = 1) 0.28 (0.39) 0.45 (0.38) 0.12 (0.40) 
Heckman’s Lambda -1.62 (0.92)* -1.79 (0.89)* -1.37 (0.93) 
    
Intercept 1.07 (5.34) -1.96 (5.24) -1.81 (5.30) 
Nagelkerke R2 0.33 0.31 0.36  
-2 loglikelihood 0-model 240.93  240.93  240.93  
-2 loglikelihood 190.23  194.11  185.59  
N 182  182  182  

Table 4.7: Multivariate estimates of founding success for all foundings. 
binary logistic regression, dep. variable – founding success (1= founding process successfully 
completed), (d) – dummy variable, (ref) – reference group, SE-values in parentheses.  
† - significant at 10% level (one-sided confidence intervals), * - 5% level, ** - 1% level 
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Table 4.7 shows three specifications of binary logistic regressions used to 

assess the effect of previous experiences and support on the founding success. 

Models A, B1 and B2 use the whole subset of loyal respondents, including group 

foundings and solo entrepreneurs. The overall performance of the models is 

good. The Nagelkerke R-square scores are reasonable, and the individual 

influence of the variables is consistent in each model specification.  

Following the order of presentation in the table, we first turn to the 

general knowledge indicators. Overall, general learning seems to have a small 

positive effect on founding success. Age does not play a role, and also 

administrative or supervisory experience has no significant influence. However, 

previous self-employment does increase the chances of successful later self-

employment. This result is in accordance with literature on habitual 

entrepreneurship which regards entrepreneurship as a trial-and-error process 

with a higher chance of success after previous founding attempts (Alsos and 

Kolvereid, 1998). This is because the entrepreneur gains organizational 

knowledge and deploys this in consecutive founding attempts. Hypothesis 3, 

regarding the positive influence of organizational skills, is therefore accepted. It 

should not be overlooked that organizational skills were measured indirectly, 

and that the result only applies to self-employment. Management experience has 

no influence. Education shows an unexpected pattern. Higher education leads to 

better founding chances compared to medium levels of education. This is in line 

with expectations, as the highly educated are assumed to have better general 

knowledge. They can use this knowledge in the founding process. However, 

contrary to this argument, there is no statistically significant difference between 

the highly educated and those entrepreneurs with the lowest level of education 

(in Models B1 and B2). Perhaps this group consists of entrepreneurs without 

many options apart from self-employment. The chances of finding a job as an 

employee with limited education are lower, forcing the entrepreneurs to finish 

the founding process. 

The specific skill indicators show interesting results. In Model A, spin-offs 

clearly outperform other founding types, but the difference between spin-outs 

and individual start-ups (not displayed) is not significant. The combination of 

support and experience (i.e. a spin-off) appears to be especially successful. This 

impression is confirmed in Models B1 and B2. Without the interaction term 

(Model B1), experience boosts the founding success of firms. This is in line with 

Hypothesis 1: product specific knowledge does lead to a smoother founding 

process. However, when the interaction term is added (Model B2), the individual 
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effects of experience and support diminish and the combination of support and 

product-specific knowledge dominates the other variables. Specific knowledge 

still has a relationship with success, but not at a significant level. Support is 

found to then contribute negatively to founding success, which contradicts 

Hypothesis 2. The accumulated impact of the main effects and the interaction 

effect reveals the negative impact of support. Firms that only receive support 

perform badly. This relationship is somewhat mitigated when support is 

combined with specific knowledge, but starting a firm without support is 

apparently the most promising road to successfully completing the founding 

process. Apparently, receiving support does not help a new firm, even in its 

early stages. This conclusion will also appear in Chapter 5, when looking at 

innovation and inputs. Cutting all ties with the parent company may be a 

prominent success factor for new firms. In order to actually contribute to the 

economy and to come up with a viable business plan, independence seems a 

crucial factor. The stories of the successful entrepreneurs in Chapter 3 support 

this idea as they stressed the possible risks of overdepending on the parent 

firm. 

The asset variables have mixed effects. Group efforts have higher 

chances of founding success. The combination of the entrepreneurs’ individual 

knowledge and assets provides better potential of success. Further, there may 

be group pressure not to discontinue the founding process, even when the 

founding process is plagued by setbacks. Hybrid entrepreneurs have somewhat 

lower chances than average of finishing the founding process. This confirms the 

idea that an entrepreneur needs to be fully committed to the task in order to 

successfully start a new firm. It does not mean, however, that such 

entrepreneurs are necessarily less suited for the job. Rather, they have the 

possibility of returning to their previous employment when things go astray in 

the founding process. In contrast to the entrepreneurs with low educational 

attainment, they are not forced to continue the founding process as the result of 

lacking alternatives. Income has no influence on the likelihood of successfully 

completing the founding process. This is somewhat surprising, because capital 

could be used to overcome initial setbacks. The variable is, nevertheless, 

important, as the income variable improves the models considerably in terms of 

the Nagelkerke R-square score. 

 Models C and D (Table 4.8) are based on a subsample consisting of solo 

entrepreneurs only. The models are comparable to Models A and B with one 

exception concerning the operationalisation of the specific skills variables. The 
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operational side of the specific skill dimension is again represented by the 

founding groups, similar to Models A and B. However, there is an additional 

variable which measures the industry experience of the entrepreneurs. This 

variable can be related to spin-off definitions in studies that conceptualise spin-

offs as firms originating from the same industry. The variable captures industry 

experience which is not captured in the definition of the founding groups. 

 
 Model C  Model D1  Model D2  

General knowledge:       
Ln age entrepreneur -0.82 (0.68) -0.49 (0.70)  -0.57 (0.74)  
Education:    
Low -1.16 (1.12) -0.90 (1.14) -1.00 (1.20) 
Middle -1.70 (1.02)* -1.65 (1.00)* -1.91 (1.08)* 
High (ref) -- -- -- 
    
Ln years empl. as administrator -0.01 (0.05) 0.00 (0.05) 0.00 (0.05) 
Self-employed (d) 1.27 (0.77)* 1.31 (0.75)* 1.54 (0.81)* 
Solo: helped other founding (d) -0.45 (0.66) -0.30 (0.64) -0.91 (0.76) 
    
Specific skills:    
Founding group:    
Individual start-up -2.37 (1.24)*   
Spin-out -1.20 (1.13)   
Spin-off (ref) --   
    
Specific knowledge (d)  1.36 (0.78)* 0.76 (0.85) 
Support (d)  -0.65 (0.74) -3.82 (1.69)* 
Support x specific knowledge   5.12 (2.09)** 
    
Solo: industry experience (d) 1.84 (0.89)** 1.61 (0.91)* 1.26 (1.00) 
    
Controls / assets:    
Income:    
Low -3.68 (2.44)† -2.52 (2.24) -4.53 (2.62)* 
Middle -0.85 (1.38) 0.39 (1.26) -0.19 (0.76) 
High (ref) -- -- -- 
    
Hybrid founding (d) -1.97 (0.86)* -1.81 (0.84)* -2.51 (1.00)** 
Gender (d, male = 1) 0.14 (0.63) 0.39 (0.61) 0.58 (0.66) 
Heckman’s Lambda -0.95 (1.47) -1.56 (1.40) -0.44 (1.53) 
    
Intercept 11.80 (8.33)† 5.85 (8.00) 8.12 (8.58)  
Nagelkerke R2 0.50 0.50 0.57  
-2 loglikelihood 0-model 123.37 123.37 123.37  
-2 loglikelihood 80.96  81.47  73.19  
N 95  95  95  

Table 4.8: Multivariate estimates of founding success for solo entrepreneurs. 
binary logistic regression, dep. variable – founding success (1= founding process successfully 
completed), (d) – dummy variable, (ref) – reference group, SE-values in parentheses.  
† - significant at 10% level (one-sided confidence intervals), * - 5% level, ** - 1% level 
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In line with the earlier models, the impact of specific skills is significantly 

positive. Support is again negatively related to founding success. The 

accumulated impact of the main effects and the interaction effects is lower for 

supported foundings than for unsupported foundings. In contrast to the case of 

all foundings (Models A, B1 and B2), solo entrepreneurs do benefit from the 

combinatory effect of support and specific knowledge. The support of a parent 

firm may have a comparable positive effect to working in a team. In a team, the 

skills of the various entrepreneurs can be combined and problems can be faced 

together. For solo entrepreneurs, the extra inputs needed in the founding 

process may be obtained from the parent firm. In order to test the particular 

influence of support and previous experiences on the founding success of group 

foundings, an additional regression analysis was made for group foundings only 

(see Appendix 4.5). The regression shows no influence on success, either 

positive or negative, by support and industry experience. It seems that a team 

of entrepreneurs is sufficiently capable of starting a firm: additional help is not 

necessary. Support (in combination with specific knowledge) seems particularly 

important for solo entrepreneurs. 

Models C, D1 and D2 include an additional industry experience variable. 

While the founding group definitions cover specific knowledge related to the 

production process, other industry-specific skill types may also be important. 

The residual skills (not captured by the support and specific knowledge 

variables) are represented by the industry experience variable. In Models C and 

D1, industry experience does contribute to the explaining founding success. 

Apparently, entrepreneurs take knowledge and skills, other than those related to 

the product, from their previous employer to the new firm. Chapter 3 provides a 

clue as to the nature of these skills. Three knowledge types were identified 

there: knowledge related to operations, organizational knowledge, and 

knowledge related to the business environment of the firm. While operational 

knowledge, notably product knowledge, and organization-related knowledge are 

represented in the models, the third category of knowledge was seen as 

unrelated to the industry background of the entrepreneurs and therefore cannot 

be used as an explanation for the positive effect of industry experience found in 

Table 4.8. The residual influence of industry experience could involve the 

recognition of opportunities (Shane, 2000; 2005), and also the social status of 

the entrepreneur within the sector (Sorenson, 2004; Van Wissen, 2004). An 

entrepreneur can rely on reputation and an extensive network of contacts to 

help in effectively concluding the founding process. In Model D2, industry 
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experience has no effect, which underlines the explanatory power of the specific 

skills indicators. The additional industry experience variable is rendered obsolete 

because its effects have been captured in the skill variables. This result 

strengthens the theoretical argument for focussing on skills rather than on 

background. Nevertheless, the argument needs further substantiation since the 

result only appears in one of the regressions. 

Turning to the other variables, it is clear that very little has changed 

compared with the previous models. The results seem pretty robust. The 

Nagelkerke R-square values for the subsample are higher than before, 

suggesting a good explanation of the variance in the models. The most 

significant difference is the negative influence of hybrid foundings. For solo 

entrepreneurs, hybrid foundings have significantly reduced chances of founding 

success compared with other foundings. In the event of a difficult founding 

process, the easy way out of going back to employment seems more attractive 

than in the context of group starts. Group dynamics perhaps force entrepreneurs 

to continue with a difficult founding process, rather than returning to 

employment. 

In conclusion, the founding success of firms can be explained rather well 

on the basis of the input resources. Hypothesis 1 is confirmed: product specific 

knowledge enhances founding success. Hypothesis 2 is partly confirmed: 

support does have a positive influence, but only when combined with product 

knowledge. Support on its own does not have a positive influence on founding 

success. Hypothesis 3 is also partly confirmed: indeed, organizational knowledge 

seems to be important. However, this is only true for organizational knowledge 

gained in the context of self-employment. Management experience as an 

employee, while leading to organizational knowledge, does not increase 

founding success. 

 
4.6.3 Traditional performance indicators 

Completing the founding process is an important element of success, but it is 

not the only one. In particular the economic impact of a firm is not really 

represented by looking solely at the status of the founding process. Hiring 

employees and making a profit are important variables in indicating the viability 

of a firm and assessing its contribution to the economy. This section addresses 

such traditional measures of performance. 

 Table 4.9 offers an overview of the averaged performance of each 

founding group. The data cells show the founding group with the best score for 
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a particular performance variable in a specific wave. The groups are ranked 

according to the proportion of group members that have reached the stage of 

development represented by the performance variables. In wave I, for example, 

52% of all spin-off firms have a product ready for sale (see Appendix 4.6). The 

corresponding proportion is lower for spin-out firms and individual start-ups. 

Therefore, spin-offs are recorded as the best performing founding group in the 

appropriate cell. This process is repeated for all the cells. Tables containing the 

background data are presented in Appendix 4.5. Notice that the performance 

variables used here are independent of the status of the founding process. All 

founding efforts are included, regardless of their status.  

 
Performance variable Wave I Wave II Wave III Wave IV 
Product ready for sale Sf So So So 
Started marketing effort Sf Sf Sf Sf 
Purchased materials So So So Sf 
Purchased major equipment, facilities Sf* Sf So* IS 
     
Hired employees Sf* Sf* Sf Sf* 
Received income So Sf So Sf 
Made monthly profit Sf Sf Sf Sf 
 
Table 4.9: Alternative measures of firm development (cells shows type with highest score) 
IS - Individual start-ups, So – Spin-outs, Sf – Spin-offs,  
* indicates significant difference to other groups (Chi-square test) 

  

 Based on the results, the spin-off group is again the clear leader in terms 

of being the most successful new firm formation type. In 18 out of the 28 cells 

(64%), spin-off firms outperform the other groups. Spin-outs perform best in 

nine instances, and individual start-ups only once have the highest score: for 

purchasing major items in Wave IV. Purchasing major items is seen as one of 

the variables indicating developments in the founding process (Van Gelderen et 

al., 2003). Other indicators included are the development of products, the 

purchase of materials and the start of a marketing campaign. The economic 

impact of a firm is shown in the lower rows which address a firm’s employment 

creation, income and profit. These variables are especially significant in terms of 

regional economic development and the viability of the firms. Spin-off firms 

perform particularly well in these terms. Although spin-offs seem to consistently 

outperform the other founding types, the differences are often small. In most 

cases, the differences in performance are not statistically significant. The 

significant differences are flagged in Table 4.9 and, taking this into account, the 

success of spin-offs is not so clear-cut. Spin-offs only have a persistent 
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significant advantage when it comes to hiring staff. To an extent, the small 

number of cases limits the statistical robustness of the analysis. Although the 

argument has limited statistical strength, the persistently low scores of the 

individual start-up group do point towards a positive influence of product 

knowledge and support on the performance of new firms. 

 The above results are based on the wave-dependent founding group 

definitions (see also Section 4.6.1) which, in practice, means that firms are able 

to jump from group to group. To correct for this, and to exploit the longitudinal 

nature of the dataset, the economic impact of the founding groups as defined in 

Wave I has been assessed. The graphs (Figure 4.2) use the technique also used 

in constructing Figure 4.1. 

  

 

Spin-offs, once again, have better scores than the other founding types. 

Although they also have the highest scores for income and profit, the gap is 

widest for employment. Close to 80% of all spin-off firms have hired one or 

more employees in Wave IV, compared to only 40% of firms in all the other 
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Figure 4.3: Performance of foundings (in percentages of firms, N = 182) 
Top-left: firms with employees, top-right: firms with income 
bottom-left: firms with profit 
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groups. The differences in terms of income and profit are much smaller. Most of 

the firms have received an income, which is hardly surprising given that the 

firms are expected to last through all four waves. Receiving income correlates 

strongly with survival chances. Firms that are still in the dataset at the end are 

most likely to have received an income. Profit and having employees are less 

vital for survival. As a result, the proportion of foundings in Wave IV with a 

profit or with employees is lower than the proportion of firms with an income. 

The three graphs once again show the importance of the early years. The 

proportion of foundings with an income, with employees, or making a profit 

skyrockets in the first year and then stabilises. As with the survival graphs 

(Figure 4.1), the first years appear to be the most dynamic ones. 

  
4.7  Conclusions 

Spin-offs are a particularly successful type of founding effort. The combination 

of relevant industry-specific knowledge, skills concerning the production process 

and direct support from a parent company enable spin-off firms to stand out 

from the rest. Several other studies have also found empirical evidence that 

supports this statement. However, most of these studies were based on case-

study research in a specific region or industry. Further, the conceptualisation of 

spin-offs has often been based on the previous employment position of the 

entrepreneurs, and this disregards the process of resource transfer that 

theoretically can explain the differences in performance. This chapter has 

provided an empirical analysis based on the actual transfer of resources. 

Moreover, the dataset used includes founding attempts in all industries. The 

results thus have general applicability and the founding groups have been 

compared using the same methodological framework. 

 Three founding groups were defined, based on the product-specific 

knowledge of the founders, and the influence of a third party. Spin-off 

entrepreneurs have both product knowledge and support, spin-outs rely on their 

product knowledge alone, and individual start-ups have to get by without either 

support or specific product knowledge. Spin-outs form the largest group and 

spin-offs are relatively rare. This is in line with previous findings that show that 

most entrepreneurs base their business ideas on experiences they have had with 

products. 

 The performances of the three founding types have been compared and 

the differences explained. Performance is conceptualised as the successful 

completion of the founding process. This is a rather unusual measure, but it has 
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certain advantages over more traditional measures of performance, such as firm 

survival. The discontinuation of a firm is not necessarily an indicator of bad 

performance. A successful firm may be sold to another firm, in which case the 

firm is discontinued despite being successful. Discontinuing the founding process 

is regarded as a clear sign of a failing founding attempt since each entrepreneur 

has the intention of completing the founding process. 

 The results show that particularly a combination of support and product-

specific knowledge offers the best chances of completing the founding process: 

spin-offs have better chances of successfully completing the founding process 

than other founding types. Expectations seem to be met in the case of spin-offs, 

but for spin-outs the story is not so clear-cut. Although the descriptive statistics 

do suggest that spin-outs have a slight edge over individual start-ups, the 

differences are generally small and not statistically significant. A positive role for 

product-specific resource inputs on founding success is therefore not confirmed. 

The same conclusion applies to support: support as such is not a guarantee of 

founding success. Support without any product sense can even result in a 

reduced likelihood of founding success. This backs the view that support is not a 

panacea for all entrepreneurial problems. Chapter 5 will reach the same 

conclusion when, albeit based on a different dataset, the innovative behaviour 

of firms is addressed. If, however, both these elements are combined, the 

prospects of a new firm are better. It is the combination of support and product 

knowledge that explains the enhanced viability of spin-offs. Note, however, that 

this conclusion applies most strongly to solo entrepreneurs. Group foundings 

seem to be less dependent on support, and even the combination of support and 

product-specific knowledge is not necessarily beneficial. Full independence 

seems to be crucial in the context of group foundings, whereas solo 

entrepreneurs can benefit from parent firm support. 

 Additional factors which relate less directly to spin-offs in particular 

include the positive effects of previous entrepreneurial experience and a 

background in the same industry. The first factor stresses the importance of 

organizational skills in the founding process. The analysis shows that skills 

gained from self-employment are more valuable than managerial skill developed 

in previous supervisory functions. Perhaps in the later stages of firm 

development, especially in growing firms, managerial experience will become 

more valuable. The second finding is the positive impact of an industry 

background. This indicator lies outside the theoretical framework of resources, 

and stresses the importance of the career background of the entrepreneur. Its 
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positive influence indicates that product-related knowledge is not the only factor 

that explains the founding success of new firms. There are other types of 

resources that positively contribute to founding success. Knowledge related to 

the structure of the industry combined with a good reputation is a likely 

candidate. 

 Finally, the results show that the founding process is shaped in the early 

years. Considering the whole population, it is clear that, generally, the first two 

years are the most important. Most firms complete the founding process within 

two years. If there is no success within that period, the chances of successfully 

completing the founding process are sharply reduced. 
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Chapter 5. Experience, networks and 
innovation 

5.1  Introduction9 

On the population level, new firm formation is an important generator of 

economic dynamism and rejuvenation (Carroll and Hannan, 1999). New firms 

introduce products and new forms of organization. They contest the current 

state of affairs and force incumbents to rethink and re-evaluate their business 

operations. Firms that are unable to live up to the challenges posed by the 

newcomers may disappear (Schumpeter, 1912). Given these effects, new firm 

formation is surrounded by an aura of progress. This is not always justified, 

however. Although new firm formation, by definition, entails the establishment 

of a new organization, it does not necessarily involve the introduction of new 

products, new production processes, or new production routines. Most new firms 

are in reality followers in the market and duplicate existing organizational 

structures and products (Aldrich, 1999). The findings in Chapter 3 agreed with 

                                                 
9 This chapter is based on a joint paper: Weterings A.B.R. and S. Koster (2005). Inheriting 
knowledge and sustaining relationships: What stimulates the innovative performance of 
software firms in The Netherlands? Presented at DRUID conference, Utrecht. An adapted 
form of this paper has also been published in Weterings A. (2005), Do firms benefit from 
spatial proximity? Testing the relation between spatial proximity and the performance of 
small software firms in the Netherlands. KNAG / Faculteit Geowetenschappen Universiteit 
Utrecht, Utrecht. 
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this observation. Most entrepreneurs continue the same daily activities they 

carried out as an employee. In the light of Chapter 4, this may be understood as 

part of a survival strategy. New firms take existing resources and skills, which 

have proven their merit, and use these to establish a well functioning new firm. 

Relying on existing resources and skills increases survival chances, but the 

impact on economic renewal (or innovation) may be limited. On the one hand, 

experienced entrepreneurs may deploy their industry-specific knowledge about 

production processes and markets to identify the need for new products and 

processes. On the other hand, innovative behaviour needs a certain thinking 

outside-of-the-box attitude, which could be difficult for firms based on previous 

experiences. 

Innovation has always been an important element in explaining economic 

development, and its influence is still increasing. Baumol (2002) even goes as 

far as to state that it has replaced price as the name of the game in some 

industries. Understanding the innovative behaviour of firms is one of the major 

challenges in contemporary economic research. Despite the generally accepted 

link between new firm formation and progress, the innovative performance of 

young firms has so far received little attention. Innovation has mostly been 

studied mostly in the context of large, established firms (see for example 

Chandler et al., 1998; Pavitt, 1999; Dosi et al., 1998). Although the scale of 

analysis differs, the theoretical ideas that apply to large firms can be transferred 

to the context of smaller units. In the resource-based perspective, the 

innovative performance of firms is contingent on the resources and capabilities 

of the firm (Pavitt, 1998). For new firms, the resources and capabilities are 

acquired through the prior experiences of the entrepreneurs and through the 

networks in which they operate (see also Chapter 2). As shown in the previous 

chapter, this line of thought is commonly used in assessing performance of new 

firms. However, the possible effect on the innovative performance of the new 

firm has received much less attention (Agarwal et al., 2004). This chapter tries 

to fill this research gap by examining the relationship between the skills and 

support available to new firms and their innovative output. 

The chapter starts with a brief introduction to the concept of innovation 

and how it can be addressed in the light of the theoretical framework of Chapter 

2. This leads to several testable hypotheses. Sections 5.3, 5.4 and 5.5 introduce 

the dataset and the results of the empirical testing. Section 5.6 summarizes and 

draws conclusions. 
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5.2  Theoretical framework and hypotheses 

 

5.2.1 Innovation 

Currently, innovation is a popular research topic, both on the firm level and on 

the regional level, for example in cluster research. The surge in research has 

resulted in a myriad of innovation definitions. A thorough discussion of 

innovation definitions is beyond the scope of this chapter, but those interested 

can consult Weterings (2005), Gordon and McCann (2003), and work of Teece 

and Dosi (for example Dosi et al., 1998). In this chapter, the concept of 

innovation is used similar to that of Gordon and McCann (2003): innovation 

alludes to newness, improvement, and uncertainty. With regard to newness and 

progress, the distinction between innovation and invention is important. 

Innovation not only involves the discovery of new possibilities (invention), but 

also their economic implementation. In order to be successful economically, the 

new proposition has to contain elements of progress or improvement. Further, 

the process leading to innovation has many elements of uncertainty, making the 

outcome of the process hard to predict. Agents in the innovation process have 

to assess and cope with the uncertainty involved. 

The issue of uncertainty leads to an important feature of innovation: its 

path dependency at the firm level. The innovative performance of a firm is 

determined to a large extent by its previous innovative activities (Pavitt, 1984; 

Chiaromonte et al., 1993). In order to limit the uncertainty in the innovation 

process firms rely on their previous experiences and build upon the capabilities 

they have accumulated (Teece, 1998). These capabilities are firm specific, and 

cannot be acquired freely on the market (Fransman, 1998). In line with the 

general theoretical framework of Chapter 2, experiences are the key in 

describing and understanding the driving forces behind innovation. The 

innovative performance of new firms is assumed to be related to the previous 

experiences of the entrepreneurs involved and the ways in which they can tap 

into other pools of specific knowledge in order to innovate. The following 

sections discuss the links between internalised skills, networks and innovation. 

 
5.2.2 Inter-firm knowledge transfer through job mobility 

Most relevant skills and knowledge are established during daily working activities 

and contacts with colleagues (Power and Lundmark, 2004). As a result, job 

mobility is an important mechanism for inter-firm knowledge transfer. 

Employees take some of the ‘tacit’ knowledge, acquired as an employee, to 
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another firm (Almeida and Kogut, 1999). Labour mobility is a particularly 

important source of knowledge spillover in industries where a large part of the 

knowledge base is integrated in human capital, such as business service firms. 

The most explicit transfer of knowledge between firms occurs when an employee 

decides to start a new firm. In new firms, entrepreneurs can freely use their 

experiences. In moving to an existing firm, a knowledge base is already in place 

and the transfer of knowledge is restricted by the absorptive capacity of the 

existing firm (Cohen and Levinthal, 1990). 

The previous experiences of founders lead to the accumulation of 

operational skills, organizational skills and skills for interacting with the business 

environment (Chapter 3). Skills are internalised in entrepreneurs, and constitute 

the founders’ human capital. In line with Chapter 2, a distinction between 

industry-specific experience and entrepreneur-specific experience is seen as 

relevant (Brüderl et al., 1992; Brüderl and Preisendörfer, 1998; Helfat and 

Lieberman, 2002). Industry-specific experience is specific to certain technologies 

and industries (‘how to develop a product’), whereas entrepreneur-specific (or 

organizational) experiences relate to the organizational part of business (‘how to 

run a business’). 

