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1 Introduction 

The resources an entrepreneur has to its disposal are regarded as important in determining the success and failure of new ventures (Greene and Brown, 1997; Shane and Venkataraman, 2000). The literature divides these resources in three components, i.e. human capital, ﬁnancial capital and social capital. Human capital provides the knowledge to start a new ﬁrm, ﬁnancial capital the means to obtain inputs and social capital oﬀers the possibility to acquire those resources that founders not possess (Aldrich and Martinez, 2001). The recognition that social capital is an important resource already implies that entrepreneurial activity is more a collective than an individual activity (Schoonhoven and Romanelli, 2001; Katz et al., 2000; Cardon and Stevens, 2004). Actors involved in this collective activity can be placed inside, e.g. entrepreneurial team members, and outside the organization, e.g. family, friends, business advisors, investors. Depending on the characteristic of the tie a founder can enhance organizational trust or acquire additional resources. Regarding the ﬁrst component Beckman (2006) and Davidsson and Honig (2003) show a positive relationship between these so-called bonding ties and entrepreneurial performance. 

Despite the prevalence of entrepreneurship as a collective activity there is predominantly a focus on the founder or founding team. However, this focus fails to recognize the important role that other employees in the new venture may play (Cardon and Stevens, 2004). The availability of potential employees determines the number of start-ups that occur (Sørensen, 2004) and it can be assumed that the social capital these employees bring into the organization have a crucial impact, especially in the infancy phase. There have been studies looking at the recruitment behavior of entrepreneurial arms (Ruef et al., 2003). This paper will go into more detail looking at the interdependencies within the ﬁrm as suggested by Pettigrew (1979). Speciﬁcally looking at the beneﬁts that arise from the presence of a high degree of shared co-worker experience in the organization, as suggested by Campbell (2005). The main question that will be asked in this paper is: What is the eﬀect of shared co-worker experience on the survival of new ﬁrms? 

Using the Danish Integrated Database for Labor Market Research (IDA), I identify the establishment of new ﬁrms in Denmark and whether or not these ﬁrms are able to survive in the following years. IDA is a longitudinal linked employer- employee dataset putting the researchers in a position to connect individuals to each of these ﬁrms. In addition, the career history of the individuals can be determined making it possible to create a measure of shared previous co-worker experience in 2,352 newly established ﬁrms. 

The analysis shows that after correcting for the usual predictors of ﬁrms survival, e.g. human capital, industry and size, there is a signiﬁcant and positive eﬀect of shared co-worker experience on ﬁrm survival. It shows that this eﬀect is solely contributed to those co-workers that come from the same organization as the founder(s) of the new ﬁrm. However, when making a distinction between spin-offs and other start-ups this effect changes. Shared co-worker experience among founders in spin-offs shows higher likelihood for success while in other start-ups the relation with and among other employees is positive. Finally there is also a sign of a curvilinear relationship between shared co-worker experience and