 Industry-specific experience is prominent in the literature on spin-offs. 

Spin-offs are often defined as companies started by former employees of 

incumbent firms in the same industry (Dahl et al., 2003; Garvin, 1983; Klepper, 

2001a). In this study, foundings based on industry experience are called spin-

outs as proposed by Agarwal (2004). Spin-off firms also require the direct 

support of parent firms (Figure 2.3). Compared to firms established by founders 

lacking industry-specific knowledge, spin-outs can have several competitive 

advantages. The analysis in Chapter 3 identified knowledge about production 

and operations as the most relevant skills type related to industry experience. 

The entrepreneurs know how to make the product, and how the production 

process can be shaped. However, there are other possible advantages. Prior 

working experience at related firms provides founders with information about 

future business opportunities or niche markets (Shane, 2000). Further, these 

companies are the main source of potential employees (Sorenson, 2003). The 

founder may also have established a reputation in the industry which increases 

the chances of obtaining founding capital from investors (Stuart and Sorenson, 

2003). Especially knowledge about developments within specific markets can 

form a good basis for successful innovation. Combined with technological 

knowledge, the identification of opportunities and niches in the market can be 
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seen as likely to induce successful innovation of the product or production 

processes. 

As noted earlier, industry-specific skills are not necessarily exclusively 

available to employees that have worked in the industry. Very specific skills can 

also be obtained from other sources. This is the main reason why spin-off 

definitions based on the industry background of entrepreneurs are incomplete. 

At least two other sources of industry-specific knowledge are relevant. First, 

industry-specific knowledge can be built up while working in a related industry. 

Klepper and Simons (2000) showed how the Television receiver industry 

developed largely from the related radio industry. The experiences gained with 

the technology of developing radios could easily be applied to the new 

technology, giving firms that came from the radio industry an advantage over 

other entrants. Using the industry background definition, these new television 

firms would not qualify as spin-offs. However, largely the same learning effects 

apply. Specific technological knowledge about producing radios facilitated the 

step to the production of television sets. Second, specific experiences can also 

drive ‘user entrepreneurs’ (Shah and Tripsas, 2004). Users of products and 

technologies are considered to be an important source of innovative ideas (Von 

Hippel, 1988). Although most users will simply inform suppliers about their ideas 

on how to adapt a product to improve its functional and technological 

performance, in some cases users will decide to start a new firm in order to 

exploit their valuable insights. These, so-called, ‘user entrepreneurs’ have 

relevant industry-specific experiences because they have a good understanding 

of emerging consumer preferences. Especially in rapidly evolving and volatile 

markets, user knowledge can give a competitive advantage. In the initial phases 

of a product lifecycle, user needs are constantly changing and manufacturers 

can have difficulties in determining the most successful product design or niche 

market. Compared to other entrants, user entrepreneurs may be able to 

estimate demand for products or services more accurately. This means that 

innovative efforts can be directed more precisely and, as a consequence, the 

innovative performance of the firms can be higher. This observation that 

different backgrounds can render the same industry-specific skills once again 

stresses the view that it is not the background that makes the difference: it is 

the skills generated as a result of this background that are relevant. 

In contrast to industry-specific experiences, entrepreneur-specific 

experiences are the result of working experience in a certain position rather 

than in a particular industry. Important indicators of relevant entrepreneur-
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specific experience are previous self-employment spells and management 

functions occupied (Brüderl et al., 1992). Organizational experience provides 

founders with skills such as delegating authority, designing incentives, and 

controlling results. In general, this experience is likely to positively affect firm 

performance, because a large proportion of the work of an entrepreneur 

involves organising and managing the firm and its employees (Brüderl et al., 

1992). With respect to innovative performance, industry-specific experience is 

valuable when it comes to determining opportunities for innovation and working 

out the technical aspects of the process. However, the development of new 

products or processes can still fail if the founder is unable to coordinate and 

manage learning processes within and between firms (Penrose, 1959). 

To briefly summarize the argument, there are three types of industry-

specific skills: those associated with industry experience (as in spin-outs), 

experience from a related industry, and user experience. Entrepreneur-specific 

or organizational skills are applicable in all industries and relate to the 

management of a new firm. Founders can gain such experiences by prior 

working in two types of functions: as a manager or as an entrepreneur. Both 

types of experience are seen as necessary to become a successful innovator. 

These arguments lead to two testable hypotheses: 

 

Hypothesis 1: The industry-specific skills of a founder (associated with spin-outs, 

working experience in a related industry, or as a user entrepreneur) have a 

positive effect on the innovative performance of the firm. 

 

Hypothesis 2: The organizational skills of a founder, established either as a 

manager or as an entrepreneur, have a positive effect on the innovative 

performance of the firm. 

 
5.2.3 External pre-established relationships 

Another way in which new firms can benefit from knowledge transfer is through 

the founders’ relationships with other firms (Sorenson, 2003). Entrepreneurs are 

neither isolated nor autonomous. They engage in external relationships that 

develop through shared education, family or other personal connections, 

overlapping memberships, inter-firm mobility, joint ventures, or other 

collaborative agreements (Brüderl and Preisendörfer, 1998; Pennings et al., 

1998). These, so-called, pre-established relationships help entrepreneurs to 

access relevant knowledge and other resources for innovation, possibly to 
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compensate for gaps in the internalised skills of the founder. Pre-established 

relationships can be vital for discovering business opportunities or for testing 

new ideas among customers (Brüderl and Preisendörfer, 1998; Lee et al., 2001). 

Consequently, the innovative performance of firms is expected to be greater 

when a firm can benefit from pre-established relationships. 

The relationship between a founder and their previous employer is an 

important example of a relevant pre-established relationship. The founder and 

the previous employer are, by definition, connected and it may be easier to use 

this link than to establish new relationships. A continuing relationship with one’s 

previous employer is likely to affect the innovative output of a new firm. It is, 

however, unclear in what way. Continued contacts with a former employer can 

have both positive and negative effects on the innovative performance of the 

new firm (Granovetter, 1985). Innovation is affected positively because the 

entrepreneur may be able to use the link with the previous employer to provide 

easy access to resources for innovation. It can ensure a good resource base for 

innovation. However, the sharing of resources is neither automatic nor 

inevitable. Firms have very good reasons to hoard their resources in order to 

retain a competitive advantage. Nevertheless, resource transfer can occur. If the 

employee and employer part on good terms, a trust relationship may be in 

place, and based on this trust relationship, knowledge or other resources may 

be transferred (Boschma, 2005). Further, as discussed in Chapter 3, firms can 

have strategic reasons for helping an employee to set up a new firm. Employees 

who have parted on good terms with their previous employer can receive 

technological or organizational support. Innovative output is expected to be 

higher for such firms. Innovation can also be negatively affected. If the 

relationship between the new firm and the previous employer is too tight, the 

new firm can be locked into the structures and routines of the parent firm. This 

limits the ability to search for new ideas and could reduce the innovative output 

of the firm. A close relationship with the parent company may also result in a 

lack of autonomy or greater bureaucracy which reduces the new firm’s ability to 

adapt to changes in demand or technology (Agarwal et al., 2004). 

Also empirically, the effects of pre-established relationships on 

performance are unclear. Brüderl and Preistendörfer (1998) found firms that 

performed better when founders continued contacts with their previous 

employers. This provides empirical validation of the resource-availability 

hypothesis: supported firms perform better because of their superior access to 

resources. In contrast, two other studies found negative performance effects for 
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affiliated (Brüderl et al., 1992) or incumbent-backed firms (Agarwal et al., 

2004), supporting the lock-in hypothesis. These studies used legal arrangements 

to identify the pre-established relationships between previous employers and 

entrepreneurs. The new firms were, for example, franchise organizations or joint 

ventures. The focus on legal ties may favour the lock-in hypothesis since the 

firms are not fully independent of their parent firms. The legal ties ensure a 

continued influence of the parent firm. Independent firms with continued 

contacts may be less committed because there are no constraining legal 

obligations. As a result, they could exploit the benefits of a continued 

relationship with the previous employer without being hampered by legal 

dependency. In this chapter, the new firms considered are independent, and 

therefore the resource availability hypothesis is used: 

 

Hypothesis 3: A continuing relationship with the founder’s previous employer 

after the start of the new firm has a positive effect on its innovative 

performance. 

 
5.2.4 Spatial proximity and resource transfer  

Both internalised knowledge and external relationships have spatial dimensions. 

In particular, the nature of external relationships is significantly affected by 

distance. Firstly, distance matters in maintaining relationships, especially if the 

transfer of knowledge is involved. Spatial proximity facilitates regular face-to-

face interactions between firms, making knowledge exchange easier (Feldmann, 

1994). Applying this idea to a continuing relationship with a previous employer, 

firms located near the former employer are more likely to benefit from 

knowledge exchange since relevant knowledge can be exchanged more 

efficiently. Secondly, firms are likely to perform better when they are established 

in the same region as where the founder used to work (Sorenson, 2003). Firms 

with entrepreneurs loyal to the region are more likely to benefit from the 

founders’ reputations and pre-established relationships than firms that are 

established further away. When a new firm is established outside the home 

region, the risks surrounding a founding increase (Stuart and Sorenson, 2003). 

Pre-established relationships and the founder’s reputation in the region can help 

a new entrepreneur in the development of innovations. Investors may be more 

willing to provide the required capital and customers may want to test the new 

product. A few empirical studies have shown that firms where the entrepreneurs 
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have working experience in the region do benefit more from pre-established 

relationships (Sorenson and Audia, 2000; Stuart and Sorenson, 2003). 

Unlike with external relationships, space has no fundamental bearing on 

the transfer of internalised skills and routines. Skills and routines are embodied 

in the founder and are unaffected by distance (Klepper, 2002). They travel with 

the person and can be taken anywhere. However, in everyday life, internalised 

skills are localised in much the same way as external links. The underlying 

reason is the attachment of the founders to the environment in which they live. 

Social contacts tie people to a region, causing internalised skills to also be rather 

immobile. Note, however, that the application of the skills is indeed not affected 

by distance. The founder could take the skills to a different region and apply 

them there, but regional attractive forces keep the founder, and as a 

consequence the skills, in the region. Although internalised skills and knowledge 

can be transferred anywhere, this could involve costs. Some of the knowledge 

can have a local component. For example, information on markets and labour 

market population has a certain degree of localisation. Much as specific 

technological knowledge can be difficult to apply in a different firm, certain local 

knowledge can become less beneficial in other settings. 

The above observations lead to Hypotheses 4 and 5: 

 

Hypothesis 4: Establishing the firm in the same region as the previous workplace 

of the founder has a positive effect on the innovative performance of the firm. 

 

Hypothesis 5: The expected positive effect of having a relationship with the 

previous employer is strengthened by spatial proximity between the new firm 

and its founder’s previous employer. 

 
5.3  Data and research method 

 
5.3.1 Data and research population 

The data for the empirical analysis are derived from a telephone survey 

involving Dutch software firms. The survey was part of a larger study into the 

driving forces behind innovation, and more generally firm performance, within 

this industry (Weterings, 2005). A comprehensive account of the dataset can be 

found in this reference. This section describes those aspects of the data 

collection process which are most critical to this part of the research. 
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 The data on the innovative performance of software firms was collected 

in three steps. In the first step, the total population of economically active 

software firms with two or more employees was identified using the business 

register of the Dutch Chambers of Commerce (CoC). In the second step, a 

screener survey identified an appropriate research population. At this point, the 

accuracy of the CoC data was also assessed and updated where necessary. 

Finally, in the third step, the firms, which met the criteria for entering into the 

research population, were questioned in more detail about their characteristics 

and innovation activities. This was achieved through a telephone survey. In 

order to progress to the third step, firms had to meet two criteria: they had to 

develop software with the aim of selling it commercially, and they had to be fully 

independent firms. The first criterion ensured that the main activities of the 

firms would be similar. This was important because, even within an industry, the 

actual product types of the firms can differ considerably. This can result in 

unobserved heterogeneity, leading to spurious empirical results (see also Brüderl 

and Preisendörfer, 1998; Lee et al., 2001). By including legally independent 

firms only, possibly intervening strategic considerations that influence the 

processes in subunits of larger firms are avoided. The entrepreneur and his or 

her new and independent firm form the units of analysis. Out of all the Dutch 

software firms, 617 firms met the criteria. The response rate to the telephone 

survey in Step 3 was 43%, resulting in 265 software firms in the final dataset. 

This sample was representative of the total research population in terms of size, 

NACE registration codes and location across the Netherlands. 
 

5.3.2 Variables and research method 

The empirical analysis revolves around two key concepts. The first concept is 

innovation itself. The second concept consists of the inputs into the innovation 

process. The inputs are assumed to be either internalised in the entrepreneur, 

or externalised in networks. 

Innovation is the dependent variable in the analysis. It is measured as 

the ‘innovation output’ of firms. Here, this is defined as the percentage of the 

current output resulting from sales of a new product or new service. More 

traditional measures for the innovative performance of firms include R&D 

investment and patents. However, both indicators have an important drawback: 

they provide no information on the market success of the innovation. R&D 

investment only indicates the attempts of a firm to innovate and not the returns, 

while patents are not necessarily commercialised. Furthermore, most innovations 
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in the software industry are not protected by patents as large elements of the 

knowledge base of such firms are embodied in their employees. Innovation 

output offers the possibility of measuring the success of a firm’s innovation 

efforts (Kleinknecht, 1996). Measuring innovation in this way takes into account 

both the newness dimension of innovation and the associated progress. 

Unsuccessful innovations are unlikely to provide any significant market benefits. 

 ‘Innovation output’ was based on two questions. In the first, respondents 

were asked whether they had introduced any products or services between 2000 

and the date of the interview (June or July 2003). Of all the eligible firms, only 

42 had not introduced a new product to the market in this period. These firms 

were dropped from the analysis. If these firms had been included in the 

analyses, the interpretation of zero-value in the dependent variable would be 

uncertain. A ‘zero’ could indicate a firm without a new product and therefore no 

innovative output, or it could indicate a firm with a new product that has not 

rendered any income. These are two distinct situations, and leaving both cases 

in the analysis could lead to spurious correlations10. The second question 

assessed the share of total turnover due to sales of products introduced in the 

study period (see also Kleinknecht, 1996). This percentage reflects the innovative 

output of the firm.  

Firms, started within the time period considered (2000 – 2003) were also 

excluded from the analysis (46 cases). New products introduced by these firms 

are likely to be their only source of income, which would put their innovation 

output at 100%. Accounting for missing values, 169 cases were carried forward 

to the analysis. 

 The internalised skills, i.e. the first group of independent variables, were 

measured by several dummy variables relating to the previous experiences of 

entrepreneurs. As noted earlier, these experiences are not seen as the 

distinctive features of entrepreneurs, rather it is their skills. In Chapters 3 and 4, 

the skills were entered directly into the analysis. The dataset used in the current 

analysis does not allow this approach. However, the backgrounds of the 

founders are classified more precisely than in much previous research. By 

distinguishing between several background types (and not only industry 

experience for example), the internalised skills can be identified more 

accurately. In some studies, the number of founders is included as an 

independent variable to account for the heterogeneity and complementarity of 

                                                 
10 Although excluding the 42 cases removes ambiguity in the dependent variable, a selection 
bias may be introduced as a result. This problem is addressed in Appendix 5.1. 
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founders’ competences (Colombo and Grilli, 2005). Since this study includes 

information about the relevant working experience of all founders, the individual 

independent variables account for the multiple experiences in group foundings. 

A firm founded by a group of entrepreneurs can score a ‘1’ (i.e. present) for 

several different indicators of working experience. Consequently, it is not 

necessary to include the number of founders in the analysis. 

Industry-specific skills are reflected in three variables. The first variable 

is ‘spin-out’. This is a unity variable indicating working experience by (one of) 

the founder(s) in the software industry. The term spin-out is used here because 

it is commonly used to indicate entrepreneurship involving industry experience 

(Agarwal et al., 2004). This makes comparison with other research easier. It 

should be kept in mind though that, while regarding resource transfer as the 

guiding element, other mechanisms may also be in place. The second variable, 

‘related industry’, is one such possible mechanism. It measures whether (one of) 

the founder(s) used to work in the ICT industry, but not in the software sector. 

Finally, the potential effect of having experience as a user of software is 

represented by the variable ‘user entrepreneur’. Entrepreneur-specific skills are 

thus linked to the previous functions of the entrepreneurs. The variable 

‘manager’ captures previous leadership experience of the founder, and the 

variable ‘habitual entrepreneur’ indicates whether the founder had previously 

been an entrepreneur before starting the current firm. 

The second group of independent variables measure the potential access 

to resources through pre-established relationships. When one of the founders of 

the firm had previous working experience, respondents were asked whether the 

founder continued to have business contacts with their previous employer 

directly after the start of the firm. In a follow-up question, respondents were 

asked to characterize that relationship. Only firms with parent firms that are 

customers, suppliers, or providers of financial, technological, or organizational 

support received a value of ‘1’ for the variable ‘relationship with previous 

employer’. Firms whose founders did not have any prior working experience 

received a value of ‘0’ because they could not have benefited from such support. 

The variable ‘Location near previous employer’ indicates whether the new firm is 

located within a 50 kilometre range of the founder’s previous workplace. From 

previous empirical studies, one can expect most of the entrepreneur’s daily 

routine to take place within this region, and this area also covers most of a 

firm’s labour market (Schutjens et al., 1998; Stam, 2003). The interplay between 
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geography and relations with previous employer is expected to be strongest in 

this range. 

Finally, four control variables are included that have been shown to 

influence the innovative performance of software firms: ‘innovation input’, 

‘radical innovation’ (indicating the type of innovation) and the ‘size’ and ‘age’ of 

the firm (Boschma and Weterings, 2006). A firm that invests heavily in developing 

new products and services is expected to have a higher innovation output. 

Innovation input is measured as the percentage of total employment dedicated 

to the development of new products or services. The type of innovation variable 

reflects the differences between an incremental and a radical innovation. 

Incremental innovations are assumed to have a greater beneficial effect on 

innovation output. In most cases, firms are more successful if they develop new 

products or services that build on their existing capabilities and experiences 

(Baumol, 2004; Tidd, 2001). Firm size, which is measured as the number of full-

time employees, is expected to have a positive effect on the innovative 

performance of a firm. Company age is expected to have a negative effect as 

previous studies have shown that younger firms tend to be more innovative than 

older firms (Kleinknecht, 1996). The age of the firm may be especially important 

because the effect of working experience and pre-established relationships is 

likely to diminish over time as the production process standardises and the firm 

has gathered all the resources necessary for production. To account for this 

possible effect, interaction terms with age are included in the analyses. 

The hypotheses formulated were tested using Tobit regression models 

for each set of independent variables. The dependent variable ‘innovation 

output’ cannot take a value below zero or be above 100. It is, therefore, a 

limited dependent variable. Consequently, the distribution of innovation output 

will be skewed since 12 firms score a 0 (7.1%) and 14 firms a 100 (8.2%). An 

OLS regression assumes that the dependent variables can take on any value and 

this can result in inconsistent estimators and predictive values below the zero 

limit (McDonald and Moffitt, 1980). Tobit models, fortunately, can handle 

dependent variables above (or below) limit values. The models were estimated 

using maximum likelihood estimation in LIMDEP. Tobit models do not include an 

R-square, but a modified version of the McKelvey-Zaviona statistic is used to 

calculate a pseudo R-square as recommended by Veall and Zimmerman (1994). 
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5.4  Previous experience and relationships 

This section addresses the prevalence of previous experience and pre-

established relationships in the Dutch software industry. First, the backgrounds 

of the entrepreneurs are indicated, showing the origins of the entrepreneurs and 

their previous experiences. Second, the occurrence of business relationships 

with previous employers is addressed. 
 

5.4.1 Previous experiences of the founders 

Figure 5.1 shows the relative occurrence of the various previous work 

experiences of the founders. The graph shows the percentage of firms in the 

total sample that potentially benefit from the founders’ previous industry-specific 

and organizational experiences. Note that the shares do not add up to 100%. 

Firms can be included in more than one category because of group efforts (58% 

of the firms have a founding team) and each of the founders can bring different 

experiences to the firm. 

 

While the entrepreneurs have diverse industry backgrounds, some 

pattern is apparent. First, the number of firms started by entrepreneurs with no 

working experience is low. Most entrepreneurs come from a position as an 

0 5 10 15 20 25 30 35 40   %

Manager experience

Entrepreneurial experience

No working experience

Other industries

Knowledge institute

User entrepreneur

Related industry

Same industry (spin-out)

Figure 5.1: industry-specific and entrepreneur-specific experiences.  
Percentages indicate the share of firms by experience type (N = 265 firms) 
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employee. This was also found in the data presented in Chapter 3. Second, 

many firms are started by entrepreneurs that originate from within the same 

industry (i.e. spin-outs). Almost one-third of the Dutch software firms 

investigated are spin-outs with at least one of the founders coming from the 

software industry, either as an employee or as an entrepreneur. Although this 

result confirms Garvin’s remark that entrepreneurship backed up by industry 

experience is the most common type of entrepreneurship (Garvin, 1983), in 

comparison to other studies the share is rather low. Dahl and Reichstein (2005) 

found that 67% of all entrepreneurs come from the same industry. Chapter 3, 

which also concerned founding efforts across industries, had an equivalent 

percentage of 63%. The low entry barriers in the software sector could account 

for this difference: new entrants only need some programming experience and a 

computer (Haug, 1991). Most new firms are so small that they hardly need any 

founding capital or office space (Sivitanidou, 1999). The threshold to entering 

the software industry is thus low compared to other industries, leading to 

relatively many newcomers. The booming demand for computing services in the 

second half of the 1990s may also have encouraged entry by entrepreneurs from 

non-related industries. The finding that 26% of the entrepreneurs sampled come 

from a non-related industry provides some indirect evidence for this argument. 

The relatively low spin-out rate in the software industry is perhaps linked to the 

narrow definition of the industry used in the analysis. Because of the narrow 

definition, entrepreneurs have a greater likelihood of originating from outside 

the software industry. Only a limited number of activities are defined as part of 

the software industry, which makes the outside world larger, leading to more 

entries from outside the industry. When entrepreneurs from related industries 

(i.e. the whole ICT industry) are included, the share approaches the levels found 

in other studies. The third observation is that the impact of knowledge institutes 

and user firms is limited. Although user industries produce relatively few 

entrepreneurs, they could still provide a good background for innovation. 

With respect to entrepreneur-specific experience, more than one-third of 

the founders have experience as a manager, and 18% of the firms are founded 

by so-called habitual entrepreneurs with previous entrepreneurial experience. In 

most cases, these founders were serial entrepreneurs who had ended their 

involvement in other firms before starting up the new one. 
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5.4.2 Relationship with the founder’s previous employer 

Apart from the resources internalised in the entrepreneur, resources extracted 

from the entrepreneurs’ networks do play a role in the founding of new firms 

and their consequent behaviour. As suggested in the theoretical introduction to 

this chapter, the relationship with a previous employer implies straightforward 

access to a resource supply. In the software industry, observations support the 

theory: almost 40% of all software firms founded by an entrepreneur with 

industry experience (233 firms) have continuing relationships with the previous 

employer of at least one of the founders immediately after the start of the new 

firms. In most cases, the firms establish a supplier relationship in which the 

parent firm becomes one of the first customers of the new firm (73%). In 

another 14% of the cases, the entrepreneur is hired by the parent firm to advise 

or to conclude running projects. In the remaining 13%, parent firms actually 

give direct support to the new firm in the form of advice or financial, 

technological, or organizational support. These firms thus receive both 

internalised knowledge and direct support. In terms of the classification method 

defined in Chapter 2, these firms classify as spin-offs. Although the method 

differs from the measurements in Chapters 3, and 4, the resulting spin-off 

shares are comparable. 

In most cases the relationship with the parent firm becomes less 

important over time. Almost half of all firms with initially maintained contacts 

indicate that the relationship was later terminated. Of the respondents with 

ongoing relationships, about 25% indicated that the relationship had 

strengthened over time. Most relationships lose their impact on the new firm 

over time. This supports the assumption that founders use the relationship with 

their previous employers to overcome a lack of resources when founding the 

firm. 

  
5.5  Empirical results: regression analyses 

The multivariate analyses assess the simultaneous effect on innovation of 

internalised experience of the entrepreneurs and their externalised network. The 

independent variables represent the previous experience of the entrepreneurs 

and their network contacts. Further, control variables are included. Some 

entrepreneurs did not answer all the questions relevant for the regressions. As a 

result, the number of observations in the analyses is reduced. The attentive 

reader will also notice that, as a consequence, the shares of experience types in 

Table 5.1, which presents the descriptive statistics of the variables used in the 
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regressions, differ slightly from those presented in Figure 5.1. However, the set 

is still representative of the whole population and there are no problems of 

multicollinearity since none of the variables have a correlation higher than 0.5. 

 
  Mean Std. Dev. Min Max N
Dependent variable:   
Innovation output 41.11 31.31 0 100 169
   
Experience:   
Same industry (spin-out) 0.31 0.46 0 1 169
Related industry experience 0.21 0.41 0 1 169
User entrepreneur 0.08 0.27 0 1 169
Management experience 0.31 0.46 0 1 169
Habitual entrepreneur 0.14 0.35 0 1 169
   
Network:   
Relationship with previous employer 0.32 0.49 0 1 167
Location near founder’s previous workplace 0.59 0.47 0 1 165
   
Controls:   
Innovation input 50.64 28.34 0.1 100 169
Radical innovation 0.26 0.44 0 1 169
Age 10.78 5.84 4 28 169
Size 13.49 17.00 2 100 169

 
Table 5.1: Descriptive statistics of the regression variables 

 

The hypotheses formulated in Section 5.2 are tested in four Tobit model 

specifications. Model A includes the control variables and the independent 

variables which reflect the industry-specific previous experience of the founders. 

In Model B, entrepreneur-specific experience is added. Model C includes the 

potential effects of having a relationship with the founder’s previous employer 

and being located near to that firm. Model D, finally, includes several interaction 

effects between the independent variables. Hypothesis 5 predicts that spatial 

proximity to one’s previous employer catalyses the positive effect of having 

continued contacts with the previous employer. The interaction effect between 

spatial proximity to the previous employer and the relationship with the previous 

employer effectively tests this hypothesis. The potential benefits of a 

combination of industry-specific and organizational experiences of several 

founders in one firm (Colombo and Grilli, 2005) are also captured in an 

interaction term. The model results are presented in Table 5.2. 

 



122 

 Model A  Model B  Model C  Model D  

Experience:     
Spin-out (d) 10.37(11.63) -- -- 4.71 (6.62) 
Related ind. (d) -2.74 (5.87) -- -- -- 
User entr. (d) 7.86 (7.47) -- -- -- 
Man. exp. (d) x 8.43 (5.28) -- 6.44 (6.35) 
Habitual entr.(d) x 14.85(6.77)* 9.56 (6.89) 20.83 (9.26)* 
     
Network:     
relationship (d) x x -9.41 (5.22)† 0.91 (9.26) 
Close location(d) x x 6.32 (5.11) 11.36 (5.67)* 
      
Interactions:     
Spin-out x age -0.75 (1.04) -- -- -- 
Loc x relationship x x x -17.85 (9.54)† 
Sp-out x manager x x x 4.46 (10.38) 
Sp-out x hab.entr x x x -17.53(13.23) 
     
Controls:     
Innovation input 0.64 (0.09)** 0.65 (0.09)** 0.70 (0.09)** 0.71 (0.09)** 
Radical inn. (d) -17.05 (5.38)** -18.16 (5.33)** -16.17(5.53)** -18.93 (5.64)** 
Age of the firm -0.79 (0.45)† -0.61 (0.43) -1.01 (0.42)* -0.82 (0.43)† 
Ln size 5.99 (7.35) 3.36 (7.29) 6.85 (7.18) 5.14 (7.13) 
     
Intercept 14.49 (11.48) 11.41 (10.81) 12.63 (11.01) 6.77 (10.99) 
Sigma 29.5** 29.2** 28.9** 28.0** 
Pseudo R2 0.25 0.26 0.28 0.31 
-2 Log likelihood 4132.5 1429.1 1384.3 1376.0 
N 169 169 164 164 

 
Table 5.2: Regression results for innovation output 
(d) – dummy variable, SE values in parentheses, unstandardized coefficients. 
† - significant at 10% level (two-sided confidence intervals), * - 5% level, ** - 1% level 
x – variable not included, -- - variable not significant 

 

Model A tests the first hypothesis, which predicts that any industry-

specific working experience of the founders will have a positive impact on the 

innovation output of a firm. However, none of the three relevant variables (spin-

out, related industry, and user entrepreneur) were found to have a statistically 

significant effect on innovation output. Therefore, the first hypothesis is 

rejected: industry-specific working experience of founders appears to be 

irrelevant in terms of innovative performance in the Dutch software industry. A 

possible reason for the absence of any experience effects is that the sample 

includes software firms of a wide range of ages and is not limited to recently 

established firms. It has previously been noted that experience of the founders 
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may be especially important in the first years of operation. The interaction effect 

between spin-out firms and age should correct for this possible effect. However, 

the interaction effect is also not statistically significant, meaning that the impact 

of previous experience is independent of age. The initial conditions seem to last 

over time, as indeed predicted by Stinchcombe (1965). 

In addition to industry-specific experience, entrepreneur-specific 

experience is often assumed to contribute to innovation output (Hypothesis 2). 

Model B tests this relationship. The evidence is mixed. Management experience 

is not a statistically significant predictor, but firms of habitual entrepreneurs do 

have a higher innovation output. Therefore, entrepreneur-specific experience 

does seem to play a role (confirming Hypothesis 2), but its impact is type 

dependent. A possible explanation for the positive influence of habitual 

entrepreneurship can be found in the uncertainty aspect of innovation. Founding 

a new firm, much like innovation, goes hand in hand with uncertainty 

management. Experienced entrepreneurs are therefore endowed with the skills 

to effectively deal with the uncertainty involved in innovation. Managers also 

have uncertainty to overcome, but this relates to procedural and control issues. 

In this sense, the results concur with the analysis on the founding process in 

Chapter 4. Management experience is not and asset in innovation, but 

entrepreneurial experience is. This result shows the importance of appreciating 

the different impacts of distinct backgrounds in terms of skills transfer. In order 

to get a good idea of which skills are relevant, the skills themselves should be 

addressed, or at least a set of background types that could represent specific 

fields of knowledge that entrepreneurs can have. 

 Models C and D address the network influence on innovation. Model C 

focuses on direct influence and Model D investigates the intermediary effect of 

geography. Hypothesis 3 predicts a greater innovation output by firms with good 

access to a relevant network, expressed in a continuing relationship with the 

founder’s previous employer. Contrary to expectations, such a relationship 

proves harmful rather than beneficial. Having an ongoing relationship with a 

previous employer has a statistically significant negative effect on the innovation 

output of software firms in the Netherlands (Model C). In most cases, the 

respondents indicated that the previous employer became one of the first 

customers. However, instead of helping new firms advance, this seems to have 

limited the innovative performance of the firms. Perhaps the need to respond to 

changes in the market structure is not so urgent: the firms have a guaranteed 

demand for their products, and this reduces the need to develop new product 
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revenues. Another reason for the firms’ inertia could be in duplicating the 

organizational or technological structures of the parent firm. Firms can suffer 

from lock-in effects which reduce their awareness of developments external to 

the relationship with a previous employer. A general indicator of network 

accessibility is spatial proximity to a previous employer. Hypothesis 4 suggests 

that founders can benefit from social ties and other regionally-confined contacts 

in their innovation. However, there is no statistical evidence to support this 

prediction. 

Finally, Model D investigates the possible intermediary effect of spatial 

proximity. It is anticipated that being located near one’s previous workplace 

positively influences the effects of having a continued relationship (Hypothesis 

5). When a new firm and the previous employer are located in the same region, 

it is easier to maintain a relationship, positively affecting the innovation output 

of the new firm. Contrary to expectations, however, the interaction effect was 

negative. In other words, firms which maintain contacts with near-by previous 

employers have a lower innovation output than other firms. Since the direct 

effect of having a relationship with a previous employer is no longer statistically 

significant in Model D, it seems that firms located near a previous employer 

suffer from the negative effect of continued contacts. The accumulated impact 

of the main effects and the interaction effects indeed show that firms with a 

continued relationship with a nearby parent firm perform worst of all in terms of 

innovation output. 

 Including the interaction effect in the model renders an interesting 

additional result: the direct effect of a location near the previous workplace of 

the founder has become positive and statistically significant, in line with 

Hypothesis 4. Although firms appear limited by a relationship with a previous 

employer, being located in the same region as the previous workplace of the 

founder does involve other benefits that contribute to their innovative 

performance. As mentioned earlier, there is insufficient data to further explain 

this positive effect. It is certainly clear that the relationship with the previous 

employer does not account for this effect. Indeed, founders who stay in the 

same region and operate independently of a parent firm have the highest 

accumulated score (main effects + interaction effects) for innovation output. It 

seems beneficial to break free from the parent firm and to build upon other 

region-specific resources for innovation. For example, perhaps the founder has 

established a reputation in the region, making it easier to find potential 

customers for new products. 
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 Model D not only includes the intermediary effect of distance. It also 

looks for possible positive effects of complementary skills. Lazear (2003) 

advocates a jack-of-all-trades view on entrepreneurship: the best entrepreneurs 

know a little bit of everything. This idea is tested by interacting industry-specific 

skills with entrepreneur-specific skills. However, none of the interaction effects 

between various types of working experience prove to be statistically significant 

(model D)11. The results suggest that, in the Dutch software industry, industry-

specific prior experience does not affect the innovative performance of firms, 

not even when combined with organizational experience. 

 The control variables act as expected: three of the four control variables 

included in the models have a significant effect on the innovation output of 

software firms. ‘Innovation input’ has the expected positive, and ‘radical 

innovation’ the expected negative, effect. Firms with a greater share of their 

workforce involved in the development of new products or services have higher 

shares of their overall turnover attributable to new products or services. The 

development of a radical innovation, a product or service that is new to the 

industry, on average leads to lower output, because of the high risks involved. 

Although other empirical studies have found similar results (see for example 

Kleinknecht, 1996), these results may simply reflect the characteristics of the 

dependent variable: the development of a radically new product takes time, and 

customers may be initially reluctant to accept the new product. Therefore, the 

initial share of such a new product in the total turnover may be small. The age 

of the firm has a negative relationship with innovation output: young firms have 

a relatively high innovation output. Finally, there is no significant of firm size on 

innovation. Similar results were found in an empirical study on innovation in the 

service industry (Tether, 2003). 

 
5.6  Conclusions 

Independence appears to be the key factor in explaining innovation output in 

the Dutch software industry. Innovative software firms have founders who have 

been able to break free from their previous employment careers. They 

discontinue relationships with their previous employers, and although they 

generally build on previous experiences and skills, they know how to adapt 

these to the current situation. Using previously acquired skills is a good way to 

                                                 
11 The effects of interactions between experience in a related industry or as a user 
entrepreneur, and working experience as a manager or habitual entrepreneur, were tested in 
two other models not presented here. These variables were also not statistically significant. 
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smooth the founding process (see also Chapter 4). Founding a new firm can be 

seen as a process in which uncertainty avoidance is pivotal. Building on previous 

experience that has proven its merit is an effective way of accomplishing this. 

Innovation, however, implies, by definition, dealing with uncertainty. Rather 

than regarding uncertainty as an obstacle, innovative entrepreneurs see 

uncertainty as an opportunity to outperform the competition. This calls for a 

mindset that is set on independence. 

 Entrepreneurs can draw from several sources in extracting relevant skills 

for the innovation process. The first source consists of internalised skills, 

established during previous employment spells. However, for innovation in the 

software industry, there seems to be few specific backgrounds. Only 

entrepreneur-specific experience has a positive effect on the innovation output 

of Dutch software firms. Knowledge of how to run a business not only seems to 

increase survival rates, but also contributes to the innovative performance of 

such firms. There could be a self-selection process reinforcing this process. 

People with an intrinsically innovative mindset may be more inclined to take the 

step to self-employment. Industry-specific experience of founders (established 

by working in the software industry, by working in a related industry, or by 

using products of the software industry) had no effect on the innovative 

performance of software firms. These results suggest that organizational skills 

and the ability to deal with uncertainty are more important for innovation in the 

Dutch software sector than sector-specific knowledge. Previous research has 

already shown that software firms have relatively good access to industry-

specific knowledge due to the highly standardized nature of software 

programming (Boschma and Weterings, 2006). Industries in which specific 

product-related knowledge is harder to access may show a more significant 

impact of industry-specific knowledge types. 

Contacts with relevant actors in the industry form a second source of 

skills and resources for the innovation process. Founders can use contacts 

established during previous jobs for tapping into knowledge pools relevant for 

innovation initiatives. However, at least in the Dutch software industry, 

continued relationships with previous employers do not appear to be important 

sources of relevant knowledge related to innovation. In fact the opposite occurs; 

firms with continued contacts with previous employers are less innovative than 

other firms. This effect is even stronger when the parent firm and the new firm 

are located in close proximity. Strong ties seem to hinder innovative progress. 

Other empirical studies also found negative effects of closeness on performance 
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(Brüderl and Preisendörfer, 1998; Agarwal et al., 2004). Similar results are 

found here for innovation. In the Dutch software sector, a previous employer 

often became the first customer of a new firm. The software industry is, in this 

sense, a typical industry because support is generally given in the form of orders 

(Chapter 3). Such a guaranteed turnover may reduce the uncertainty 

surrounding the founding of a firm, but it also appears to result in firms being 

less motivated towards developing new products or services. These findings, in 

combination with the results of Chapter 4, warrant a more critical look at the 

effects of support during the founding process. It appears that support does not 

guarantee success. However, the reasons why firms may lose out from 

continued contacts with previous employers remain unclear. Describing the 

characteristics of the parent – new firm relationship may help us to understand 

how this affects a firm’s innovative performance. It may be that only firms that 

maintain a close relationship with their parent firms suffer from organizational 

inertia, a lack of flexibility, and an inability to embrace new initiatives, while 

firms that keep the parent at arm’s length may actually benefit from the 

continued contact with the previous employer. 

 Independence from previous contacts and established skills seems to 

encourage innovation. In terms of distance, however, innovation gains from 

loyalty. Spatial proximity to the one’s previous workplace positively affects the 

innovation output of software firms. In other words, firms that are established in 

the region where the founder used to work perform better. The data are too 

limited to fully explain this positive effect, but we can conclude that this does 

not result from continued contacts with the founder’s previous employer. Some 

studies have suggested that firms benefit from pre-established relationships with 

potential customers, employees or investors. However, these claims have not 

been tested at the firm level (Sorenson, 2003). Examining the potential causes 

of this positive effect requires detailed data concerning the relationships that the 

founder established before starting the firm and the location of these business 

partners. The effect of spatially bounded information networks on innovation 

deserves further attention.  

A founder’s previous experience is considered to be a very important 

input for new firms and has been found to contribute to the performance of 

firms. However, the effect of previous experience on the innovation output of 

software firms appears to be more complicated. A better understanding of the 

transfer of knowledge through the establishment of new firms, either by 
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internalised experiences or pre-established relationships, requires further 

empirical analyses at the firm level. 
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Chapter 6. Spin-off rates in the 
Netherlands 

6.1  Introduction 

New firm formation is a complex process that can be characterised by the 

interactions between the entrepreneurs involved and the relevant external 

forces, such as institutions and existing organizations (Gartner, 1985 and 

Chapter 2). Each founding process is based on a unique combination of inputs 

by the actors involved. As a consequence, firms have different constitutions. In 

the previous chapters, the nature of the influence of existing organizations on 

the founding processes of new firms has been highlighted. It was argued that 

existing organizations play a distinct role in the establishment of new firms: 

existing firms provide employees with valuable information about the industry in 

which they are employed. Further, existing firms sometimes even help their 

employees to leave and start a new independent business. Those new firms that 

have been influenced by existing organizations differ systematically, for example 

in terms of innovative output and founding success, from firms that lack such an 

influence. Identifying the roles of existing firms in founding processes adds to 

the understanding of the mechanisms governing founding processes. However, 

as explained in Chapter 1, there is also an important methodological aspect to 

the influence of existing firms. This aspect is demonstrated most clearly in the 

calculation of founding rates. Regional differences in new firm formation are 
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usually expressed in founding rates. In the calculation of founding rates, 

assumptions are made as to which group of actors provides the basis for new 

foundings. Two groups are considered: the labour market population and the 

stock of existing firms. The previous chapters have indeed shown that many new 

firms are the result of the interplay between individuals and existing firms. Both 

types of actors influence the foundation of new firms at the same time. This 

observation is at odds with the rigid generalisation of the founding process, as 

implied in the calculation of only one new firm formation rate for the whole 

population of new firms.  

This chapter addresses the methodological problem outlined above. The 

argument starts with the idea that some new firms are the result of both 

individual and organizational inputs (spin-offs). How can this observation be 

included in the existing firm demographic framework, specifically in the 

calculation of founding rates? The analysis contains two empirical steps. In the 

first step, a conceptualisation of firm influence on the founding process is 

proposed. Depending on the empirical assessment of a parent firm’s influence, a 

founding can be classified as either a spin-off or as an individual start-up. This 

idea is elaborated upon in Section 6.2. The second step entails regression 

analyses of regional differences in firm founding rates. However, rather than 

taking all foundings together, the foundings are split according to the influence 

of parent firms on the founding process. Separate founding rates are thus 

calculated for spin-off foundings and individual start-ups. The regional 

differences in the distinct spin-off and individual start-up rates are assessed in 

separate regression analyses. This is developed in Sections 6.3 through 6.6. 

 
6.2 Founding rates 

 

6.2.1 Ecological and labour market founding rates12 

In firm demography, two approaches are commonly used for mapping regional 

differences in new firm formation rates: the ecological approach and the labour 

market approach. Both rates use the same numerator: all foundings in a 

particular time period in a particular region. In the ecological approach, the 

founding rates are calculated with the stock of firms as the denominator. The 

total number of foundings is divided by the number of firms in the region. The 

labour market approach takes the people in the labour market as the reference 

                                                 
12 See also Chapters 1 and 2 
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group. Both approaches involve implicit suppositions about the founders of new 

firms. The ecological approach, in which the stock of firms forms the reference 

group, implicitly embraces the idea that all new firms are started by existing 

firms. The labour market approach sees new firm formation as the result of 

individual actions. Both approaches simplify reality since new firms are the result 

of a complex interplay between several actors, including firms and individuals 

(Gartner, 1985). Sometimes, existing firms are indeed decisive in a founding 

process whereas, in other cases, individual actions are more important. This 

observation suggests an approach in which foundings based on firm influence 

(such as spin-offs) are related to the number of firms present in a region. 

Similarly, individual foundings (individual start-ups) should be represented by 

founding rates that are based on the labour market approach. In other words, 

the numerators of the founding rates are matched more appropriately to the 

denominators. Table 6.1 shows how the four resulting founding rates are 

calculated. 

 
Numerator 

Denominator All Foundings Individual start-ups Spin-offs 

 
Labour market population 
 

Labour market FR Individual start-up rate  

 
Stock of firms 
 

Ecological FR  Spin-off rate 

Table 6.1: Four methods for calculating founding rates (FR) 

 

In order to make a distinction between firm-influenced foundings (spin-

offs) and individual start-ups, a framework is needed that enables the 

classification of founding efforts into two groups. The first group should consist 

of foundings resulting from the influence of existing firms. The relative 

occurrence of these firms is described using the stock of firms as the reference 

group. The second group consists of individual foundings. For this group, the 

founding rates can be calculated with the labour market population as the 

denominator. Chapter 2 proposed a theoretical framework which allowed for this 

distinction. In the framework, the influence of parent firms on the founding 

process of new firms is described theoretically. Two dimensions are used to 

identify the influence of existing firms. First, firms can act as educational 

institutes for entrepreneurs. The budding entrepreneurs use knowledge, 

information, and experiences picked up from their previous employment. 

Second, existing firms can offer direct support to foundings. On the basis of 
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these dimensions, four founding groups can be established: individual start-ups, 

supported start-up, spin-outs, spin-offs, and corporate spin-offs (Figures 2.3 and 

6.1). The framework proposes a classification of foundings in which the 

influence of existing firms is the guiding principle. Given this feature, the 

framework enables the identification of firm-influenced foundings and individual 

efforts. To make a division into two groups, a threshold level of firm influence 

needs to be established. This threshold level divides the population of new firms 

into two groups. One possible threshold line is drawn in Figure 6.1. The line 

defines a group of firm-influenced foundings (B) and a group consisting of 

individual foundings (A).  

 

 

Conceptually, the idea of establishing a threshold level of firm influence 

is not very complicated, but the empirical translation of it is. There are two key 

problems related to empirically establishing a threshold level of firm influence. 

The first problem is the heterogeneity of the two defining dimensions: indirect 

skills transfer (learning effects) and direct support. Support and skills transfer 

can have distinct forms in each founding; in some cases spin-off firms are 

provided with capital, whereas in other cases spin-off firms receive time and 

support for product development. Both are examples of direct support by a 

parent firm, but the nature of the support differs. It is impossible to state, in 

general, which type of support is to be preferred over the other. Even in cases 

Corporate spin-off

Supported
start-up Spin-off

Spin-outIndividual
start-up

Indirect parent firm influence through
individual learning effects
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Figure 6.1: Defining firm-influenced foundings (B) and 
individual foundings (A) 
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where the direct support type is the same, the impacts on the founding 

processes can differ. In one founding, guaranteed turnover offered by the 

parent firm can be decisive in the founding process, while its role in another 

founding effort can be minimal. The distinct types of direct support and their 

distinct impacts on founding processes make comparison between cases 

problematic: it is like comparing apples and oranges. As a consequence, it is 

hard to pinpoint a position of a founding on the direct support axis. That is, the 

direct support dimension is diffuse and hard to translate into an all-inclusive 

measurement which would allow a simple comparison of foundings. The problem 

of heterogeneity in the impact of firm influence also applies to the indirect skills 

transfer dimension. The impact of specific product knowledge, for example, can 

vary depending on the type of new firm. 

The second problem in establishing a threshold level of firm influence 

relates to the level of the threshold itself. Assuming that the influence of 

existing firms in the founding processes of new firms can be established, the 

threshold level of influence is negotiable. The researcher has to decide how 

large the impact of the existing firm should be for a founding to be called a 

spin-off. Although it is useful to keep the subjectivity of the threshold in mind, it 

does not help us to advance. There will always be an element of subjectivity and 

data availability involved. Nevertheless, it can be insightful to show the effect of 

the threshold level on the number of new firms (Area B in Figure 6.1) defined as 

firm-influenced. Commonsense dictates that the number of firm-influenced 

foundings will vary depending on the threshold level set. If the threshold is very 

rigid, the number will be relatively low. On the basis of such ideas, estimates of 

the number of spin-offs can be compared. Figure 6.1 can be used as a 

conceptual frame of thought for the definition of spin-off firms. Existing spin-off 

definitions can be placed in the figure and compared with other definitions. The 

definitions may well be based on different threshold values making comparison 

possible. This could explain the differences in the proportion of spin-off firms 

found on the basis of distinct definitions. The next section empirically elaborates 

the relationship between the threshold level of firm influence and the number of 

firms that are accordingly classified as spin-outs, spin-offs, or individual start-

ups. The data for the analysis are derived from the dataset introduced in 

Chapter 3. 
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6.2.2 The effect of the threshold on the number of spin-offs and spin-outs 

In order to assess the strength of the ties between a founding and an existing 

firm, information is needed about the link between the two firms. The dataset, 

introduced in Section 3.2.1, contains information about both indirect and direct 

resource transfer from parent firm to founding. Entrepreneurs were asked to 

indicate whether they used any specific skills gained while employed in a parent 

firm. This information relates to the impact of indirect resource transfer from 

parent firm to founding. Also direct resource transfer in the form of support is 

included in the dataset. Entrepreneurs were asked to indicate whether they 

received any direct support from their previous employers. On the basis of this 

information, the ties between founding and parent firm can be established 

empirically. In other words, the influence of existing firms on the founding 

process of a new firm can be visualised. 

The impacts on founding processes of direct support and indirect 

learning can vary significantly. Each founding is influenced by existing firms in a 

unique way. In some cases, parent firms are clearly a decisive part of the 

founding process. In other cases, the influence of parent firms is virtually 

nonexistent. All founding processes can be placed on a continuum between 

these two extremes. As noted earlier, it is difficult to accurately place foundings 

on the continuum of firm influence. The heterogeneity of the transferred 

resources complicates any meaningful ordering of foundings on the basis of firm 

influence and it is difficult to compare one founding with another. The dataset 

used for this analysis offers a way to overcome this problem. 

In the dataset, the two dimensions of resource transfer are simplified in 

order to enable a classification of foundings. Direct support is a dichotomous 

variable: the only information available is whether or not a new firm received 

direct support from an existing firm. The nature of the support given is so 

diffuse that a meaningful comparison between foundings is not attempted. The 

continuous nature of the indirect resource transfer dimension is approximated by 

a nine-point scale. Entrepreneurs could indicate learning effects from previous 

employment for nine distinct knowledge fields relevant to the founding process 

(see also Table 3.2). The number of fields checked by the entrepreneur is used 

as an approximation of the strength of the link between the new firm and the 

previous employer of the entrepreneur. If an entrepreneur indicates relevant 

experience in eight knowledge fields, then the influence of previous employment 

is large. If an entrepreneur uses only four relevant knowledge types that 

resulted from previous employment, then the influence of the parent firm on the 
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founding process is much less. Using this scale, the influence of an existing firm 

on the founding process of a new firm varies from ‘0’ to ‘9’. The nine-point scale 

of indirect learning reflects the continuous nature of this dimension. The scale 

can be used to show the effect of a specific threshold level of indirect learning 

on the number of spin-offs, spin-outs, and individual start-ups. 

Figure 6.2 shows how the threshold level of firm influence affects the 

proportions of spin-offs, spin-outs, and individual start-ups in the population of 

foundings. The figures show the shares of individual start-ups, spin-outs and 

spin-offs in the total population of new firms dependent on the threshold value 

of the number of skills transferred (on the x-axis). The figure in the left-hand 

pane considers indirect skills transfer only. As a result, foundings can be either 

individual start-ups or spin-outs. In effect, a threshold level of ‘0’ means that a 

new firm is defined as a spin-out even when no skills are transferred from an 

existing firm. Obviously, this statement holds true for all foundings and 

therefore the share of spin-outs is 100%. Moving to the right in the figure, the 

threshold level increases and fewer firms become considered as spin-outs. For 

example, at threshold level ‘3’, a firm must have at least three relevant skills 

coming from an existing firm to be a spin-out. About 60% of all foundings 

satisfy this condition and are consequently considered as spin-outs. At the 

maximum threshold of nine resources transferred, very few firms meet the 

requirements to be labelled as a spin-out. The right-hand figure is based on the 

same principle, but also includes spin-offs. In order to be classified as a spin-off, 

a new firm needs to receive direct support (indicated by the + - symbols on the 

x-axis) in addition to relevant learning experience. 
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The graphs show that the number of firm-influenced foundings (spin-outs 

and spin-offs combined) declines as the threshold increases. It is naturally 

increasingly unlikely that a new firm is labelled as a spin-out or as a spin-off 

when the threshold is raised. The influence of the extra support variable is also 

considerable. As a result, the number of spin-offs is much smaller than the 

number of spin-outs, in whichever way defined. The most interesting aspect of 

the graphs is the difference in the slopes. The spin-out group diminishes more 

or less linearly with the threshold level set. The spin-off group, however, is 

initially hardly affected by an increase in the threshold level of indirect skills 

transfer. Receiving support seems to imply the transfer of some knowledge and 

skills from a previous employer. This can be explained from the results 

discussed in Chapter 3. The interviews (Section 3.4) showed that support can be 

rooted in internal firm dynamics. For instance, if a firm decides to move away 

from a certain production process, an employee may be tempted to continue 

production as an independent firm. For the founding of an independent firm, the 

employee requires the support of the parent company. At the very least, the 

firm needs to allow the employee to use the production methods. Support is 

most likely in such cases where the new firm is a continuation, in one way or 

another, of activities already present in the parent firm. The employee leaving 

the firm is therefore very likely to possess firm-specific knowledge which can be 

used to benefit the new firm. In addition, an employee is very unlikely to spot 

an opportunity to continue the production process outside the parent firm 

without specific knowledge about the production process (Shane, 2000). As a 

result, support is more likely if the skills of the employees remain relevant in the 

context of the new firm. 

 
6.3 Interpreting individual start-up rates and spin-off rates 

The previous section showed how the number of spin-offs identified is 

influenced by the definition used and the measurement method applied. This 

has provided an idea of how spin-off definitions determine the empirical 

translation in the firm demographic framework of new firm formation. In the 

remainder of this chapter, the second step is made, and regional differences in 

spin-off formation and individual start-up formation are described and analysed 

empirically. It is an explorative example of how spin-offs can be considered in 

analyses of regional differences in new firm formation. 

 The argument for calculating two distinct founding rates to denote spin-

off processes and individual start-ups has been primarily based on theoretical 
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arguments. By matching the type of founding to the appropriate exposure 

population, distinct founding rates can be calculated (see Table 6.1) and the 

actual founding processes described more accurately. The first founding rate 

calculated is the spin-off founding rate, which relates the number of firm-

influenced foundings to the existing pool of firms. The second is the individual 

start-up rate which relates the number of foundings without decisive firm 

influence to the people in the labour market. ‘Decisive’ is a key word in this 

description. The previous section has shown how the number of firm-influenced 

firms depends on the interpretation of decisive influence (in other words, with 

the threshold level). The theoretical argument is in place, but is there also a 

substantive distinction between the two founding rates? There seem to be at 

least two. 

 Firstly, the founding processes of spin-offs and individual start-ups differ. 

The most striking aspect is probably the path dependency of spin-off formation. 

As shown in Chapter 3, the daily activities of spin-off entrepreneurs are often 

very closely related to their previous daily activities as employees. In other 

words, spin-off firms can be seen as independent continuations of already 

existing activities. This relates to the idea that spin-off formation is a mechanism 

for knowledge transfer between firms. Employees start new businesses based on 

experience (Appold, 2001; Acs and Armington, 2003; Franco and Filson, 2002). 

In this view, spin-offs are vehicles of knowledge transfer. Chapter 3 illustrated 

the role of spin-offs in knowledge transfer on the micro-level, but it is unclear 

how this process translates to the regional level. The spatial inertia of 

entrepreneurs makes such a transition possible. Entrepreneurs have the 

tendency to stay active in the region of residence (Klepper, 2001a). By doing so, 

the knowledge remains in the region and this can trigger an iterative process in 

which specific knowledge is spread within a region. Eventually, the region could 

evolve into a cluster of specific activities. Although several studies have shown 

the role of spin-offs in the formation of clusters (Klepper, 2001a; Dahl et al., 

2003; Fornahl and Menzel, 2003), there is still work to be done. The existing 

research has been case-studies explaining the evolution of one cluster, or one 

industry, within a country. Regional comparisons have not yet been attempted. 

Spin-off founding rates could be used in this type of research. If spin-offs are 

interpreted as vehicles of knowledge transfer, spin-off foundings rates can be 

seen as a measurement of the extent of knowledge transfer within a region. In 

this sense, particularly when using industry-specific spin-off rates, the 

development of cluster formation in different regions can be compared. Flipping 
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the coin, spin-off founding rates can be used to assess the efficiency of existing 

clusters. Clusters should produce more spin-offs than other regions, reflecting 

an efficient knowledge transfer network. Clearly, regional comparisons of spin-

off founding rates will require large and detailed datasets. To my knowledge, no 

such datasets are available at the moment. Especially data that makes the 

distinction between spin-off firms and individual start-ups are not readily 

available on the required scale. To summarize the argument, the first 

substantive connotation of spin-off rates is related to knowledge transfer within 

regions. Spin-offs are carriers of specific knowledge. On the regional scale, the 

spin-off founding rate can be interpreted as a measure of the distribution of 

knowledge within a region. 

 Secondly, spin-off firms generally have different characteristics than 

individual start-ups. Existing research has shown that spin-offs differ from 

individual start-ups in a number of aspects. Chapter 4, for example, showed the 

higher propensity of spin-offs to hire employees. This idea is further 

substantiated by figures from the OECD (2001). In this OECD research 

document, spin-offs are typified as relatively large companies in terms of 

employment. The growth rates of spin-offs are, however, lower. Tübke (2004) 

also finds spin-offs to be large companies. The innovative performance of spin-

off firms also differs from other foundings, although the empirical results are 

mixed. The OECD finds less innovation in spin-off firms. In the Dutch software 

industry, the relationship is more complex. Spin-offs by solo entrepreneurs that 

stay in the same region show higher innovative output than other firms. Further, 

support as such has a negative impact on innovative output (Chapter 5). Taking 

these differences into account, the theoretical distinction between spin-off rates 

and individual start-up rates implies a substantive difference in terms of 

economic development. Spin-off rates reflect the development of a relatively 

stable group of new firms. The chances of survival are relatively high and 

employment creation is also likely. Regional spin-off rates may be interpreted as 

indicators of solid, continuous economic development. In this interpretation, 

individual start-up rates are the icing on the cake. Although a much larger group 

in terms of numbers, many of these firms will disappear after a few years. 

Survival chances are already lower during the founding process (Chapter 4). 

However, such firms do come up with new ideas and organisational structures. 

Conversely, as shown in Chapter 3, spin-offs are likely to keep on working in the 

way familiar to the entrepreneurs. Individual start-ups may thus have a more 

pronounced rejuvenating function for regional economies than spin-offs. In this 
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interpretation, spin-off rates indicate the spread of knowledge in an economy, 

and this ensures stable development over time whereas individual start-up rates 

indicate the rejuvenation and dynamic evolution of economies. Spin-off rates 

and individual start-up rates thus indicate distinct processes of economic 

development. This is a substantive argument for calculating two founding rates, 

rather than one that supposedly describes the whole population of foundings. 

  
6.4 Counting corporate spin-offs in the Netherlands 

Studies into regional differences in new firm formation are typically based on the 

assumption that new firms form a homogenous group. The previous chapters 

have presented theoretical and substantive arguments that refute the idea of 

homogeneity. Foundings based on the inputs of entrepreneurs differ from 

foundings based on inputs from existing firms. Variables explaining regional 

differences in firm-influenced foundings and individual start-ups are therefore 

also likely to differ. Since the processes guiding individual foundings and firm-

influenced foundings differ, different regression models are needed in order to 

correctly describe the processes involved. Looking at it the other way around, 

the same variables will explain the distinct founding processes in different ways. 

In the remainder of this chapter, a regression analysis for regional differences in 

new firm formation is formulated. The model is fitted to the regional distribution 

of founding rates in the Netherlands. Four distinct founding rates are used for 

this (see Table 6.1). Two founding rates relate to the whole population of 

foundings, using the labour market approach and the ecological approach. These 

are the classic methods of calculating new firm formation rates. In addition, the 

spin-off founding rate and the individual founding rate are used. In these rates, 

the population of foundings is divided into a firm-influenced group and a group 

without firm influence. This constitutes an explorative empirical example of how 

the theoretical framework of firm-influenced foundings versus individual 

foundings can be elaborated upon in a regional context. 

 
6.4.1 Establishing founding groups: corporate spin-offs and individuals start-ups 

In order to construct founding rates for both firm-influenced foundings and 

individual foundings, a dividing line between the two types of foundings needs 

to be established empirically. In other words, a threshold level of firm influence 

needs to be determined (following Figure 6.1). Foundings below the threshold 

level are labelled individual foundings, and the rest as firm-influenced foundings. 
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The relative occurrence of both groups can then be described using spin-off 

founding rates and individual start-up rates. 

 The business registers of the Dutch Chambers of Commerce (CoC) enable 

a distinction to be made between firm-influenced firms and individual start-ups. 

New firms are obliged to register at the CoC, making the dataset suitable for 

following trends in the number of founding efforts in the Netherlands. The 

register distinguishes between individual founding efforts and foundings that are 

the result of existing firms. A founding in the latter group is defined as “the start 
of a new economic activity by an existing company”  (CoC, 1997). The definition 

is rather narrow in that it emphasises the influence of an incumbent firm on the 

founding process: the existing firm itself is accountable for initiating the new 

firm. In terms of the classification framework (Figures 2.3 and 6.1), spin-outs 

are not included and thus seen as individual efforts. The CoC definition most 

closely resembles the description of corporate spin-offs as used in this study 

while the influence of the parent firm on the founding process is very large. 

Using the CoC definition, corporate spin-offs are thus distinguished from all 

other foundings. The equivalent threshold level is likely to be relatively high, 

which should lead to a rather low numbers of firm-influenced foundings. This is, 

however, counteracted by the level of analysis. CoC data is collected on the 

establishment level. This means that every new outlet of a trading corporation is 

seen as a corporate spin-off. 

 Despite these limitations, the CoC business register is used here because 

it is the only register-based dataset that distinguishes between firm-influenced 

foundings and individual start-ups. However, using the data leads to an 

important theoretical flaw: the data collected by the CoC is at the establishment 

level, whereas the classification framework applies to the firm level. The most 

important repercussion of the mismatch in levels relates to the independence of 

the foundings. A significant share of the firm-influenced foundings in the 

dataset, as branches of a parent company, will operate under the direct 

supervision of its parent. However, not all foundings will have such a direct 

relationship to the parent company. Franchises, for example, will be identified as 

firm-influenced foundings in the dataset. Although heavily influenced by parent 

companies, franchise firms can be seen as independent firms (Knight, 1984) 

since franchise entrepreneurs have the right to use and benefit from the 

resources allocated to production. Moreover, the founder of the franchise is 

responsible for the business, including in the case of financial losses. The risks 

are the founder’s responsibility. Following the definition in Chapter 2, these 
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conditions mean that franchise entrepreneurs should be classified as 

independent firms. 

 So, although the CoC data regarding firm-influenced foundings coincides 

somewhat with the theoretical framework, it is unclear to what extent. 

Therefore, the following empirical analysis concerning regional differences in 

founding rates should only be interpreted as an exploratory analysis. The 

analysis offers an example of the type of analysis that could be based on a 

distinction between firm-influenced foundings (or spin-offs) and individual start-

ups. An explanatory analysis requires a closer match between the data available 

and the theoretical framework based on skills transfer and the independence of 

the foundings. 

 
6.5  Explaining regional differences in new firm formation rates 

Within entrepreneurship studies, describing and explaining regional differences 

has been high on the list of research topics. Together with the explanation of 

the personal propensities of becoming an entrepreneur, explaining regional 

differences makes up the bulk of research in the field. From this, many factors 

have been identified that influence the occurrence of new firm formation in a 

region. Many variables have been empirically tested and new studies keep on 

identifying new ones. Three inclusive factors appear to be vital: demand, supply, 

and industrial structure (see Sutaria, 2001; Storey, 1982; Storey, 1994; Garofoli, 

1994). Demand relates to the economic vitality of a region. A region with a large 

demand base has many opportunities for new firms. Demand is measured using 

variables such as population, population growth or income. The supply side of 

the explanation is concerned with the entrepreneurs themselves, the founders. A 

region with many suitable entrepreneurs will have high rates of new firm 

formation. Factors that regulate supply include the level of unemployment, the 

average educational level of the inhabitants and the occupation characteristics 

of the labour market population. The third factor is the industrial structure of a 

region. The industrial structure includes variables such as average firm size and 

industry composition (Acs and Armington, 2004). These three factors demand, 

supply and industrial structure can be translated into numerous variables (see 

for a comprehensive overview Verheul et al., 2001). The list of variables with a 

proven effect on new firm formation seems almost inexhaustible. New firm 

formation is such a complex and multileveled process that aligning it with 

variables remains difficult. Sutaria and Hicks (2004) even found that regions 

themselves were the best estimators of new firm formation. Having controlled 
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for a number of other variables, regional dummies largely explained regional 

differences in new firm formation. This finding highlights the role of contextual 

factors. The key to explaining regional patterns in new firm formation may be 

found in vague notions such as regional milieu and entrepreneurial climate 

(Wagner and Sternberg, 2002). 

 Despite the importance of contextual factors, explanatory models based 

on relatively straightforward variables are quite robust in their predictions of 

regional differences in entrepreneurship. The analysis performed in this chapter 

builds on existing work and uses the three broad factors of demand, supply and 

industrial structure to assess regional differences in new firm formation rates. 

The analysis differs from previous work (see for a typical example Storey, 1994), 

in that the group of foundings is divided into firm-influenced foundings and 

individual efforts. The regional patterns of both groups are described using 

distinct founding rates: the spin-off founding rate and the individual start-up 

rate. The main difference with other studies is therefore not in the independent 

variables, but in the two dependent variables. It is expected that the influence 

of the independent variables will differ for spin-off founding rates and individual 

start-up rates. To enable a comparison with existing research, the models are 

also estimated for the conventional founding rates that include all foundings. 

 
6.5.1 Demand, supply, and industrial structure 

The empirical analysis consists of four models with four distinct founding rates 

as dependent variables. First, two models are solved that use the ecological (FR 
ecological) and the labour market (FR labour market) approach in calculating 

founding rates. In these models, all foundings are taken together and regarded 

as one group. In the next step, the same models are estimated for individual 

start-up founding rates (Individual start-up FR) and corporate spin-off founding 

rates (Corporate spin-off FR). The corporate spin-off rates are calculated by 

dividing the number of firm-based foundings (as defined by the CoC, see Section 

6.4.1) by the stock of firms present in the region. The individual start-up rates 

are calculated by dividing the number of individual start-ups by the labour 

market population (See also Table 6.1 for definitions of the founding rates). 

The independent variables included in the empirical analysis are based 

on the factors of demand, supply, and industrial structure. The specification of 

the model draws heavily on the work of Storey (1994). Although the distinction 

between the broadly defined factors appears rather strict, in practice, variables 
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can be related to more than one of the factors at the same time. This can, 

however, complicate the interpretation of the results. 

 The first independent variable used is the regional average income per 

capita (average income). This variable represents both regional demand and the 

supply of entrepreneurship. On the demand side, a relatively high average 

income reflects the purchasing power of a region indicating that there is a 

demand base. However, average income also influences the supply of 

entrepreneurs since income is an important source of the capital necessary for 

new firm formation. A region with high average income offers more 

opportunities for entrepreneurs, both in individual start-ups and spin-offs. Thus, 

on both the supply and the demand sides income positively influences new firm 

formation. The positive effect on spin-off formation may be complicated by 

capital provision of the mother company. 

Unemployment (% unemployed) also has a twofold interpretation. This 

makes unemployment figures notorious predictors of new firm formation rates. 

Both theoretically and empirically, the influence of unemployment rates has 

been found to be ambivalent (see for an overview Sutaria, 2001). On the one 

hand, founding rates may be enhanced because entrepreneurship forms an 

alternative to unemployment and so unemployment influences the supply of 

entrepreneurs. On the other hand, high unemployment rates can indicate a 

stagnating economy with few opportunities for new firms to grow and survive. 

Regional demand is underdeveloped and new firm formation is slowed as a 

consequence. The unemployment rate is likely to have different impacts on 

individual start-up rates and spin-off rates. For corporate spin-offs, 

unemployment is not relevant as a push factor into self-employment. Since the 

parent firm is the chief actor, and unemployment is only related to the general 

development of a regional economy, a negative relationship is expected. High 

unemployment rates indicate weak economic development with little new firm 

formation. For individual start-ups, the effect is unclear as both the contrasting 

effects are relevant and the overall effect is uncertain. 

The number of establishments per capita (establishment density) is also 

related to both demand and supply. A high establishment density indicates a 

region with a relatively good service base: the market is well-served and, 

consequently, there is little room for new firm formation. On the supply side of 

entrepreneurship, the establishment rate can be understood as a measure of the 

regional entrepreneurial climate. A high rate means that the acceptance of 

entrepreneurship is high (Carroll and Hannan, 1999). These ideas suggest that 
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spin-off rates may correlate negatively with establishment density because the 

investments by existing companies are likely to be clustered in those regions 

with the best opportunities for development. In contrast to start-ups, spin-off 

firms have the means to investigate the best locations to start. The parent 

company is likely to place its investment in the best places, and the gestation 

process will be more structured than for individual start-ups. In particular, new 

outlets will be opened in those areas with the lowest relative service density. 

Places with relatively good market opportunities are more likely to be the 

founding site of a spin-off. Individual start-up rates, however, are influenced 

positively because a high acceptance of entrepreneurship leads to more entries. 

Carrol and Hannan (1999) call this phenomenon the legitimatization of 

entrepreneurship. Further, individual entrepreneurs usually start new firms close 

to their places of residence (Hayter, 1997), which restrains the effects from 

spilling over into adjacent regions. Acs and Armington (2004) used 

establishment density in a model for estimating the total founding rate and they 

found a small negative effect. Industry-specific density, on the other hand, 

increased the founding rate in the specific sector. This finding suggests the 

existence of local spillover effects. In particular, the founding rates of spin-offs 

are thus expected to correlate with industry-specific establishment density. This 

idea is well worth testing, but unfortunately the set-up of this study does not 

allow any conclusions to be drawn in this matter. ‘Population density’ is included 

as a measure of urban dynamism and regional demand. It is expected to 

positively influence founding rates (see for example Verheul et al., 2001). 

 The age structure of the population represents the supply side of 

entrepreneurship. People aged between 25 and 45 (% population 25-45) are 

most likely to start new firms (Bais, 1999). Regions with an over-representation 

of this group may experience more new firm formations than a comparable 

region with a different age structure. This relationship seems to apply especially 

to individual start-up rates. With corporate spin-offs, the influence of parent 

companies is likely to be very large and the establishment of new branches is a 

strategic decision rather than based on individual entrepreneurial behaviour. 

Therefore, age structure is not expected to influence corporate spin-off rates. 

 The overarching factor of industry structure is represented by four 

variables. The first is the share of small firms (% firm < 10 empl.). The size of 

firms has been found to correlate negatively with founding rates (Storey, 1982; 

Storey, 1994; Guesnier, 1994). Small firms form a better route towards 

entrepreneurship than larger ones because employers are more likely to learn 
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about every aspect of management in small firms. Entrepreneurs involved in 

spin-offs and start-ups therefore benefit from backgrounds in small firms. 

However, small firms can be less inclined to help the gestation of new spin-off 

companies, simply because they lack the scale of operation that is necessary to 

make the appropriate investments. Larger companies are thus more likely to 

start new establishments than smaller ones. These contrasting effects make the 

overall effect of size structure unpredictable. 

Next to the size of firms, industry specialisation is also important. 

Recently, most new firm formations have been situated in the service industries. 

An elaborate regional network in this area of work is likely to boost new firm 

formation. Regions with relatively many manufacturers usually have lower 

founding rates (Fritsch and Niese, 2000). Trade may, however, have stronger 

ties with spin-offs in the dataset used here because many spin-offs are in fact 

new branches of large trade organisations. Table 6.2 summarizes the expected 

relationships for all the variables. 

 
 Individual start-up rates Corporate spin-off rates 
demand / supply:   
average income + +/0 
% unemployment +/- - 
establishment density ? - 
population density + + 
   
supply:   
% population 25-45 + 0 
   
Industrial structure:   
% firms < 10 empl. + ? 
% service firms + + 
% manufacturing firms - - 
% trade firms - -/+ 

Table 6.2: Expected influence of the independent variables  
on individual start-up rates and corporate spin-off rates 

 
6.6 Empirical analysis and results 

One of the main themes of this study is the observation that spin-off founding 

processes differ from individual start-up processes. A methodological implication 

of this observation is the need to calculate distinct spin-off and start-up 

founding rates in order to describe regional differences in the occurrence of 

spin-offs and individual start-ups. If the founding processes are different, it can 

also be expected that the explanation of regional differences will differ. 

Likewise, the spatial distribution of the rates is likely to differ. Some regions 



146 

may be very efficient in stimulating individual start-ups, while others are better 

breeding grounds for corporate spin-offs. Figure 6.3 and Table 6.3 provide some 

preliminary evidence regarding this expectation. Figure 6.3 shows the founding 

rates of individual start-ups (left) and corporate spin-offs (right) in the 

Netherlands. The patterns are indeed distinct. Individual start-up rates are 

highest in the centre of the country and gradually taper off towards the 

periphery. Corporate spin-off formation seems to be concentrated in parts of the 

Randstad and in a belt in the south (Brabant). These patterns support the idea 

that new firm formation and entrepreneurship on an individual scale is likely to 

happen in vibrant, urban environments (Utrecht, Amsterdam). The 

establishment of new branches and outlets (corporate spin-offs) occurs in the 

next phase of firm development and tendfs to be concentrated in the 

surrounding areas (see for a case-study example Stam, 2003). 

 

The descriptive statistics presented in Table 6.3 also show distinct 

patterns for both founding rates: spin-off founding rates have a larger variation 

than individual start-up rates. The highest spin-off founding rate is about six 

times the lowest, whereas the highest individual start-up rate is four times the 

lowest. The standard deviation is also larger for corporate spin-off rates. The 

larger variance in the founding rates can be explained by assuming that regional 

0                   50 km 0                   50 km

3,5 - 4,5 ‰

4,5 - 5,5 ‰

5,5 - 6,5 ‰

6,5 - 7,5 ‰

1 - 2,5 %

2,5 - 3,5 %

3,5 - 5 %

5 - 6,5 %

Individual start-up rate
(number of start-ups / population 15-65 year)

Corporate spin-off founding rate
(number of spin-offs / stock of firms)

Figure 6.3: Individual start-up rates and corporate spin-off rates in the Netherlands 
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factors are more important for the founding of corporate spin-offs than for 

individual start-ups. Corporate spin-offs are better equipped to assess the 

economic possibilities in regions. Regional factors show a larger spatial variation 

than individual characteristics. Consequently, the corporate spin-off founding 

rates also show higher variance. 

 
 Individual start-up rates Corporate spin-off rates 
Minimum 3.58 1.42 
Maximum 7.11 6.27 
Average 4.94 ‰ 3.50 % 
Standard Deviation 0.86 1.04 
Maximum / Minimum 1.99 4.85 

Table 6.3: Descriptive statistics of the dependent variables; individual start-up rates and 
corporate spin-off rates. Rates are averaged over 6 years (1997-2002), N = 40 (Dutch Corop 
regions). 

 
6.6.1 Multiple regression analyses 

The distinct founding processes governing spin-offs and individual start-ups 

should be reflected in econometrical estimation models of the rates. In order to 

test this idea, spin-off founding rates and individual founding rates are explained 

using the same regression model. In addition, the model is used to explain the 

‘classic’ founding rates based on the labour market approach and the ecological 

approach. These models are expected to highlight the impact of the method 

used in the calculation of founding rates on the empirical results of the analysis 

(as previously shown by Fritsch, 1994). The data for the analysis are derived 

from the CoC register of firms and from the Dutch statistical office. The data 

cover a period of six years (1997-2002) and include 40 Dutch Corop regions, 

totalling 237 cases (240 cases minus 3 cases with missing values). In order to 

account for the longitudinal nature of the data, pooled regressions are used with 

fixed effects for the regions.13 The pooled WLS regression analyses presented in 

Tables 6.4 and 6.5 are based on logit transformations of the dependent 

variables: the founding rates. Alternative models, without fixed effects or logit 

transformations of the dependent variable are presented in Appendices 6.1 and 

6.2. The results from the alternative models did not give cause for rejecting the 

results of the fixed-effect models. Further, Appendix 6.3 addresses possible 

spatial autocorrelations in the models. Although Corop regions are quite large, 

                                                 
13 Structural regional differences for each of the variables are captured by the fixed effect 
terms. Using this particular set-up means that the indicator coefficients have to be 
interpreted in terms of changes. The coefficients in the model indicate the effect of a change 
in the indicators on the founding rates. 
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conditions in one region may still influence conditions in neighbouring regions. 

The tests show there is no need to formulate a spatial lag model in order to 

correct for this. All the models have been derived using the statistical package 

Eviews, version 5.1. 

Before turning to the results of the separate models for the occurrence of 

spin-offs and individual start-ups, the results for the aggregated founding rates 

are presented in Table 6.4. All the foundings are taken together and divided by 

the distinct denominators: the labour market population and the stock of firms. 

Based on work by Fritsch (1994; Audretsch and Fritsch, 1994), the model results 

are expected to differ depending on the type of founding rate used. Table 6.4 

shows, however, that the results are fairly consistent across both models. The 

notoriously problematic variable of unemployment, for example, has no 

influence on either founding rate. In this particular case, the theoretical positive 

and negative effects of unemployment on founding rates result in a net effect 

that is not significant. Contradictory results, as found by Fritsch (1994) for 

example, are not reproduced here. Although the results of the fixed effect 

models (Table 6.4) are fairly similar, there are some slight differences. Some 

variables are significant in only one of the models. 

 
 FR labour market  FR ecological  

Demand / supply:     
average income -0.00 (0.01) -0.02 (0.01)** 
% unemployment -0.01 (0.00) -0.01 (0.00) 
establishment density -3.15 (0.97)** -3.87 (0.88)** 
population density 0.00 (0.00) 0.00 (0.00) 
   
Supply:   
% population 25-45 0.06 (1.69) 2.63 (1.54)† 
   
Industry structure:   
% firms < 10 empl. 3.92 (1.54)* 1.45 (1.40) 
% service firms 2.25 (0.72)** 2.55 (0.65)** 
% manufacturing firms -10.90 (2.18)** -7.49 (1.98)** 
% trade firms -0.72 (0.51) -1.50 (0.47)** 
   
Intercept -7.96 (1.51)** -3.66 (1.37)** 
Adjusted R square 0.91  0.80  
Durbin-Watson 2.03  2.08  
N 237  237  

Table 6.4: Multivariate analysis of regional differences in ‘classic’ founding rates. 
WLS regression with fixed region effects, dependent variables – Founding Rate labour market 
approach, FR ecological approach (logit transformations). SE in parentheses 
† - significant at 10% level, * - 5% level, ** - 1% level 
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Income, for instance, has a negative impact on the ecological new firm 

formation rate, whereas there is no significant influence on individual start-up 

rates. Income growth leads to lower ecological founding rates. It is difficult to 

explain the negative effect of income since, if anything, a positive effect was 

expected because of increasing capital availability (see for example Acs and 

Armington, 2004). Second, the proportion of small firms has a positive impact 

on labour market founding rates, but no significant influence on ecological 

founding rates. This result is in line with the empirical analysis of Audretsch and 

Fritsch (Audretsch and Fritsch, 1994) who found the same pattern. The positive 

effect can be explained by the view that entrepreneurs are more likely to have a 

background in a small company (Storey, 1982). Such employees have more 

varied tasks, and this prepares them for all aspects of running a business. 

Therefore, small firms better prepare employees for self-employment. However, 

the ecological founding rates do not reflect any such positive effect. 

Establishment density has a consistently negative influence on both 

founding rates (see also Acs and Armington, 2004). This indicates the 

occurrence of overcrowding rather than high levels of entrepreneurship 

acceptance. Regions well-served by establishments, offer fewer opportunities for 

new firms. The establishment density can also be interpreted as a measure of 

cluster formation and knowledge spillover. A large number of establishments per 

capita indicates a concentration of economic activity. Theoretically, clustering is 

expected to induce new firm formation because knowledge spillovers can occur 

in such regions: entrepreneurs can use locally available knowledge to start 

firms. The negative effect of establishment density found questions this 

rationale. Nevertheless, this analysis does not undermine the argument as such: 

the density measure is calculated across industries, whereas cluster formation 

and spillovers are usually industry-specific (Malmberg and Maskell, 2002). To 

assess cluster formation and the occurrence of spillovers more realistically, 

industry-specific density rates should be used. Nevertheless, in this particular 

empirical setting, the negative effect of overcrowding seems to be more 

important than the positive effect of concentration or clustering. The final 

variables used in the model are the regional age structure and the regional 

industrial structure. A rise in the share of people aged between 25 and 45 

fosters new firm formation, but it is only slightly significant in the case of 

ecological founding rates. Since most entrepreneurs are in this age category, a 

positive effect was to be expected. Finally, the industrial structure shows the 
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expected positive influence of service firms plus a negative impact of having a 

large manufacturing-based industry. 

The overall statistics of the models are good. The R-square values are 

high. On the one hand, this indicates the explanatory power of the models; on 

the other hand, it also shows the impact of the fixed region effects. In the 

context of fixed-effect models, R-square scores are usually very high because 

the region dummies explain a large share of the variance in the data. The 

Durban-Watson statistic remains within the theoretical tolerance limits, removing 

any worries about temporal autocorrelation.  

Two conclusions can be drawn from the analyses of the regional 

differences in the classic founding rates. First, the variables included in the 

models offer a good explanation of the regional differences. This is not 

surprising because the analysis is rooted in existing research and deploys 

variables commonly used in this type of model. Most of the variables included 

act as expected from theory and existing empirical studies. This adds credibility 

to the model despite the problems related to the data source used. Second, the 

expected differences between ecological founding rates and labour market 

founding rates are there, but the differences are marginal. This is in contrast 

with other studies that have found contrasting results depending on the type of 

founding rate used. The fact that the model specification included fixed region 

effects could be an explanation for this. The additional analyses (Appendix 6.1) 

do indeed show a greater distinction in the impact of the variables.  

The somewhat standard analysis of regional differences in ‘classic’ 

founding rates concludes the first step of the analysis. The second step involves 

separating the complete group of foundings into a firm-influenced group (spin-

offs) and an individual start-up group. This allows the exposure population to be 

more closely related to the type of foundings. Two founding rates are used: a 

spin-off founding rate, which is the number of firm-influenced firms divided by 

the stock of firms, and an individual start-up rate, which is the number of 

individual start-ups divided by the labour market population. The model results 

are presented in Table 6.5.  

Separating the aggregated founding rates into spin-off and start-up rates 

has a considerable impact on the results of the regression analyses. Although 

the overall model statistics do not change much, the impacts of the individual 

variables change quite considerably, particularly in the model explaining spin-off 

rates. For individual start-up rates, the main change is the effect of the share of 

small firms on the founding rate. In the all-inclusive models (Table 6.4) the 
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effect was positive, in the separate model for individual start-ups there is no 

significant effect. This is an unexpected result. Perhaps learning effects are not 

as important for individual start-ups. As expected from theory, the positive 

impact of age structure is very clear in the model of individual start-up rates, 

whereas the all-inclusive models had shown only a slight influence of this 

variable. The other variables in the model remain significant and with the same 

sign. It is not surprising that the results are similar to the all-inclusive models 

since regional differences in new firm formation are normally explained from an 

entrepreneurial point of view, assuming that firms are started by entrepreneurs. 

If this group of individual start-ups is isolated from the whole population, the 

theoretical expectations should come through in the regression models even 

more strongly. The analysis performed here confirms this view. Correspondingly, 

the expectation is that the variables included in the model will have less bearing 

on the spin-off formation rate. The results also confirm this expectation. 

 
 FR individual start-ups  FR spin-offs  

Demand / supply:     
average income 0.01 (0.01) -0.02 (0.02) 
% unemployment -0.00 (0.01) -0.03 (0.01)† 
establishment density -4.58 (1.65)** -0.59 (2.69) 
population density -0.00 (0.00) 0.00 (0.00) 
   
Supply:   
% population 25-45 7.98 (2.89)** -9.04 (4.71)† 
   
Industry structure:   
% firms < 10 empl. -0.03 (2.64) 9.85 (4.30)* 
% service firms 3.71 (1.23)** -1.11 (2.00) 
% manufacturing firms -21.48 (3.73)** 12.18 (6.07)* 
% trade firms 0.29 (0.88) -3.07 (1.43)* 
   
Intercept -6.96 (2.58)** -9.37 (4.20)* 
Adjusted R square 0.74  0.75  
Durbin-Watson 1.17  1.39  
N 237  237  

Table 6.5: Multivariate analysis of regional differences in adjusted founding rates. 
OLS regression, dependent variables – Founding Rate individual start-ups, FR spin-offs (logit 
transformations). SE in parentheses 
† - significant at 10% level, * - 5% level, ** - 1% level 

 

 The first noticeable feature is the diminished significance of the 

variables. None of the variables are significant at the one percent level. In 

addition, some of the variables have an influence on spin-off rates which is at 

odds with their impact on individual start-up rates. Firstly, the establishment 

density has no significant influence on the spin-off founding rate, while it 
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negatively influences individual start-up rates. This is somewhat at odds with 

theoretical expectations. The negative sign indicates an overcrowding effect, 

while corporate spin-offs are assumed to be better equipped to assess the 

market opportunities in an area (Teece, 1998). They should be able to stay 

away from those regions with fierce competition. 

Secondly, a growth in the number of people aged between 25 and 45 

contributes negatively to corporate spin-off rates. Although the effect of age 

structure could be expected to be less important for corporate spin-off rates, the 

negative sign is unexpected. Corporate spin-offs are less dependent on the 

influence of entrepreneurs as the chiefs actors in the founding process are 

existing firms. Therefore, the impact of age structure on spin-off rates could be 

expected to be small or even nonexistent. However, the strongly negative 

influence is a surprise and a theoretical explanation is not obvious.  

Thirdly, a growing number of small companies positively influences the 

occurrence of corporate spin-offs. There are a couple of possible explanations 

for this. The entrepreneurship by employees coming from smaller companies 

could mainly be in the form of spin-off formation. The spin-off firms considered 

in Chapter 3 (Section 3.4) did tend to be organized in complex legal structures 

of several small independent units. If this is a general characteristic, it could 

explain the result. The result can also be explained by assuming the learning 

effects to be available only to corporate spin-off entrepreneurs who stay active 

in the same industry. Although small companies are assumed to prepare their 

employees to entrepreneurship better than larger companies, this beneficial 

effect might only apply to those entrepreneurs who stay in the industry and 

remain linked to the small parent firm. The lack of influence of this variable on 

individual start-up rates also fits this explanation. Finally, the mutual 

dependency between parent firm and ex-employee might be higher in small 

companies than in larger ones. Links between parent firm and spin-off may 

remain intact longer as a result. This would also lead to higher corporate spin-

off rates in areas with many small firms. More research into the relationship 

between spin-off firm and parent is necessary in order to make a more 

substantive argument taking into account the size of the parent companies. 

Whatever the reason, the view that smaller firm have problems creating spin-

offs because of a lack of resources and scale is refuted. 

 The fourth noteworthy result involves the impact of manufacturing 

industry. This negatively influences individual start-up rates, which is in line with 

the view that new firm formation is particularly concentrated in the service 
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industries. However, it does have a positive impact on spin-off rates. It seems 

that spin-off formation is especially common in those regions with a rather well-

developing manufacturing industry. It could be that the reliance on machinery, 

and the relatively high founding costs involved, requires an existing firm to be 

involved in the founding of a new manufacturing firm. This leads to the testable 

hypothesis that spin-off formation is especially relevant in manufacturing 

industries. Bernardt et al. (2002) did indeed find elevated levels of spin-off 

formation in manufacturing industry, strengthening the argument made above. 

 
6.6.2 Reflection 

The analyses described above give an explorative overview of the possibilities of 

splitting new firm formation rates into spin-off rates and individual start-up 

rates. The double analysis shows that considering new firms as one group (as is 

done in the labour market and ecological rates) obscures certain underlying 

patterns that are averaged out. Particularly spin-off formation rates are difficult 

to explain using the existing theoretical frameworks regarding new firm 

formation. There are few theoretical handles that can explain the results found. 

Naturally, this is rather unsatisfactory. However, it does show that spin-off 

formation is governed by different processes than individual start-up formation. 

The regression analyses explain the occurrence of individual start-up efforts 

rather well. Most of the variables in the analysis, based on theoretical ideas on 

individual entrepreneurship, have the expected effect. On the other hand, spin-

off formation processes are probably better explained with other variables tailor-

made for the description of spin-off processes. Regional employment figures 

could be a relevant variable because spin-off firms, by definition, spring from 

existing employment. It perhaps fits the processes involved better than, for 

example, the unemployment rate. The number of firms restructuring is also a 

possible explanatory variable since spin-off firms are, sometimes, the result of 

organizational restructuring (see Chapter 3). 

 
6.7 Conclusions 

The founding efforts of existing firms, embodied in spin-off formation, have not 

yet been fully integrated into the existing firm demographic framework. 

Although the importance of spin-off formation has been acknowledged, a solid 

methodological embedding is still absent. This is not really a problem in the 

study of spin-off formation processes since such studies can be based on case-

study research in which spin-off formation is described as a particular form of 
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new firm formation. However, the lack of a methodological underpinning is a 

problem in the explanation of regional differences in founding rates. Studies on 

regional founding rates usually lump all new firm formation efforts together. 

Estimates are formulated on the basis of theoretical insights that explain 

individual entrepreneurship and the role of existing companies is largely ignored. 

This is somewhat surprising given that the ecological approach to formulating 

founding rates is based on the idea that existing firms do influence the founding 

of new firms. The disregard of corporate initiatives in the explanation of regional 

new firm formation differences can be attributed to the lack of suitable data. 

This chapter formulates a research framework in which the influence of existing 

firms is included in the analysis. The first step was to distinguish between 

individual efforts and firm-influenced foundings (spin-offs). 

 In this study, the influence of existing firms on the founding of new ones 

is conceptualized as the transfer of resources. In order to identify spin-offs, it is 

necessary to identify the resources transferred. Further, it is necessary to 

establish a threshold level of firm influence. This threshold level is somewhat 

flexible and the level set for the threshold influences the number of spin-off 

firms identified considerably. The proportion ranges from 90% of spin-offs, 

when the threshold is set rather low, to only 10% when the threshold level of 

influence is very strict. A definition in which the parent firm has to support the 

founding is even more restrictive. The number of spin-offs diminishes by 

approximately a factor of five. Nevertheless, 15 to 20 percent of all firms can be 

classified as spin-offs in this situation: it remains a sizeable group of foundings. 

 In the second step of the analysis, the regional variation in spin-off firms 

is assessed. The analysis shown in this chapter is based on data from the Dutch 

Chambers of Commerce. The CoC distinguish between individual start-ups and 

firm-influenced foundings (spin-offs) at the establishment level. Although the 

dataset offers the possibility of distinguishing between firm-influenced foundings 

and individual foundings, the data are far from ideal. First, the data are on the 

establishment level. Second, the transfer of resources as such is not addressed. 

Despite these difficulties, the analysis did render some interesting results. 

 Most importantly, the results of the regression analyses for the individual 

start-up rates and the corporate spin-off rates did differ considerably. Especially 

the roles of the individual variables in the regressions are distinct. Individual 

start-up efforts can be explained rather well using the variables commonly used 

in this field. However, the ‘usual suspects’ did not explain the regional variations 

in spin-off rates very well. Spin-off formation seems to be a distinct process 
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requiring an alternative explanation. Variables such as the occurrence of 

reorganizations, the number of employed could possibly explain spin-off 

formation. Both variables are expected to positively influence the occurrence of 

spin-offs. 

 This chapter has made a step forwards in explaining spin-off formation at 

the regional level. If this argument were to be elaborated fully, it would enable 

a regional comparison of spin-off founding rates. Further, the individual start-up 

rates could be better identified, improving the strength of the explanations. 

There is thus still a long way to go. Firstly, datasets are needed that can be 

used to identify spin-offs. Secondly, a theoretical framework is needed that can 

explain regional differences in spin-off formation rates. In order to construct 

such a framework, the findings from micro-level spin-off research need to be 

translated into measurable macro-level variables. 
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Chapter 7. Summary and synthesis: 
entrepreneurship rooted in the past 

7.1  Entrepreneurship rooted in the past 

Rather than regarding it as a one-off chance event, entrepreneurship is much 

better understood as the outcome of a longer learning process (Ucbasaran et 

al., 2006; Shane, 2005). Entrepreneurs pick up knowledge and skills in their 

careers and then deploy it in their new firms. This is somewhat at odds with the 

common view of entrepreneurship in which the pioneering and groundbreaking 

work of entrepreneurs is emphasized. Entrepreneurs are seen as modern heroes 

even, working independently and answering only to themselves (Ehrenberg, 

1991). Although independence is an important element of entrepreneurship, too 

large a focus on this single element blurs the fact that entrepreneurship is often 

a team effort involving several entrepreneurs. Likewise, the role of history 

should not be underestimated. Entrepreneurial efforts are often firmly rooted in 

the past. In many cases, entrepreneurship reproduces existing practices and 

organizational structures. It is then much more a reproduction of the status quo 

than an innovative breach with the past. The role of history has not been 

neglected in studies on entrepreneurship; previous entrepreneurship experience, 

for example,  has been shown to help in the establishment of new firms 

(MacMillan, 1986). However, history is not always included in theoretical models 

explaining entrepreneurship. This study explicitly takes previous learning 
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experiences as a starting point in the explanation of entrepreneurship. In 

particular, the role of the employment career prior to the step of 

entrepreneurship is assessed.  

Previous employment experience is important in many respects. This 

study shows that over half of all entrepreneurs remain active in the same 

industry, and more than 80 percent of all entrepreneurs use skills and 

knowledge acquired in previous jobs. The guiding role of a previous job is 

probably most evident in the daily activities of entrepreneurs. The interviews 

conducted as part of this research reveal that many entrepreneurs continue to 

perform the same daily activities as when they were employed. The only 

difference is the ownership structure: the entrepreneurs now work on their own 

account. In that limited sense, the pioneering role of entrepreneurship is 

confirmed. The nature of new firm formation processes is, however, highly path 

dependent and can often be directly related to the previous employment of 

entrepreneurs. 

 
7.1.1 Spin-offs research 

Entrepreneurial efforts that build on existing organizational structures and 

previous jobs are generally referred to as spin-off companies. In recent years, a 

productive line of spin-off research has emerged. Spurred by the important work 

of Klepper (2000; 2001a; 2001b; 2005), who showed the role of spin-off 

formation in the evolution of industrial clusters, several researchers have 

described spin-off processes in a number of countries and industries (among 

others Dahl et al., 2003; Agarwal et al., 2004; Eriksson and Kuhn, 2004; Tübke, 

2004). Spin-off companies have distinct features because of their inherent links 

to the ongoing firms of the previous employers of the entrepreneurs involved. As 

such, spin-off firms are firmly rooted in the past. The path dependent processes 

governing spin-off creation relate to a number of issues in economic geography, 

economy and entrepreneurship studies. 

 The first theme in which spin-off formation plays a role is knowledge 

spillover and cluster formation. Klepper addresses the impact of spin-offs in the 

evolution of spatial clusters (Klepper, 2001b). The argument is rather 

straightforward: cluster evolution is sparked by one or two well-performing 

firms. These parent firms spawn new firms established by former employees 

(spin-offs). Employees leave the parent firm and start new firms on the basis of 

knowledge and skills gained in the parent firm. In order to benefit fully from the 

previously gained knowledge, the spin-off entrepreneurs will remain active in the 
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same, or a related, industry. At the same time, the employees are likely to stay 

in the region because they are reluctant to move away from existing social 

networks. As a result, a regionally confined iterative founding process may 

develop, leading to the emergence of an industrial cluster. Explaining cluster 

formation through spin-off creation provides interesting additional insights into 

existing cluster theory. It offers a mechanism that can explain the initiation and 

evolution of clusters. Explaining the development of clusters has always been a 

problem in cluster theory. Further, spin-off creation can be seen as a mode of 

knowledge transfer. Spatial clusters are assumed to be based on industry-

specific and region-specific knowledge, making clusters efficient places for 

production. Explaining the distribution of knowledge within clusters has also 

proven to be difficult in cluster theory. Spin-off formation is a possible 

mechanism for knowledge transfer from existing firms to new firms. It would 

therefore be interesting to see which types of knowledge and skills are 

transferred to the new firm from the parent firm. Strangely enough, spin-off 

research has given little attention to the nature of the knowledge and skills that 

flow from parent companies to spin-off firms. What is it exactly that spin-off 

entrepreneurs use in the formation of their new firms? The first research 

questions of this thesis relate to this aspect of spin-off formation. 

 

Question 1a. Which types of skills and resources resulting from previous employment 
do entrepreneurs deploy in the founding of new firms? 
 
Question 1b. To what extent and in which ways do existing firms influence the 
gestation processes of new firms? 

 

  The second issue to which spin-off formation can be related is a 

methodological problem in firm demography. There are two ways to describe the 

regional occurrence of foundings. In the first, the number of foundings is 

divided by the number of people active in the labour market. This is referred to 

as the labour market approach. In the second, the stock of firms is used as the 

reference category for the number of foundings. This approach is normally 

referred to as the ecological approach. Although both approaches are used to 

describe regional patterns in the occurrence of new firm formation, they actually 

reflect two distinct concepts. In the labour market approach, founding rates 

stem from the idea that the founding of firms that is a result of individual action. 

In contrast, the ecological approach sees new firm formation as the result of 
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actions by existing firms in the region. Spin-offs are foundings based on both 

individual and organizational inputs. In the founding process of spin-offs, 

therefore, both the labour market approach and the ecological approach simplify 

reality. Both firm-influenced foundings and foundings that lack the influence of 

existing firms occur. This observation calls for an approach that meaningfully 

distinguishes between firm-influenced and other foundings. Both groups can be 

described using appropriate founding rates. In order to accomplish this, spin-off 

formation needs to be integrated into the existing firm demographic framework, 

especially with regard to the calculation of founding rates. If it is possible to 

identify the occurrence of spin-offs in founding rates, then regional patterns of 

spin-off formation can be described. This would allow spin-off research to 

advance from primarily case-study based research to regional comparative 

analyses. 

 

Question 2. How can spin-offs, being new firms influenced by existing firms, be best 
included in the framework of firm demography, most notably in the establishment of 
founding rates? 

 

In the above discussion, the methodological reason for trying to establish 

founding rates for firm-influenced foundings was explained. However, there is 

also a more substantive argument, which comes to the fore in the third theme to 

which spin-off formation relates: the effectiveness of entrepreneurship. Previous 

studies have shown that spin-offs tend to be successful new firms (see, for 

example, Bernardt et al., 2002). The survival chances are relatively large, and 

spin-offs are often sizeable firms. The performance of spin-offs has been studied 

before, but most of these studies use case-study research or only regard small 

samples of the whole population. Further, spin-offs are normally defined on the 

basis of background variables, such as the previous employment positions of the 

entrepreneurs involved. In doing so, it remains unclear which features provide 

spin-offs with an advantage over other new firms. It is not simply their 

backgrounds, but rather the skills and resources they have gained from it. This 

study assesses the performance of spin-offs on the basis of resource transfer, 

the actual driving force behind spin-off formation. This approach can be seen as 

complementary to existing studies on spin-off formation. If spin-offs indeed 

differ from other foundings, this also provides an interesting substantive 

argument for the disentanglement of founding rates. If performance is different, 
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then spin-off founding rates carry distinct information from the founding rates 

describing individual start-ups. 

 

Question 3. How do the skills and resources resulting from previous employment 
influence the performance of new firms? 

 
7.2 Skills, resources and spin-off formation 

There is one important aspect distinguishing spin-off firms from other firms: 

resource transfer. Theoretical inferences about spin-off firms are based on this 

feature: spin-offs act as modes of knowledge transfer because resources are 

transferred from parent firm to spin-off, and spin-offs are successful 

entrepreneurial efforts because resources are readily available. Existing spin-off 

definitions do recognize the key role of resource transfer, but rarely use it as a 

guiding principle in the definition of spin-offs. The most influential definition of a 

spin-off regards a spin-off as a firm started by an entrepreneur with working 

experience in the same industry as the one in which the spin-off firm is active 

(Garvin, 1983). Resource transfer is assumed, and then used in the theoretical 

argumentation. It is not, however, the guiding principle in the definition. In this 

study, spin-offs are defined on the basis of resource transfer. The transfer of 

resources and skills to a founding is seen as the distinguishing feature of a spin-

off. 

 Two types of resource transfer are identified. First, entrepreneurs can 

capitalise on previously gained skills. While employed in a parent firm, 

employees gain knowledge and skills related to several aspects of running a 

business. If an employee leaves the parent firm, these internalised skills will be 

transferred to a new firm. This is the so-called indirect route of knowledge 

transfer. Second, parent firms can support foundings. Parent firms can endow 

foundings with resources for production, or they can offer other benefits, such 

as a guaranteed turnover. This is the direct route of resource transfer. Any 

founding effort can be classified using these two dimensions (Figure 7.1). On 

the basis of the extent of indirect and direct resource transfers, five ideal 

founding types can be defined: 

 

- Individual start-up: A founding without any direct or indirect resource transfer. 

The founding is not based on skills resulting from the founder’s previous 

employment or on support from a parent firm. 
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- Supported start-up: A founding based on direct resource transfer only. The 

founding is not based on skills resulting from the previous employment of the 

founders, but it has received support from a parent firm. 

- Spin-out: A founding based on indirect resource transfer only. The founding is 

based on skills resulting from the previous employment of the founders. 

- Spin-off: A founding based on both direct and indirect resource transfers. The 

founding is based on skills resulting from the previous employment of the 

founders and the support of a parent firm. 

- Corporate spin-off: A Founding that is entirely based on direct resource 

transfer. The inputs for the founding all originate from a parent firm. 

 

 

The focus in this study is on three entrepreneurial founding types: 

individual start-up, spin-out, and spin-off. Corporate spin-offs are not addressed 

because they form a category of their own since they are totally orchestrated by 

parent firms. The parent firm takes the decision to start a new firm and it also 

takes all the steps involved in setting it up. Direct resource transfer is the 

defining dimension in this situation. Indirect transfer may occur, if employees 

transfer from parent firm to new firm, but it is not seen as a defining element. 

Supported start-ups also receive little attention in the study, simply because 

they are not very common. As confirmed in this study, direct resource transfer 

usually goes hand in hand with indirect transfer. Finally, it is important to note 

that spin-offs involve both learning effects (indirect transfer) and support (direct 
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transfer). The industry-background definition of spin-offs only requires indirect 

resource transfer. This process is here referred to as spin-out formation, as 

coined by Agarwal (2004). 

 Identifying spin-offs and spin-outs based on resource transfer has the 

important advantage of staying close to the theoretical issues concerning spin-

off and spin-out formation. However, there are also two disadvantages. Firstly, it 

is empirically difficult to identify the skills and resources on which spin-offs are 

based. Consequently, the resource-transfer approach is difficult to implement in 

register-based research. A more fundamental problem of the approach is the 

fact that resource transfer is heterogeneous by nature. Resource transfer can 

take place in many ways, and may influence founding processes in distinct ways. 

It is therefore difficult to compare the impact of resource transfer on a range of 

cases. Guaranteed turnover may be important for one founding, but it can have 

a negligible influence in another founding process. As a consequence, setting 

boundaries between founding groups on the basis of the impact of resource 

transfer will always remain a grey area.  

One advantage of the scheme is that it enables a comparison to be made 

between various spin-off definitions. The two dimensions of resource transfer 

are continuous and, as a result, founding groups can be defined in a flexible 

way. If the definition is set very strictly, the spin-off group will be smaller than if 

a rather lenient definition is used. Different conceptualisations of spin-offs can 

be placed in the classification scheme on the basis of the boundaries set for 

both direct and indirect resource transfer. Existing spin-off studies can be 

compared on the basis of this type of information.  

The ambiguity involved in the description of the resource transfer 

dimensions calls for an exploration of the nature of the resources transferred to 

the foundings: which resources are transferred, and how important are they to 

the founding efforts? 

 
7.2.1 Transferring skills and resources 

Resources used in entrepreneurial efforts can originate from a range of sources 

including family, educational organizations, and governmental organizations. 

One of the most important sources, however, is previous employment. Not only 

does an employment career provide entrepreneurs with relevant knowledge 

about production processes, it also enables the development of useful contacts 

with possible suppliers, customers, and competitors. Previous employment can 

be regarded as a learning experience for entrepreneurs: entrepreneurs are 
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endowed with skills that can then be used in the founding of new firms. This 

educational role is largely recognized by entrepreneurs: close to 80% of the 

entrepreneurs in the survey indicated that previous employment has played a 

guiding role in their founding process. Without the previous job, the nature of 

the present firm would have been very different. The guiding role of previous 

employment is reinforced by the fact that about 60% of the entrepreneurs 

remain active in the same industry. Entrepreneurs build upon industry-specific 

skills they have developed in their previous employment. Given the specific 

nature of these skills, they are less relevant outside the industry. Leaving the 

industry to become self-employed would therefore involve additional risks and 

costs. The day-to-day activities of entrepreneurs are also firmly rooted in the 

positions they once occupied. The interviews, conducted as part of this study, 

reveal that the daily activities of entrepreneurs are similar to those they had as 

employees. The major difference is the fact that the entrepreneurs are now 

responsible for the firm, and bear full financial responsibility. The actual work 

done, however, remains very similar. 

With regard to the nature of the skills transferred from a parent firm to a 

founding, three broad fields to which the skills apply have been distinguished in 

this study. The first group of skills relates to the production process and the 

marketing of the product. It involves knowledge of the operational side of 

business as Stokes and Blackburn put it (2002). The entrepreneurs know the 

specificities of the market and the relevant products. This knowledge is used in 

their new firms. Not surprisingly, this type of knowledge is connected to industry 

experience. Particularly entrepreneurs with industry experience possess skills 

related to the production side of business. This means that spin-off definitions 

based on the industry experience of entrepreneurs essentially measure the 

operational knowledge of entrepreneurs. 

The second group of skills transferred from parent firms to foundings 

encompasses the organizational, or management, side of running a business. 

For many entrepreneurs the managerial side is new. Compared to product 

knowledge, far fewer entrepreneurs claim to bring any relevant managerial and 

organizational skills from their previous employment. Although they may have 

experience as managers, the specific organizational aspects of entrepreneurship 

are largely new. This helps explain why the interviewed entrepreneurs singled 

out the administrative burden as their number one complaint. Organizational 

knowledge is not fostered by industry experience. On the contrary, having 

industry experience reduces the likelihood of entrepreneurs using organizational 
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skills. It seems that entrepreneurs coming from outside an industry base their 

firms on their entrepreneurial and managerial abilities. Since they do not have 

product knowledge, they compensate for this with a solid understanding of how 

to run a business. In this sense, their competitive advantage is comparable to 

that of experienced entrepreneurs (habitual / serial entrepreneurs). 

 The third group of skills is somewhat diffuse, but alludes to an 

understanding of the external environment. This skills group reflects the 

contextual sensitivity of entrepreneurs. It includes knowledge of, and 

involvement in networks, assessment of demand and the identification of market 

opportunities. These skills are related to the external environment of the firm, 

whereas the first and second skills groups are more internally oriented. Skills 

related to the external environment are not seen as important learning elements 

in previous employment. Few entrepreneurs feel they have benefited from 

previous employment in terms of skills related to interacting with the external 

environment. Nevertheless, in the interviews, networking in particular was seen 

as a key element of entrepreneurship. Dealing with the environment is perhaps 

so obvious to the entrepreneurs that it is not seen as a skill gained during 

previous employment. 

The three skills groups identified in this research form a generalized 

classification for the educational function of existing firms. They relate to the 

indirect resource transfer dimension of Figure 7.1. Parent firms potentially 

educate their employees in these broad fields, and the resulting knowledge is 

used in new firm formation. However, existing firms exert additional influences 

on new firm formation processes. In some instances, support is given to a 

former employee. This is reflected in the direct resource transfer dimension of 

Figure 7.1. The employee may be allowed to use resources from the parent firm 

in the founding of a new firm. This study shows that support takes many distinct 

forms. Most of the support is intangible. It involves, for example, giving advice, 

allowing employees to work on establishing the new firm during working hours, 

or helping to find clients for the new firm. Over the years, such direct 

relationships tend to become less important. 

Apart from supplying entrepreneurs with building blocks for their new 

firms, existing firms also play a part in the decision-making process towards 

becoming an entrepreneur. Entrepreneurs do not necessarily start their own firm 

because of an intrinsic desire to become self-employed. The interviewed spin-

out and spin-off entrepreneurs instead acted upon more-or-less unexpected 

opportunities that arose from their previous employment position. They did not 
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set out to become entrepreneurs, but acted upon an emerging opportunity. The 

conditions for such a step into entrepreneurship can be created by existing 

firms. Firms are dynamic entities with constantly changing constitutions and, as 

a result, production processes and employees become repositioned in 

organizations. If an employee or production process drifts off towards the fringe 

of an organization, an opportunity for entrepreneurship can arise. If, for 

example, the position of an employee becomes no longer tenable the parent 

firm can decide to support the step into self-employment. If the employee 

leaves the firm and starts a new business, self-employment can be a good 

solution for both parties. If a production process is no longer part of the core 

business of a firm, an employee may decide to continue production in an 

independent firm. In this situation, the step toward self-employment is again 

made as a result of internal firm dynamics. Anecdotal evidence from this study 

suggests that support is likely to be given if internal firm dynamics induce 

entrepreneurship. If an employee is pushed away into self-employment, 

compensation to the ex-employee may be provided. If an employee is pulled by 

production opportunities, an agreement about taking over production resources 

has to be made. 

Support can be seen as the result of a bargaining process and It would 

be interesting to further elaborate upon this idea. Parent firms may have other 

motives for supporting founding efforts, but interpreting support as the outcome 

of a negotiation process regarding internal firm dynamics does explain why 

existing firms help the founding of new firms even if, at face value, it may 

appear against their own interests. A competitor may be introduced, but internal 

organizational problems are solved. It would be interesting to view this process 

from the position of the parent company. 

 
7.3 Spin-off founding rates 

In a regional context, the role of existing firms in the founding of new firms is 

represented by ecological founding rates. Ecological founding rates are based on 

the underlying assumption that all new firms result from the pool of existing 

firms. Although this research shows that existing firms do play a role in the 

founding processes of many new firms, for example by providing direct support, 

the assumption underpinning the calculation of ecological founding rates is 

untenable. Individual inputs also play an important role. Individual efforts justify 

labour market founding rates in which the number of new firms is related to the 
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size of the labour market population. In this approach, the contributions of 

existing firms are ignored. 

Previous studies show that the explanation of regional differences in 

founding rates reflect the approach used (Fritsch, 1994; Guesnier, 1994). This 

study also suggests slight differences in the explanation of regional founding 

rates depending on the founding rates used. The same variables have distinct 

impacts on ecological and labour market founding rates. Although unhelpful for 

the development of a comprehensive description of entrepreneurship, there is 

some logic to this finding. Foundings that are influenced by existing firms have 

distinct founding processes that are different to those of new firms that are 

purely individual efforts. Ecological founding rates and labour market founding 

rates denote different processes and are therefore likely to also have distinct 

explanations. The distinctions in the founding processes can be underlined by 

dividing up the total group of foundings based on the influence of existing firms 

in the founding process. In effect, the total group of foundings is divided into a 

firm-influenced group and a group without firm influence. Two distinct founding 

rates can then be calculated, the first describing individual start-up efforts, the 

second the occurrence of spin-off firms. Individual start-up efforts are related to 

the labour market population, while spin-offs are related to the stock of firms 

present in the region. Distinct explanations of the foundings processes should 

come through more clearly using this procedure. 

 This study shows that regional differences in individual start-ups and 

spin-offs are governed by distinct processes. Individual start-up rates are rather 

well explained by the variables commonly used to explain the whole group of 

foundings. These variables include age structure, establishment density and 

industrial structure. The same variables, however, have less impact on spin-off 

formation processes. Further, their roles in the explanation change in some 

cases. The share of small firms, for example, has no effect on individual start-up 

rates, whereas it positively influences spin-off rates. It has become clear that 

spin-off processes are not well described using the theoretical framework that 

underpins existing entrepreneurship research. The description of regional 

differences in the occurrence of spin-offs calls for a different framework which 

includes other variables. Spin-off formation processes are characterised by 

indirect skills transfer and direct support. Indirect skill transfer occurs if 

entrepreneurs use previous experience in the founding of new firms and 

variables used to explain regional differences in spin-off formation rates should 

represent this learning process. In this light, it would make more sense to 
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include employment levels rather than unemployment levels. Spin-offs are 

started by entrepreneurs who leave their previous jobs, making employment an 

appropriate variable for describing spin-off formation. On-the-job training is also 

a variable that could represent the learning processes involved. Apart from 

learning, spin-off formation also involves support. As shown in this study, 

support can be regarded as a negotiated solution to problems that result from 

internal firm dynamics. Firms change, and sometimes employees and production 

processes become redundant. Offering the opportunity to start a new firm with 

the support of the parent company can be a good solution for both parties. On a 

regional scale, this process can be represented by job turnover statistics or the 

restructuring operations of existing firms. Especially the occurrence of corporate 

spin-offs, in which the influence of parent firms is large, can probably be 

explained best by looking at the motives and the dynamics of the parent firms. 

The analyses in this study show that variables reflecting the supply and demand 

of entrepreneurship, as well as the industrial structure, have less bearing on 

regional differences in corporate spin-off formation than they do on regional 

differences in individual start-ups. 

 The regional pattern in spin-off and spin-out formation calls for an 

explanatory framework which is distinct from the one explaining the regional 

pattern in individual start-up formation. Spin-outs and spin-offs are heavily 

based on the concepts of on-the-job learning and support, and so these should 

come through in the variables. The influence of existing firms in the founding 

process calls for variables that relate to structural changes in the firms. Not only 

are the founding processes of spin-offs, spin-outs, and individual start-ups 

distinct, the characteristics of the foundings may also differ and with this 

information the founding rates convey. If, for example, performance differs 

across the founding types, the distinct founding rates indicate the occurrence of 

successful entrepreneurship. 

 
7.4 Outperforming the competition 

Assessing the influence of existing firms on the founding processes of new firms 

is not purely a methodological exercise aimed at correcting founding rates. 

There is also a substantive reason. Previous studies have shown that new firms 

based on resources coming from existing firms outperform firms that do not 

enjoy these inherited resources and skills. Spin-off founding rates and individual 

start-up rates therefore convey different information about average performance 

and hence regional economic development. Existing research has shown the 
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above average performance of spin-off firms (for example Klepper and 

Thompson, 2005). However, these studies normally use the backgrounds of the 

entrepreneurs involved as approximations for the specific skills used in the 

foundings. Although this is, empirically, a very insightful way, the theoretical 

concept of skills transfer is somewhat disregarded. This study explicitly links the 

transfer of skills to the performance of the foundings. As such, it adds to 

existing studies on this subject.  

Two aspects of performance are assessed in this study. The first aspect 

is the ability of foundings to successfully conclude the founding process. Many 

firms do not survive the early years of existence and a substantial number do 

not even complete the founding process (Van Gelderen et al., 2003). The second 

performance indicator is the innovative output of firms. Theoretically, the idea is 

quite simple: firms with the best access to resources will outperform other firms. 

Spin-offs and spin-out have automatic access to resources through their parent 

firm and so, on average, the resources available to spin-offs and spin-out will be 

better, leading to elevated levels of performance. 

The analyses in this study suggest a more subtle relationship between 

resources input from existing firms and performance. Indirect skills transfer 

generally has a positive effect. Support, however, is not necessarily helpful for 

new firms. Although the empirical results are not conclusive, they do suggest a 

negative impact rather than a positive one. There are a couple of suggested 

explanations. Firstly, supported foundings (spin-offs) could be smothered by the 

relationship with their parent companies. Entrepreneurs may continue to work in 

the same patterns as within the parent firm. The finding that spin-off 

entrepreneurs retain, more-or-less, the same daily working routines supports 

this view. As a consequence, supported firms may have fewer incentives to 

innovate. Especially if support is given in the form of guaranteed turnover, 

innovation and market exploration are not imperatives. In short, progress is 

hampered by a lack of independence and the consequent lack of incentives to 

innovate. This links to a second explanation of why support is not necessarily a 

blessing. Independence is always highlighted as one of the main reasons for 

self-employment. Since supported foundings are less independent than 

individual start-ups, this could indicate that entrepreneurs involved in supported 

foundings are different from unsupported entrepreneurs. To put it bluntly, 

supported entrepreneurs are not real entrepreneurs in the sense that they do 

not seem to relish independence. Perhaps they resemble contract employees, 

making them less suited to entrepreneurship. In fact, supported 
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entrepreneurship seems to be promoted by being in a somewhat detached 

position in the parent organization. The production, or the employees 

themselves, have drifted towards the fringe of an organization and a supported 

step into self-employment can be seen as a negotiated outcome of this fringe 

position. Entrepreneurship was not a long-term goal, and the employees were 

suddenly confronted with an entrepreneurship opportunity. The choice of 

entrepreneurship was partly external. As a result, less talented entrepreneurs 

may end up starting supported firms such as spin-offs. 

The role of support and the use of experience in foundings remain 

debatable. It seems clear though that many entrepreneurs do build on their 

previously developed skills and knowledge. The exact impact on the 

performance of their foundings, however, remains unresolved. The analyses in 

this study call for a more critical assessment of the influence of support on 

founding efforts. Support is clearly not a panacea for all the problems 

surrounding founding efforts. 

 
7.5 New ideas, avenues for further research 

The ideas elaborated in this study relate to a number of issues in economic 

geography and firm demography. Based on the results, new questions inevitably 

arise which can form the basis for new studies. Here, I will highlight three 

options. 

A logical step would be the further development of the theoretical model, 

in which spin-off and spin-out formation is described on the basis of resource 

transfer. The theoretical validity of focussing on resource transfer as the guiding 

factor in spin-off and spin-out research seems rather clear. It is already used as 

a prominent argument in the explanation of spin-off performance and the role of 

spin-offs in knowledge spillover processes. However, the practical value of the 

approach can still be further developed. Although this study has provided a 

number of empirical conceptualisations based on the classification model of 

resource transfer, the classification still lacks an unequivocal empirical 

translation into easily recognisable variables. More attention is warranted to 

develop measurable variables that can be used to explain the occurrence of 

spin-offs, both at the firm and regional levels. Studies linking measurable 

variables (such as industry experience) to actual knowledge transfer can help fill 

this gap. On the regional level, it would be interesting to further explore the 

message conveyed by spin-off rates and individual start-up rates. The results of 

this study indicate that spin-off firms tend to be rather successful in terms of 
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employment and survival chances. However, their innovative output seems 

average at best. It therefore seems worth developing the idea that spin-offs 

form a solid base for regional development. In contrast, individual start-ups may 

be particularly important for the development of new ideas and innovation in a 

region. 

 Another topic that offers interesting opportunities for further research on 

spin-off formation involves a more explicit recognition of the parent firm, 

including in the research design. This study, as with other research, focuses 

mainly on the entrepreneur. Spin-off and spin-out processes are described on 

the basis of information collected at the individual level. The information does 

give insights into the motives and roles of the parent companies, but the 

entrepreneur is the point of departure. It would be interesting to explicitly 

consider the other side of the coin: the parent companies. Parent companies are 

crucial in the founding processes of spin-offs, but the basis for their cooperation 

remains unclear. By also assessing this other actor, spin-off processes could be 

described more fully. It would be especially insightful to see how parent 

companies value spin-off and spin-out creation. On the one hand, valuable 

resources are lost and a possible competitor enters the market. On the other 

hand, spin-offs and spin-outs can grow into reliable business partners. What 

motives do parent companies when they support leaving employees? The 

anecdotal evidence presented in this study suggests that support is often a very 

economic choice by the parent companies. However, this result is based on a 

limited number of interviews with entrepreneurs. Taking the point of view of the 

parent companies into account may lead to additional insights regarding the 

founding process of spin-offs. 

 The last research area that I would like to raise here would entail a 

combination of spin-off research and the emerging empirical methods 

concerning networks. Combining both fields is potentially a very promising way 

to further assess knowledge spillover networks, for example in spatial clusters 

since spin-off formation is one means of knowledge distribution in spatial 

clusters. Spin-off firms are based on specific knowledge, mainly related to the 

operational side of business. If spin-offs remain in a region, specific knowledge 

also stays there and an iterative spin-off formation process may lead to the 

development of an industry cluster based on specific information. Such a 

process can be described in a network context. 

Networks have been studied quite extensively in the field of physics and 

biology (see for an overview Strogatz, 2003), for example in explaining the 
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synchronic blinking of fireflies. In regional sciences, the interest in networks is 

more recent (see for example Maier & Van Dijk, 2005). Networks are all about 

actors and the connections between them. On the basis of the linkages and the 

actors involved, the efficiency of a network can be assessed using quantitative 

methods. This methodology could be used to describe spin-off formation 

processes in relation to cluster formation. Seeing spin-offs as new firms based 

on the transfer of resources opens up the possibility of using the methods 

available in network research to assess cluster formation and knowledge 

spillovers. In this view, foundings can be regarded as actors. A connection 

between a parent firm and a founding indicates that the founding is based on 

knowledge transfer. In other words, the founding is a spin-off or a spin-out. On 

the basis of this information, the distribution of knowledge through spin-off 

formation can be assessed. It could be expected that the transfer of knowledge 

(i.e. the occurrence of spin-offs) is more prominent in clusters than in 

surrounding areas. Such an approach would even allow a definition of clusters in 

which resource knowledge transfer between firms is the fundamental criterion. 

This approach would also enable a more detailed description of the mechanisms 

governing cluster development. 

 
7.6 Spin-outs and spin-offs: fitter, happier and more productive 

Whether spin-off and spin-out entrepreneurs are happier than other 

entrepreneurs is unclear. However, this study does show that spin-offs and spin-

outs outperform other founding efforts: they are generally fitter and more 

productive. Although this study calls for a nuanced view on the performance of 

spin-offs and spin-outs, it does show that spin-offs and spin-outs are important 

types of new firm formation. A sizeable group of entrepreneurs build on the 

knowledge and skills gathered as employees and the support provided by parent 

companies. Given the inherited links with existing firms, the founding processes 

of spin-offs and spin-outs are distinct from other foundings. Moreover, the 

resulting firms have distinct features and play different roles in regional 

economic development. This study has tried to contribute to the understanding 

of these processes. Nevertheless, there are still many questions to be answered. 

Particularly the link between spin-off formation and regional development seems 

worth exploring in more detail. I am looking forward to new studies regarding 

spin-offs and spin-outs in order to further assess success factors and their roles 

in regional economic development. This study suggests that the transfer of skills 

and resources should be regarded as the guiding factor in these processes. 
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Samenvatting 

1. Ondernemerschap vanuit het verleden 

Moderne helden. Dat is volgens Ehrenberg (1991) het heersende stereotype 

beeld over ondernemers. Ondernemers zijn onafhankelijk en leggen alleen 

verantwoording af aan zichzelf. Daarbij zorgen ze voor economische vooruitgang 

en de ontwikkeling van nieuwe ideeën. Dit moderne-helden-idee over 

ondernemerschap bepaalt in sterke mate het debat over ondernemerschap in de 

media, beleid en ook binnen de wetenschap. Hoewel onafhankelijkheid en 

vooruitgang zeker belangrijke aspecten van ondernemerschap zijn, zorgt de 

nadruk op deze aspecten voor een eenzijdige blik op ondernemerschap. Een deel 

van de nieuwe bedrijven bouwt namelijk nadrukkelijk voort op bestaande 

organisatorische structuren en producten. Deze nieuwe bedrijven zijn dan niet 

gebaseerd op een innovatieve breuk met het verleden, zoals het heldenidee van 

ondernemerschap veronderstelt. De oprichting kan veel beter begrepen worden 

als een logisch gevolg van een bestaande situatie en in het verleden opgedane 

kennis. Bestaande bedrijven vormen een belangrijk onderdeel van het ‘verleden’ 

waarop deze nieuwe bedrijven worden opgestart. Nieuwe bedrijven met een 

dergelijke intrinsieke link naar een bestaand bedrijf worden spin-off bedrijven 

genoemd. Hoewel spin-off bedrijven zelfstandige bedrijven zijn, voldoen ze 

daardoor per definitie niet aan het stereotype beeld van ondernemerschap als 

pioniersactiviteit. Ze hebben nadrukkelijk banden met bestaande bedrijven en ze 

zijn gebaseerd op kennis die van bestaande bedrijven afkomstig is. Dit 
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onderzoek richt zich op die nieuwe bedrijven die getypeerd kunnen worden door 

hun wortels in bestaande structuren, ofwel spin-offs. 

 Er is een aantal belangrijke redenen om spin-offs te bestuderen. Ten 

eerste spelen spin-off bedrijven een rol bij kennisverspreiding in een economie. 

Doordat er een link bestaat tussen bestaande bedrijven en spin-off bedrijven 

stroomt er kennis van de bestaande bedrijvigheid naar de spin-offs. Als spin-off 

bedrijven worden opgericht nabij het moederbedrijf dan blijft de kennis voor de 

regio behouden en kan er regiospecifieke kennisontwikkeling plaatsvinden. Dit 

mechanisme kan een rol spelen bij de ontwikkeling van regionale economische 

clusters. Spin-off onderzoek kan zo bijdragen aan theorievorming rondom 

concentratie van economische activiteiten in bijvoorbeeld clusters. Ten tweede 

blijken spin-off bedrijven relatief succesvolle bedrijven. Ze hebben een hoge 

overlevingskans en zijn vaak groter dan andere nieuwe bedrijven. Onderzoek 

naar spin-offs draagt zo bij aan het begrip van succesvol ondernemerschap. Ten 

derde is er een methodologische reden ten aanzien van startcijfers om spin-off 

bedrijven te onderzoeken. In regionale vergelijkingen van ondernemerschap is 

het gebruikelijk om met startcijfers de relatieve aanwezigheid van nieuwe 

bedrijven in een regio weer te geven. Deze startcijfers worden geconstrueerd 

door het aantal nieuwe bedrijven in een regio te delen door ofwel het aantal 

personen op de arbeidsmarkt ofwel het aantal bedrijven in die regio. Een keuze 

voor de arbeidsmarktbenadering betekent, dat alle nieuwe bedrijven worden 

verondersteld opgericht te zijn door personen op de arbeidsmarkt. Een keuze 

voor de ecologische benadering (delen door het aantal bedrijven) gaat samen 

met de theoretische aanname, dat alle bedrijven worden opgericht door 

bestaande bedrijven. Beide situaties komen voor: spin-off bedrijven ondervinden 

een grote invloed van bestaande bedrijven en andere bedrijven niet. Door te 

kiezen voor één van de benaderingen wordt één van de startgroepen 

automatisch tekort gedaan. De oplossing is vrij simpel. Wanneer een nieuw 

bedrijf in belangrijke mate is beïnvloed door een moederbedrijf dan kan de 

ecologische methode worden gebruikt, terwijl pure individuele starts met de 

arbeidsmarktmethode kunnen worden beschreven. In feite wordt de groep van 

nieuwe bedrijven gesplitst in een spin-off groep en een individuele oprichtingen 

groep. Om dit te kunnen doen, is een goed begrip nodig van de invloed die 

bestaande bedrijven uitoefenen op de oprichting van nieuwe. Een beter begrip 

van spin-off processen kan hierbij helpen. Het scheiden van het startcijfer in 

twee verschillende startcijfers heeft twee voordelen. Enerzijds leidt het tot een 

verbeterde theoretische match tussen het type oprichting en de risicopopulatie 
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bij het opstellen van startcijfers. Anderzijds, als blijkt dat spin-off bedrijven zich 

anders gedragen dan individuele starts dan hebben de twee verschillende 

startcijfers ook inhoudelijke betekenis. De twee typen startcijfers beschrijven 

dan twee verschillende economische processen met andere gevolgen voor de 

ontwikkeling van een economie. 

 Bovenstaande aspecten van spin-off formatie geven aanleiding tot de 

drie hoofdvragen van dit onderzoek. 

 

1a. Welke vaardigheden en bronnen opgedaan in een vorige baan, gebruiken  

ondernemers in de oprichting van hun nieuwe bedrijven? 

1b. In hoeverre en op welke manieren beïnvloeden bestaande bedrijven de  

oprichting van nieuwe? 

2. Hoe kunnen spin-offs, als starts met een achtergrond in een  

moederbedrijf, opgenomen worden in het bedrijfsdemografisch  

raamwerk, in het bijzonder ten aanzien van startcijfers? 

3. Hoe beïnvloeden de getransfereerde vaardigheden en bronnen de  

prestaties van de nieuwe bedrijven? 

 
2. Bronnentransfer 

In bestaand onderzoek naar spin-offs wordt meestal een praktische spin-off 

definitie gebruikt. De definitie is dan gebaseerd op relatief eenvoudig meetbare 

achtergrondvariabelen die betrekking hebben op de oprichter. Het belangrijkste 

voorbeeld hiervan is de definitie van Garvin (1983): “Een spin-off is een bedrijf 

dat opgericht wordt door een ondernemer afkomstig uit dezelfde sector.” Het 

idee is, dat een spin-off zich onderscheidt van andere bedrijven door de 

sectorspecifieke ervaring die de ondernemer met zich meebrengt. Hoewel de 

definitie is gebaseerd op de herkomst van de ondernemer, gaat het dus bij de 

theoretische betekenis niet zozeer om de herkomst van de ondernemer als wel 

om de vaardigheden en bronnen die door de spin-off ondernemer worden 

meegebracht. In deze studie vormt deze transfer van vaardigheden en bronnen 

de basis voor de spin-off definitie. Door dit te doen blijft de definitie dichterbij 

de theoretische ideeën van bronnentransfer die de verschillen tussen spin-off 

bedrijven en andere bedrijven verklaren. Een bijkomend voordeel is, dat 

specifieke kennis niet sectorgebonden wordt verondersteld. Een ICT medewerker 

van een bank kan kennis opbouwen die specifiek is voor de ICT sector, terwijl 

de medewerker in de financiële sector werkt. In de definitie van Garvin is een 
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ICT bedrijf opgericht door deze medewerker geen spin-off. Als kennistransfer 

het uitgangspunt is, dan is er wel sprake van een spin-off. 

 Er zijn twee manieren waarop bronnen en vaardigheden worden 

overgebracht van bestaande bedrijven naar nieuwe. De eerste manier is de 

indirecte route. Medewerkers van een bedrijf starten hun eigen bedrijf op basis 

van de ervaring en kennis die ze hebben opgedaan in het moederbedrijf. De 

bronnen van het moederbedrijf worden via de ondernemer (dus indirect) 

overgebracht naar het nieuwe bedrijf. De tweede manier is de directe route. Het 

moederbedrijf steunt de oprichting van een nieuw bedrijf door een gedeelte van 

haar bronnen beschikbaar te stellen aan het nieuwe bedrijf. Deze steun kan 

allerlei vormen aannemen. De ondernemer krijgt bijvoorbeeld de mogelijkheid 

onder werktijd aan de oprichting van het nieuwe bedrijf werken, het nieuwe 

bedrijf krijgt een afzetgarantie of het nieuwe bedrijf wordt ondergebracht in de 

gebouwen van het moederbedrijf. Op basis van deze twee dimensies, indirecte 

en directe bronnentransfer, kunnen vier soorten oprichtingen worden 

onderscheiden: 

 

Individuele start: Een nieuw bedrijf, dat is gestart zonder indirecte of directe 

bronnentransfer. Het nieuwe bedrijf is niet gestart op basis van ervaring van de 

ondernemer of steun van een moederbedrijf. 

Gesteunde start: Een nieuw bedrijf, dat is gestart op basis van directe 

bronnentransfer. Ervaring is onbelangrijk, maar er is wel steun van het 

moederbedrijf. 

Spin-out: Een nieuw bedrijf, dat is gestart op basis van indirecte 

bronnentransfer. De ondernemer gebruikt de in loondienst opgedane ervaring, 

maar krijgt geen steun van de moederorganisatie. 

Spin-off: Een nieuw bedrijf, dat is gestart op basis van zowel indirecte als 

directe bronnentransfer. De ondernemer gebruikt de ervaring opgedaan in de 

vorige baan. Daarbij wordt het bedrijf ondersteund door het moederbedrijf. 

 

Tenslotte is er nog een vijfde type, dat zich boven de dimensies van 

bronnentransfer bevindt. Dit type is de organisatorische spin-off. In deze 

gevallen is het nieuwe bedrijf het resultaat van een strategische 

bedrijfsbeslissing van een moederbedrijf. Het moederbedrijf orkestreert de hele 

oprichting van het bedrijf en er is dus geen ruimte voor individueel 

ondernemerschap. Dit type is daarom in de empirische analyses buiten 
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beschouwing gelaten. Ook gesteunde starts worden buiten beschouwing gelaten 

omdat dit type in de praktijk weinig voorkomt. 

 Door de transfer van bronnen als uitgangspunt te nemen dringt zich 

automatisch de vraag op, welke bronnen er dan gebruikt worden in de 

oprichting van spin-out en spin-off bedrijven. Met andere woorden, welke 

invloed speelt het moederbedrijf als leverancier van bronnen en op welke 

gebieden ligt deze invloed? Om hier inzicht te krijgen is een enquête gehouden 

onder jonge bedrijven in Noord-Nederland. Allereerst valt hierbij op, dat de 

invloed van de vorige baan van ondernemers moeilijk onderschat kan worden. 

Ongeveer 80% van de respondenten geeft aan, dat ervaringen uit de vorige 

baan een belangrijke rol hebben gespeeld bij de oprichting van hun nieuwe 

bedrijf. Dit verklaart ook waarom het grootste deel van de ondernemers (60%) 

actief blijft in dezelfde sector. Hun opgedane kennis is minder relevant in een 

andere sector, waardoor het niet aantrekkelijk is de sector te verlaten. Het 

duidelijkst komt de voorbereidende rol van de vorige baan naar voren in de 

dagelijkse activiteiten van de ondernemers. In aanvullende interviews 

benadrukken de ondernemers dat ze veelal hetzelfde werk doen als toen ze in 

loondienst actief waren. Wat betreft hun dagelijkse bezigheden is er dus niet zo 

veel veranderd voor de ondernemers. 

 De enquête bevat ook informatie over de soorten kennis en steun die de 

ondernemers hebben gekregen. Er zijn drie aspecten van de bedrijfsvoering te 

onderscheiden, waarin ondernemers worden opgeleid in hun vorige baan. Ten 

eerste gebruiken spin-off en spin-out ondernemers zogenoemde operationele 

kennis. Deze kennis omvat inzicht in het product en het productieproces, maar 

ook in de marketing van het product. Deze kennisgroep komt het meest voor en 

blijkt bovendien het meest sectorgebonden. Ondernemers die in dezelfde sector 

actief blijven nemen relatief vaak operationele kennis mee naar hun nieuwe 

bedrijf. De tweede kennisgroep bevat organisatorische kennis en heeft 

betrekking op het managen van het nieuwe bedrijf. Kennis over de organisatie 

wordt minder vaak meegenomen van de vorige baan. Het is dan ook niet 

verwonderlijk, dat veel ondernemers juist op dit vlak problemen ondervinden. 

Kennelijk biedt een carrière in loondienst wel de inhoudelijke kennis om 

zelfstandig te worden, maar veel minder de organisatorische. Ten derde is er 

nog een ervaringscategorie die het best te omschrijven is als kennis van de 

interactie met de omgeving. De ondernemers gebruiken hun ervaring met 

betrekking tot het acteren in netwerken, het aftasten van de vraag en het 

zoeken naar gaten in de markt. Hoewel netwerken in de interviews als erg 
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belangrijk naar voren komt, wordt het in de enquêtes slechts sporadisch 

genoemd. Dit resultaat wekt enige verbazing aangezien het gebruiken van 

netwerken vaak genoemd wordt als een belangrijk onderdeel van de 

bedrijfsvoering. Het zou kunnen zijn, dat netwerken een zo ingeslepen bezigheid 

is van de ondernemers, dat ze het niet als een leerervaring vanuit hun vorige 

baan hebben aangeduid. Als er iets langer over gepraat wordt, zoals in de 

interviews, komt het wel bovendrijven als een belangrijke leerervaring. 

 Bovenstaande driedeling heeft betrekking op de indirecte transfer van 

bronnen en vaardigheden, dus op de vaardigheden die met de ondernemer mee 

verhuizen van moederbedrijf naar nieuw bedrijf. De tweede vorm van 

bronnentransfer, de directe route, is de hulp die moederbedrijven geven aan 

hun voormalig werknemers. Hoewel minder belangrijk dan indirecte 

bronnentransfer, komt directe steun toch nog in ongeveer 20% van alle 

oprichtingen voor. De vorm van de steun is erg diffuus. Het is wel opvallend, dat 

de meeste steun niet fysiek is. Bedrijven geven liever advies, tijd voor de 

oprichting, of afzetgaranties dan kapitaal of bijvoorbeeld huisvesting. Deze niet 

tastbare vormen van steun vergen waarschijnlijk minder van het moederbedrijf 

dan fysieke steun. 

 Een opvallende rol van moederbedrijven die naar voren kwam in de 

interviews heeft betrekking op de beslissing tot ondernemerschap. Veel van de 

geïnterviewde spin-off en spin-out ondernemers hadden niet een 

langgekoesterde wens tot ondernemerschap. Veel van de bedrijven lijken te zijn 

gestart na min of meer toevallige omstandigheden in het moederbedrijf. Een 

werknemer merkte bijvoorbeeld, dat een productielijn zou worden afgestoten en 

nam die in overleg met het moederbedrijf over. In een ander geval leidde de 

ondernemer een reorganisatie, waardoor de positie binnen het moederbedrijf 

onhoudbaar werd. Interne bedrijfsdynamiek vormde in deze gevallen de directe 

aanleiding voor ondernemerschap. Het is opvallend, dat juist in deze gevallen de 

nieuwe bedrijven vaak steun kregen van het moederbedrijf. Doordat de 

aanleiding tot ondernemerschap zich binnen het moederbedrijf bevindt, is het 

moederbedrijf automatisch betrokken bij de oprichting van het nieuwe bedrijf. 

Ondernemerschap kan een manier zijn om interne dynamiek in goede banen te 

leiden. Het kan een oplossing zijn voor problemen binnen het moederbedrijf. De 

gegeven steun is een tegenprestatie voor het oplossen van een intern probleem. 

Dit verklaart ook, waarom spin-off bedrijven worden gesteund, zelfs wanneer de 

kans bestaat dat ze concurrenten worden. Het oplossen van ongewenste interne 

dynamiek weegt dan zwaarder dan het steunen van een mogelijke concurrent. 



179 

3. Startcijfers 

De rol van bestaande bedrijvigheid in de oprichting van nieuwe wordt in een 

regionale context uitgedrukt door ecologische startcijfers. Het aantal nieuwe 

bedrijven in een regio wordt gedeeld door het aantal bestaande bedrijven. Dit 

impliceert, dat alle nieuwe bedrijven afstammen van bestaande bedrijven. Dit is 

niet het geval. Ook individuele acties zijn belangrijk en deze komen tot 

uitdrukking in de arbeidsmarktbenadering, waarin het aantal nieuwe bedrijven 

wordt gedeeld door het aantal mensen op de arbeidsmarkt. De waarheid ligt 

ergens tussen deze twee extremen. Zoals uit de vorige paragraaf blijkt, zijn 

sommige oprichtingen in belangrijke mate beïnvloed door bestaande bedrijven 

en andere niet. Daarbij blijkt, dat oprichtingsprocessen van bedrijfbeïnvloede 

oprichtingen (spin-offs) anders zijn dan die van individuele starts. Dit zou ook 

tot uitdrukking moeten komen in de verklaring van regionale verschillen in 

startcijfers. Om dit te onderzoeken is de verklaring van spin-off startcijfers 

vergeleken met de verklaring van individuele startcijfers. De totale regionale 

ondernemerschapsactiviteit is dus opgespitst in twee startcijfers. Het spin-off 

startcijfer is het quotiënt van het aantal spin-offs in een regio en de bestaande 

bedrijvigheid. Het individuele startcijfer is het aantal individuele starts gedeeld 

door het aantal mensen op de arbeidsmarkt. 

 Inderdaad blijkt, dat er verschillen bestaan tussen de beide startcijfers. 

Allereerst verschilt de regionale verdeling van de spin-off cijfers en de 

individuele startcijfers. De individuele startcijfers laten een bekend patroon zien, 

waarbij de Randstad de hoogste graad van ondernemerschap heeft en de cijfers 

langzaam dalen richting de omliggende gebieden. De pure vorm van individueel 

ondernemerschap (de ‘heldenvisie’) lijkt zich dus in het urbane centrum van 

Nederland te concentreren. De spin-off cijfers pieken ook in de Randstad, maar 

ook in andere gebieden. Zo hebben gebieden in Brabant en Groningen relatief 

hoge spin-off cijfers. Het zou kunnen zijn dat nieuwe bedrijven met een 

intrinsieke link naar een bestaand bedrijf een bewustere plaatskeuze kunnen 

doen en dan wat vaker de relatieve rust van de gebieden buiten de Randstad 

opzoeken. Daarbij zou, in het geval van Brabant, de rol van Philips als 

moederbedrijf een rol kunnen spelen voor de relatief hoge cijfers. 

 De verschillen zitten echter niet alleen in de regionale verdeling, ook de 

verklaring van de gevonden patronen verschilt. Dit wijst erop, dat de twee 

startcijfers inderdaad verschillende processen aanduiden. Bestaand empirisch 

onderzoek neemt vaak individueel ondernemerschap als uitgangspunt en het is 

dan ook niet verbazingwekkend, dat individuele startcijfers goed verklaard 
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worden door het bestaande empirische onderzoeksraamwerk. Spin-off cijfers 

worden minder goed verklaard door dezelfde variabelen. Daarbij hebben 

sommige variabelen andere effecten op de twee startcijfers. Het aandeel kleine 

bedrijven in een regio bijvoorbeeld, heeft geen effect op de individuele 

startcijfers en een positief effect op spin-off cijfers. Spin-off ondernemers doen 

veel van hun kennis op in kleine bedrijven, omdat ze daar gemiddeld minder 

specialistische werkzaamheden hebben. Ze zien daardoor meer van de hele 

bedrijfsvoering en dit kunnen ze gebruiken voor de oprichting van hun nieuwe 

bedrijf. De verschillen in verklaring wijzen erop, dat het voorkomen van spin-offs 

verklaard zou moeten worden met een andere theoretisch raamwerk dan het 

voorkomen van individuele starts. In dit raamwerk zou het opdoen van ervaring 

en de invloed van bestaande bedrijvigheid voorop moeten staan. 

 
4. Verschillen in prestatie 

Het opstellen van twee verschillende startcijfers heeft niet alleen theoretische 

betekenis, spin-off cijfers en individuele startcijfers geven twee verschillende 

startprocessen aan. Daarbij zouden ook de prestaties van beide startgroepen 

kunnen verschillen. Als dat het geval is dan hebben de twee startcijfers ook 

betekenis met betrekking tot regionale economische ontwikkeling. Hoge spin-off 

cijfers betekenen dan iets anders voor de economische ontwikkeling van een 

regio dan hoge individuele startcijfers. De verwachtingen betreffende deze 

verschillen in succes zijn vrij eenvoudig. Spin-offs en spin-outs hebben per 

definitie, door hun intrinsieke link naar een bestaand bedrijf, een eenvoudige 

toegang tot bronnen voor productie. Individuele starts hebben minder toegang 

tot zulke bronnen en als gevolg daarvan zal hun prestatieniveau gemiddeld lager 

liggen. In deze studie is gekeken naar twee aspecten van succes: 

levensvatbaarheid in de allereerste fasen van de bedrijfsoprichting en innovatie. 

 De overlevingskans wordt vaak gebruikt als indicator van bedrijfssucces. 

Het gaat hierbij vaak om de overleving van bedrijven na de start. Zo is bekend, 

dat na vijf jaar ongeveer de helft van alle nieuwe bedrijven al weer ter ziele is. 

Over de mate waarin ondernemers hun bedrijf van de grond krijgen is echter 

veel minder bekend. In hoeverre zijn ondernemers in staat om hun bedrijfsidee 

om te zetten in een functionerend bedrijf? Deze vraag is relevant, omdat het 

beleidsmakers kan helpen te bepalen welke bedrijven extra steun nodig hebben 

tijdens de oprichtingsfase en welke op eigen benen kunnen staan. Het blijkt, dat 

ondernemers die voortbouwen op hun kennis uit een vorige baan een klein 

streepje voor hebben op andere ondernemers. De verschillen zijn echter niet erg 
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overtuigend. Ondernemerschapservaring is bijvoorbeeld een veel sterkere 

voorspeller van oprichtingssucces. De rol van de vorige werkgever in de het 

oprichten van een nieuw bedrijf lijkt dus gering. Directe steun van een 

moederbedrijf kan zelfs averechts werken. Hoewel de geboden steun een 

vangnet kan zijn wanneer er problemen ontstaan, kan het ook de 

zelfstandigheid van bedrijven compromitteren. Uit de interviews bleek al, dat het 

gebrek aan zelfstandigheid een probleem is waar spin-off ondernemers tegenaan 

lopen. De mogelijk negatieve invloed van steun komt sterk naar voren in de 

analyses over innovatie. Bedrijven die in contact blijven met hun vorige 

werkgever hebben minder innovatieve output dan andere bedrijven. Dit effect 

wordt nog versterkt, wanneer het moederbedrijf en de spin-off dichtbij elkaar 

zijn gevestigd. Kennelijk hebben de spin-off bedrijven minder noodzaak om te 

innoveren door hun banden met een moederbedrijf. Wellicht is hun afzet 

gegarandeerd waardoor innovatie niet direct noodzakelijk is. Hierbij moet 

gezegd worden, dat het op zich wel voordelig is voor de ondernemer om actief 

te blijven in dezelfde regio. De ondernemer kan dan regiospecifieke kennis, 

zoals netwerken en aanwezige toeleveranciers, gebruiken in de bedrijfsvoering. 

Regiokennis draagt zo bij positief aan innovatie, maar als het gepaard gaat met 

een sterke relatie met het moederbedrijf dan lijkt het eerder verstikkend te 

werken.  

 Hoewel de empirische analyses in deze studie niet doorslaggevend zijn 

wat betreft de invloed van bronnentransfer op prestatie, rechtvaardigen ze wel 

een kritische blik op de rol van steun. Hoewel steun van een moederbedrijf 

nieuwe bedrijven een makkelijke toegang tot productiemiddelen kan bieden, 

neemt het ook prikkels weg om zo goed mogelijk te presteren. Steun heeft dus 

zowel positieve als negatieve kanten voor bedrijfsprestaties. 

 
5. Ondernemerschap als een proces 

Dit onderzoek laat zien, dat ondernemerschap in veel gevallen de uitkomst is 

van een langdurig proces in plaats van een plotselinge innovatieve ingeving. 

Hoewel er onderzoek is, dat ondernemerschap op deze manier benadert, wordt 

ondernemerschap, vooral in empirisch onderzoek, toch nog vaak beschouwd als 

een min of meer plotselinge verandering in de status van iemand op de 

arbeidsmarkt. Juist door het verleden en de omstandigheden van starten in de 

analyse mee te nemen, is het mogelijk om verschillen in de resulterende nieuwe 

bedrijven te verklaren. Dan blijkt ook, dat er voor- en nadelen kleven aan het 

gebruiken van ervaringen opgedaan in het verleden. Ondernemers kunnen 
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weliswaar hun opgedane kennis gebruiken, maar kunnen er ook in vast blijven 

zitten, wat hun ontwikkeling kan belemmeren. Ditzelfde geldt voor het gebruiken 

van bestaande relaties. Ze zijn handig, maar misschien worden betere opties 

over het hoofd gezien. Deze dubbele rol van het verleden verdient het om nader 

onderzocht te worden. Dit onderzoek laat zien, dat de transfer van bronnen en 

vaardigheden van moederbedrijf naar nieuw bedrijf een manier is om de rol van 

het verleden in de oprichting van nieuwe bedrijven te duiden. 
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Appendix 2.1: Definitions 

 

Competences (also referred to as capabilities): The ability of organizations to 

use and combine resources in order to function effectively. 

 

Entrepreneurship: The founding of a new firm by an individual or group of 

individuals. 

 

Firm: Trading business unit, based around one or more production processes, 

with the right to use and benefit from its production factors. 

 

Resources: All the assets, capabilities, organizational processes, firm attributes, 

information, knowledge, etc. controlled by the firm that enable it to conceive of 

and implement strategies that improve its efficiency and effectiveness (Barney, 

1991, p.101) 

 

Skills: The firm’s resources that are embedded in the people working in the firm. 

 

Corporate spin-off: Founding that is entirely based on inputs coming from a 

parent firm. 

 

Spin-off: Entrepreneurial founding based on skills resulting from the previous 

employment of the founders and the support of a parent firm. 

 

Spin-out: Founding based on skills acquired from previous employment by the 

founders. 

 

Individual Start-up: Founding which is neither based on skills resulting from the 

previous employment of the founders nor on support from previous employers. 

 

Supported Start-up: Founding which is not based on skills resulting from the 

previous employment of the founders. The founding, however, has received 

support from a parent firm. 
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Appendix 3.1: Questionnaire 

 

1. What is the name of your company? 

2. In which year did you establish the company? 

3. How many people are working in your company? 

 

4. Which of the following descriptions fits your company best? 

 The company is a now independent part of an existing company. 

 The company is a continuation or take-over of another company 

 The company is completely new 

 

5. At the moment, apart from your activities in your own firm, do you have  

a job as an employee? 

 Yes    No 

 

6. What was your situation before you started this firm? 

 I was working as an employee 

 I was self-employed 

 I was unemployed / retired 

 I was a student 

 Other 

 

7.  Was your most recent job as an employee in the same industry as your  

company is now? 

 Yes    No 
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8. Did you benefit, while starting up your company, from the knowledge  

and skills gained in your most recent job as an employee? 

 Yes  More than one answer possible: 

 knowledge of potential clients 

    knowledge of potential suppliers 

    knowledge of the production process 

    product knowledge 

    industry knowledge 

    I used my network from my previous job 

    I recognized a new market possibility 

    management knowledge 

 practical knowledge of setting up and running a  

company 

    Other 

 No 

 

9.  Did you, while starting up your firm, receive any support from the  

company in which you were most recently employed? 

 Yes 

 No 

 

10 + 11. Not applicable to this thesis 

 

12.  To what extent do you agree with the following proposition:  

 

Without the knowledge and skills gained during my complete career as 

an employee, I would not have started my firm. 

 

 totally agree     partly disagree 

 partly agree     totally disagree 
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Appendix 3.2: Descriptions of the firms interviewed 

 

A. Small research firm (2 founders) focusing on commercial exploitation of 

biomass energy. The firm was established after the founders retired from the 

parent company. The parent company asked the two entrepreneurs to continue 

their efforts as an independent company. The parent company provided them 

with facilities and capital. 

 

B. Small telecommunications company (2 founders + 3 employees) that offers 

satellite connections and advice to their clients. One of the founders spotted an 

opportunity based on his knowledge of the market. He gained this in his long 

career at the parent company which was also active in the telecommunications 

market. The founding process was more or less detached from the activities at 

the parent company since there was no direct support. 

 

C. Electronics firm (2 founders + 15 employees) that produces fluorescent 

lamps. The company is a continuation of a production process which the parent 

company had discontinued. The founders had previously worked for this 

division. The parent firm provided extensive support to the new firm by allowing 

them the use of the necessary machinery, providing a clients list, and providing 

accommodation. 

 

D. Telecommunications firm (2 founders + 9 employees) offering a payment 

system for parking through cellular phones. The founders spotted this 

opportunity while working at a firm that specialized in infrastructure for the 

telecommunication industry. The parent firm was not involved in any other way 

in the founding process. 

 

E. Large firm (5 founders + 115 employees) that executes real estate taxation 

for local government. One of the founders left the parent company because he 

thought of a better way of carrying out the taxation. The new company is now a 

direct competitor of the parent company which continues to operate in the same 

industry. The parent firm did not support the founding. 

 

F. Small telecom firm (2 founders) that offers several telecom services, ranging 

from developing media concepts to organizing call centres. The founders met in 

a joint project of their previous employers, and, based on their industry 
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knowledge, identified a market opportunity. The parent company offered 

extensive support to the founding by giving the entrepreneurs the opportunity to 

pursue their idea and by supplying facilities and housing. 

 

G. Small consultancy firm (2 founders) offering legal advice and interim 

management to local governments. The founders used to work for a municipal 

government and had a good feeling for the market and the work they now do. 

The parent company did not fully support the new founding, but as a pay-off to 

resolve internal problems, the entrepreneurs received some start-up capital and 

time to work on the new business. 

 

H. Small IT consulting firm (2 founders + 3 employees) that provides advice on 

the implementation of a specialized software package (SAP). The founders had 

already worked with SAP in the parent company, and when the future of their 

division became insecure they decided to do the same work externally, in their 

own firm. The parent company was not pleased and did not offer direct support. 

Nevertheless, they were one of the first customers. 

 

I. Small consulting firm (1 founder + 5 employees) offering export services in 

agriculture. The founder gained experience by working in various parts of the 

world in which the firm is presently active. There was no involvement of the 

parent company. 

 

J. Small accounting firm (2 founders + 3 employees). The founder took over a 

local branch of a large accounting firm. The branch was to be discontinued and 

the founder established an independent firm in its place. The parent company 

gave plenty of support in order to maintain a good image with their customers. 

Housing, advice, and a list of potential clients were provided. 
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Appendix 3.3: Precise quotes from interviews in Dutch 

 

G: Acquisitie heeft geen enkele zin. Overheden bezuinigen, dus je moet het 

hebben van netwerk en toevalligheden. 

 

I: Ik deed vergelijkbaar werk in loondienst. 

 

J: …je was al een beetje een kleine zelfstandige binnen de organisatie, omdat je 

zelf voor je eigen klantenkring verantwoordelijk was, …  

 

I: Als werknemer weet je eigenlijk nergens van. Je krijgt je loon en dan ben je 

werkgever en moet je alles zelf regelen. … Daar was ik absoluut niet in thuis en 

dat heeft veel moeite gekost.  

 

E: Wanneer je met vijf personen in een structuur komt met meerdere bedrijven, 

dan moet je dat juridisch ongelofelijk goed afdichten. … Ik ken meerdere 

collega-bedrijven die ten onder zijn gegaan, omdat ze dat niet goed hadden 

geregeld. 

 

D: Netwerk was in het begin wat minder van belang. … Nu je een sales 

organisatie aan het worden bent, wordt ook het netwerk steeds belangrijker. 

 

I: Een van mijn (inversterings - SK) partners had veel verstand van bedrijven 

oprichten en die heeft daar goede adviezen over gegeven … uitstekende. 

 

D: Wij waren met zijn tweeën in Kiev. Daar hebben XXX en ik gepraat over onze 

toekomst. Waar we beiden zeker van waren was, dat we een aantal ideeën 

hadden, die we niet kwijt konden binnen bedrijf Z. 

 

C: De machines die hiervoor gebruikt werden voor de productie zouden 

vernietigd worden en dit vernam mijn compagnon. We hebben elkaar toen de 

vraag gesteld: “Waarom proberen we hier niet mee verder te gaan?” Laten we 

proberen in het niche segment te gaan zitten. 

 

A: Toen verzocht Y  ons daarmee door te gaan (in een zelfstandig bedrijf, SK) 
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H: We waren een specialistische groep binnen de organisatie en ze wisten niet 

precies wat ze met ons moesten. 

 

G: Dus dan moet je geen leidinggevende blijven. Tegelijkertijd, waar moet je 

heen? Waar wil de directie je heen hebben? 

 

F: Stoelen, tafels, kasten die je ziet. Allemaal van bedrijf Z. 

 

C: We hadden een klantenlijst van X … X heeft toegezegd dat we nog vijf jaar 

gebruik mochten maken van huisvesting. 

 

F: We hadden een emailadres van bedrijf W, je had de uitstraling van het pand 

dat je niet wilde van bedrijf W. Iedereen zag ons als onderdeel van bedrijf W. 

…We wilden juist onafhankelijk zijn. 

 

C: Je kunt snel terug vallen op oude collega’s, waar je bepaalde zaken toch zelf 

zult moeten doen als je echt onafhankelijk wilt zijn. 

 

G: Dus toen hebben we onderhandeld. De deal was, dat we marktverkenning 

mochten doen … en er moet ook een bedrag bij komen … . 
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Appendix 4.1 Weights in ERC dataset 

 

The dataset is not statistically representative of the whole population. Women 

and ethnic minority groups are over represented, resulting in a sampling bias. 

Further, some groups are easier to reach than others, leading to response rates 

that differ across groups. These biases have to be taken into account when 

using the dataset. In order to tackle both sources of bias simultaneously, the 

ERC group have developed weights. These weights counteract the impact of the 

over-sampled groups in the dataset. The weights are calculated to reproduce US 

census results for the variables sex, race, age, and education. Means of these 

weighted variables in the dataset are equal to the means in the US census. 

Specific information on the weights can be found in the guide to the dataset and 

in the associated codebook (Reynolds, 2000). 
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Appendix 4.2 Establishing founding groups in the ERC dataset 

 

The following variables have been used to establish founding groups: 

 

 

1. Indirect resource transfer through the entrepreneur (Wave I – IV): 

Qa5b – My experience in a particular industry or market led to my business idea,  

1 = yes, 2 = no 

 

Qa5h – My knowledge or expertise with a specific technology led to my business 

idea, 

1 = yes, 2 = no 

 

Condensed form of the variables (own calculation): 

Exp – Business is based on experience 

1 = yes, if Qa5b = 1 or Qa5h = 1 

0 = no, if Qa5b = 2 and Qa5h = 2 

 

Both questions were asked in each of the questionnaire waves. The names of 

the variables in Wave II are Ra5b and Ra5h, in Wave III Sa5b and Sa5h, and in 

Wave IV Ta5b and Ta5h. 

 

 

2. Direct resource transfer from existing firm (Wave I only) 

Autonsu - Autonomous start-up scale,  
1 = no outside influence, 2 = <50% No Person, independent start-up, 3 = 

<50% No Person, Franchise MLM, 4 = <50% No Person, business sponsor, 5 

= >51% No Person own, 6 = 100% No Person own 

 

Q101 – Is this business start-up effort on your own, as part of your current job, 

or as a mixture of both?  

1 = start-up of own, 2 = start-up for employer, 3 = mixture of both 

 

Condensed form of the variables (own calculation): 

Infl – Business has experienced outside influence 

1 = yes, if Autonsu ≠ 1 or q101 ≠ 1 

0 = no, if Autonsu = 1 and q101 = 1 
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3. Organizational foundings (Screener survey only) 

Bjobst – Are you, alone or with others, now trying to start a new 

business or new venture for your employer? An effort that is 

part of your job assignment? 

 1 = yes, 2 = no 

 

Owner – Will you own all, part or none of this new business? 

 1 = yes all, 2 = yes part, 3 = none 

 

 

4. Defining the founding groups (own calculation): 

Groups – Classification of the founding efforts 

1 = Individual start-up, if exp = 0 

2 = Spin-out, if exp = 1 and infl = 0 

3 = Spin-off, if exp = 1 and infl = 1 

4 = Organizational spin-off, if bjobst = 1 and owner = 3 
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Appendix 4.3 Determining founding status in the ERC dataset 

 

Q: Status founding
    effort?
A: Active start-up
    (N=300)

Q: Status founding
    effort? (R502):

A: Operating business
    (N=120)

A: Other
    (N=180)

Q: Status operating
business?
(S501b, N=120):

Q: Status founding
    effort? (S502):

A: Operating business
    (N=36)

A: Other
    (N=144)

Q: Status operating
business?
(T501b, N=156):

Q: Status founding
    effort? (T502):

A: Operating business
    (N=22)

A: Other
    (N=122)

Wave I

Wave II

Wave III

Wave IV
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Appendix 4.4: Variables in the binary logistic regressions 

 

Dependent variable: 
 

Opbusany (dummy) – Did the start-up effort reach the operating business status 

in one of the waves? 

 

Independent variables: 
 

General education: 

Itrwage (ln) – Respondent’s Age 

Useduc3 – Respondent’s education, 3 groups 

 

Administrative skills: 

Q341 – For how many years, if any, did you have managerial, supervisory, or 

administrative responsibilities? 

Q332 (dummy) – Are you a small-business owner or self-employed? 

Q200sk (dummy) – Have you helped starting up any other businesses? (solo 

entrepreneurs only, based on Q200)  

 

Founding groups / specific knowledge: 

Groups – Founding groups 

Infl (dummy) – Does the business have any outside influence (see Appendix 

4.2)? 

Exp (dummy) – Is the business based on previous experience (see Appendix 

4.2)? 

Q199sk (dummy) – Have you had work experience in this business? – i.e. the 

one in which the new business will compete. (solo entrepreneurs only, based on 

q199) 

 

Access to resources / controls: 

Q116 (dummy) – Has a start-up team been organized? 

Q331 (dummy) – Are you working for others for pay? 

USHHINC3 – Respondent’s annual household income – 3 groups 

ITRWSEX – Respondent’s gender 
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Appendix 4.5: Additional regression for group foundings 

 

 Model E  
General knowledge:  
Ln age entrepreneur 0.67 (0.70) 
Education:  
Low -0.38 (1.00) 
Middle 0.02 (0.92) 
High (ref) -- 
  
Ln years empl. as administrator -0.04 (0.04) 
Self-employed (d) 1.74 (0.67)** 
  
Specific skills:  
Specific knowledge (d) 0.36 (0.63) 
Support (d) 0.12 (1.02) 
Support x specific knowledge 2.59 (1.74) 
  
Assets / control:  
Income:  
Low 0.07 (2.45) 
Middle 0.32 (1.03) 
High (ref) -- 
  
Hybrid founding (d) 0.37 (0.72) 
Gender (d, male = 1) -0.01 (0.62) 
Heckman’s Lambda -1.49 (1.37) 
  
Intercept -6.38 (8.22) 
Nagelkerke R2 0.30 
-2 loglikelihood 0-model 115.65  
-2 loglikelihood 94.21  
N 87  

Multivariate estimates of founding success for group foundings. 
binary logistic regression, dep. variable – founding success (1= founding process successfully 
completed), (d) – dummy variable, (ref) – reference group, SE-values in parentheses.  
† - significant at 10% level (one-sided confidence intervals), * - 5% level, ** - 1% level 
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Appendix 4.6: Development characteristics 

The names of the variables change across waves. Variables starting with a Q 

reside in Wave I, R denotes Wave II, S Wave III and T represents Wave IV. In 

the tables, R, S, and T are replaced by W if the rest of the variable name is 

identical. For example: Q120 / W577 indicates that the variable is labelled Q120 

in Wave I and R577, S577, and T577 in Waves II, III, and IV respectively. The 

results for each wave have been weighted using the appropriate weights (Wave 

I - wtw1, Wave II - wtw2, Wave III - wtw3, Wave IV - wtw4). 

 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-
ups 

45.7 95 59.5 47 66.7 32 58.5 72 

Spin-outs 47.2 126 63.0 92 77.3 99 64.4 105 
Spin-offs 52.1 37 57.1 20 72.0 18 62.8 27 
Total 47.3 258 61.2 159 74.1 149 62.0 204 
χ2 (for all 
answers) 

0.48  0.75  0.59  0.74  

Q120 / W577 – At what stage of development is the product or service this new firm will be 
selling? (% answering 1 – completed and ready for sale or delivery) 
 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 59.2 125 60.9 14 16.7 2 42.1 16 
Spin-outs 60.0 165 58.3 28 40.0 12 44.7 21 
Spin-offs 62.0 44 76.9 10 50.0 2 61.5 8 
Total 60.0 334 61.9 52 34.8 46 45.9 45 
χ2 0.92  0.47  0.29  0.47  
Q122 / W579 – Have marketing or promotional efforts been started?  (% yes) 

 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 71.9 151 70.6 12 38.5 5 37.5 12 
Spin-outs 76.6 210 78.9 15 50.0 7 37.9 11 
Spin-offs 66.2 47 77.8 7 0.0 0 75.0 8 
Total 73.5 408 75.6 34 41.4 12 42.0 29 
χ2 0.17  0.83  0.39  0.13  
Q128 / W585 – Have any raw materials, inventory, supplies, or components for the new 
start-up been purchased? (% yes) 
 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 45.5 96 45.7 16 20.0 4 33.3 21 
Spin-outs 54.0 148 54.3 25 48.5 16 27.8 15 
Spin-offs 57.7 41 63.6 7 16.7 1 28.6 2 
Total 51.3 285 52.2 48 35.6 59 30.6 38 
χ2 0.02  0.54  0.07  0.80  
Q131 / W588 – Have any major items such as equipment, facilities or property been 
purchased, leased, or rented for the new start? (% yes) 
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 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 17.5 37 13.8 9 16.2 6 11.0 12 
Spin-outs 8.7 24 16.7 21 37.3 28 6.5 8 
Spin-offs 27.8 20 43.5 10 27.3 3 28.0 7 
Total 14.5 81 18.7 40 30.1 37 10.5 27 
χ2 0.00  0.01  0.09  0.01  
Q155 / W612– Have any employees or managers been hired for pay? (% yes) 

 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 40.8 86 69.2 27 44.4 8 48.1 25 
Spin-outs 46.4 127 58.0 40 50.0 15 43.1 25 
Spin-offs 45.1 32 75.0 12 14.3 1 66.7 10 
Total 44.1 245 63.7 79 43.6 24 48.0 60 
χ2 0.46  0.30  0.23  0.27  
Q162 / W619 – Has the new business received any money, income, or fees from the sale of 
goods or services? (% yes) 
 
 Wave I N Wave II N Wave III N Wave IV N 
Individual start-ups 31.3 26 44.8 26 27.6 8 20.0 15 
Spin-outs 33.6 41 51.1 48 32.4 22 26.1 24 
Spin-offs 38.7 12 58.3 14 40.0 6 50.0 9 
Total 33.5 79 50.0 88 32.1 36 25.9 48 
χ2 0.76  0.51    0.11  
Q163 / W621 – Do the monthly revenues now exceed the monthly expenses? (% yes) – NB: 
Only when start-up received any income (Q162 / W619 = yes) 
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Appendix 5.1 Control regressions for selection bias 

 

The Tobit regressions presented in Table 5.2 are based on a subset of Dutch 

software firms. Firms without any innovations in the past three years were left 

out of the analysis. By imposing this restriction, 42 cases were removed from 

the analysis because they did not have an innovation in the period 2001-2003. 

Other firms could also have no innovative output despite of producing an 

innovation. Including both cases would mean that a ‘0’ had two distinct 

meanings in the model, possibly leading to ambiguous results. Further, an 

important variable in explaining innovative output (the type of innovation) is not 

present for the non-innovators group. Nevertheless, by excluding the 42 cases 

from the analyses, the results could be erroneous because of selection bias. In 

the table below, the models are resolved for all cases, this time controlling for 

the question whether a firm innovated at all (innovation). Obviously the type of 

innovation cannot be taken into account now since this is nonsensical for the 

non-innovators. 

 The results show there are no significant selection effects. The 

regressions tested are variants of the simplest model (A) and the most 

comprehensive model (D). The other models are not reported here but the 

results are comparable. Although some of the significant variables change 

slightly, the most important variable is not significant: it is not statistically 

important whether a firm innovated or not in the explanation of innovative 

output. The ‘innovation’ coefficient is large, but there is no significant influence 

(A1 and D1). When omitting the variable, the results do not change. Only size 

(Ln size) turns out to be significant. 

Adding 42 non-innovators to the model (Table 5.2) does not lead to 

major changes in the significant variables. Selection bias and spurious results 

are therefore unlikely. It thus seems safe to exclude the 42 non-innovators and 

to include the innovation type variable (radical innovation). 
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 Model A1  
(inclusive) 

 Model A2  
(inclusive) 

 Model D1  
(inclusive) 

 Model D2  
(inclusive) 

 

Experience:     

Spin-out (d) 10.75(11.92) 13.13(12.43) 14.98(15.22) 18.40(15.13) 

Related industry 
(d) 

-3.11 (6.01)
 

-1.99 (6.25)
 

-3.87 (6.01)
 

-3.50 (6.22)
 

User entr. (d) 7.51 (7.65) -1.30 (7.50) 2.38 (7.71) -2.66 (7.73) 

Man. Exp. (d) x x 5.62 (6.64) 7.15 (6.79) 

Hab. Entr. (d) x x 19.86 (9.74)* 20.03(9.93)* 

     

Network:     

relationship (d) x x -2.50 (8.17) -2.32 (8.83) 

Close location(d) x x 11.97 (5.87)* 12.43 (6.14)* 

      

Interaction terms:     

Spin-out x age -0.90 (1.07) -1.20 (1.10) -1.00 (1.15) -1.29 (1.15) 

Loc x relationship x x -9.16 (9.51) -14.15 
(10.14)

 

Spin-out x 
manager 

x
 

x
 

0.37 (11.34)
 

-2.03 (11.34)
 

S-out x hab.ent. x x -26.46(14.09)† -25.97(14.41)† 

     

Controls:     

Innovation input 0.63 (0.09)** 0.93 (0.09)** 0.68 (0.09)** 0.96 (0.09)** 

Age of the firm -0.85 (0.46)† -0.88 (0.49)† -0.83 (0.47)† -0.87 (0.50)† 

Rad. innovation 
(d) 

x
 

x
 

x
 

x
 

Ln size 8.90 (7.48) 21.97 (7.20)* 8.95 (7.39) 22.26 (7.04)** 

Innovation (d) 225.38 
(1477.56)

 x 214.09 
(1420.73)

 x 

     

Intercept -216.38 
(1477.58)

 -24.01 
(11.14)

* -214.14 
(1420.76)

 -31.26(11.67)** 

Sigma 30.28 33.48 28.77 31.71 

-2 Loglikelihood(0) -761.83 -778.51 -731.95 -746.43 

-2 Loglikelihood -721.22 -759.11 -692.85 -728.50 

N 211 211 205 205 
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Appendix 6.1: Control regression analyses 

 

In the main body of this thesis, the results of the fixed effects models are 

presented. This specification acknowledges the panel structure of the data. 

However, the fixed effects (region dummies) explain a large part of the variance 

in the data. As a result, the nature of the variance included in the dummy 

variables remains unspecified in this approach. In order to include the structural 

underlying patterns that explain the founding rates, the models are also 

estimated without the fixed effects. The results are presented in Tables A and B 

below and the results found here are distinct from the results of the fixed 

effects models. However, the low Durban-Watson scores indicate temporal 

autocorrelation in the regression models which needs to be corrected for. A 

spatial lag term is thus included in the regression, leading to results (Tables C 

and D) that are largely similar to the results of the fixed-effect models. In order 

to calculate the temporal lag coefficient, one year of observations is inevitably 

lost, leading to a smaller dataset. On the basis of this, the fixed-effects models 

are seen as the most appropriate and were therefore included in the thesis 

proper. 

 
 FR labour market  FR ecological  

Demand / supply:     
average income 0.00 (0.00)  -0.00 (0.00)  
% unemployment -0.02 (0.00) ** -0.00 (0.00)  
establishment density 4.45 (1.12) ** -6.27 (0.86) ** 
population density -0.00 (0.00)  -0.00 (0.00)  
     
Supply:     
% population 25-45 3.62 (0.52) ** 3.75 (0.40) ** 
     
Industry structure:     
% firms < 10 empl. 3.43 (0.78) ** 0.43 (0.60)  
% service firms 1.76 (0.36) ** 0.57 (0.28) * 
% manufacturing firms -0.11 (0.68)  -1.26 (0.53) * 
% trade firms -1.49 (0.33) ** -1.23 (0.25) ** 
     
Intercept -9.29 (0.80) ** -3.34 (0.62) ** 
Adjusted R square 0.70  0.53  
Durbin-Watson 0.85  0.84  
N 237  237  

Table A: Multivariate analysis of regional differences in founding rates. 
Pooled Least Squares, dependent variables – Founding Rate labour market approach, FR 
ecological approach (logit transformations). 
† - significant at 10% level, * - 5% level, ** - 1% level 
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 FR start-ups  FR spin-offs  

Demand / supply:     
average income -0.01 (0.01) * 0.03 (0.01) ** 
% unemployment -0.02 (0.01) ** -0.01 (0.01)  
establishment density 4.40 (1.64) ** -8.02 (2.71) ** 
population density -0.00 (0.00)  0.00 (0.00)  
     
Supply:     
% population 25-45 1.73 (0.77) * 7.51 (1.27) ** 
     
Industry structure:     
% firms < 10 empl. -0.71 (1.15)  10.86 (1.91) ** 
% service firms 2.87 (0.53) ** -2.40 (0.88) ** 
% manufacturing firms -0.89 (1.01)  0.34 (1.67)  
% trade firms -2.1 (0.48) ** 0.13 (0.80)  
     
Intercept -5.11 (1.18) ** -15.39 (1.95) ** 
Adjusted R square 0.36  0.37  
Durbin-Watson 0.63  0.50  
N 273  237  

Table B: Multivariate analysis of regional differences in founding rates. 
Pooled least square, dependent variables – Founding Rate labour market approach, FR 
ecological approach (logit transformations). 
† - significant at 10% level, * - 5% level, ** - 1% level 

 
 

 FR labour market  FR ecological  
Demand / supply:     
average income -0.01 (0.01)  -0.02 (0.01) * 
% unemployment -0.00 (0.00)  -0.00 (0.01)  
establishment density -4.02 (0.96) ** -4.93 (0.85) ** 
population density 0.00 (0.00)  0.00 (0.00)  
     
Supply:     
% population 25-45 6.31 (2.66) * 4.39 (1.24) ** 
     
Industry structure:     
% firms < 10 empl. -3.63 (2.07) † -3.45 (1.51) * 
% service firms -0.44 (0.95)  0.24 (0.64)  
% manufacturing firms -7.43 (2.43) ** -3.41 (1.45) * 
% trade firms -0.96 (0.58)  -1.86 (0.42) * 
     
Autocorrelation term 0.88 (0.03) ** 0.73 (0.05) ** 
Intercept -2.04 (2.04)  0.56 (1.49)  
Adjusted R square 0.86  0.72  
Durbin-Watson 2.67  2.50  
N 194  194  

Table C: Multivariate analysis of regional differences in founding rates. 
Pooled Least Squares, dependent variables – Founding Rate labour market approach, FR 
ecological approach (logit transformations). 
† - significant at 10% level, * - 5% level, ** - 1% level 
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 FR start-ups  FR spin-offs  

Demand / supply:     
average income -0.00 (0.01)  -0.01 (0.01)  
% unemployment -0.00 (0.00)  -0.00 (0.01)  
establishment density -5.46 (1.24) ** -1.07 (2.01)  
population density -0.00 (0.00)  0.00 (0.00)  
     
Supply:     
% population 25-45 6.34 (2.39) ** 3.63 (2.86)  
     
Industry structure:     
% firms < 10 empl. -5.38 (2.37) * 1.62 (3.47)  
% service firms 0.75 (1.05)  -1.05 (1.50)  
% manufacturing firms -5.40 (2.49) * -3.10 (3.32)  
% trade firms -1.95 (0.68) ** -0.71 (1.00)  
     
Autocorrelation term 0.80 (0.04) ** 0.72 (0.04) ** 
Intercept -1.21 (2.32)  -5.19 (3.49)  
Adjusted R square 0.76  0.75  
Durbin-Watson 2.18  2.41  
N 194  194  
Table D: Multivariate analysis of regional differences in founding rates. 
Pooled least square including correction term for temporal autocorrelation,  
dependent variables – Founding Rate labour market approach, FR ecological approach (logit 
transformations). 
† - significant at 10% level, * - 5% level, ** - 1% level 
 

In conclusion, the additional models formulated above render distinct 

results from the fixed-effects models presented in the main text. The results 

change if the specification of the model is altered. However, the PLS regression 

(Tables A and B) suffers from temporal autocorrelation and the corrected models 

(Tables C and D) resemble the fixed effects model, while including less cases. 

Since there is no reason to prefer this set-up over the fixed effect models, the 

fixed models are presented in the text. 
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Appendix 6.2: Analyses without logit transformation 

 
The fixed effect models presented in Chapter 6 are based on a logit 

transformation of the dependent variables, which provides founding rates 

between 0 and 1. The models presented here (Tables E and F) are based on the 

original founding rates. The results are the same. 

 
 FR labour market  FR ecological   

Demand / supply:     
average income 0.00 (0.00)  -0.00 (0.00) ** 
% unemployment -0.00 (0.00)  -0.00 (0.00)  
establishment density -0.03 (0.01) ** -0.48 (0.10) ** 
population density 0.00 (0.00)  0.00 (0.00)  
     
Supply:     
% population 25-45 0.01 (0.01)  0.25 (0.17)  
     
Industry structure:     
% firms < 10 empl. 0.03 (0.01) * 0.16 (0.16)  
% service firms 0.02 (0.01) ** 0.27 (0.07) ** 
% manufacturing firms -0.07 (0.02) ** -0.79 (0.22) ** 
% trade firms -0.01 (0.00) * -0.16 (0.05) ** 
     
Intercept -0.02 (0.01)  -0.03 (0.15)  
Adjusted R square 0.92  0.81  
Durbin-Watson 2.08  2.12  
N 237  237  

Table E: Multivariate analysis of regional differences in founding rates. 
Pooled least square, dependent variables – Founding Rate labour market approach, 
FR - ecological approach. 
† - significant at 10% level, * - 5% level, ** - 1% level 
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 FR starts  FR spinoffs  

Demand / supply:     
average income 0.00 (0.00)  -0.00 (0.00) * 
% unemployment -0.00 (0.00)  -0.00 (0.00)  
establishment density -0.03 (0.00) ** -0.09 (0.09)  
population density 0.00 (0.00)  0.00 (0.00)  
     
Supply:     
% population 25-45 0.04 (0.01) ** -0.43 (0.16) ** 
     
Industry structure:     
% firms < 10 empl. 0.00 (0.01)  0.29 (0.14) * 
% service firms 0.02 (0.01) ** 0.00 (0.07)  
% manufacturing firms -0.09 (0.02) ** 0.43 (0.20) ** 
% trade firms -0.00 (0.00)  -0.13 (0.05) ** 
     
Intercept -0.01 (0.01)  -0.08 (0.14)  
Adjusted R square 0.79  0.77  
Durbin-Watson 1.35  1.51  
N 237  237  

Table F: Multivariate analysis of regional differences in founding rates. 
Pooled least squares, dependent variables – Founding Rate labour market approach, 
FR - ecological approach. 
† - significant at 10% level, * - 5% level, ** - 1% level 
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Appendix 6.3. Spatial autocorrelation 

 

The residuals of the fixed-effect models have been tested for spatial 

autocorrelation. Moran’s I, which indicates possible spatial autocorrelation, is 

calculated using GEODA, the spatial regression software package created by Luc 

Anseling at the University of Illinois, Urbana-Champaign. The software can be 

freely obtained from the internet (www.geoda.uiuc.edu). The global Moran’s I is 

calculated for the residuals of all four fixed-effect models on the basis of a 

Queen’s contiguity matrix based on the Dutch COROP regions. None of the 

models seem to be influenced significantly by spatial autocorrelation. Moran’s I 

is not significant at the 5% level. 

 
 Moran’s I p-value 

FR labour market 0.14 0.10 
FR ecological 0.17 0.06 
FR individual start-ups -0.05 0.42 
FR spin-offs -0.00 0.60 
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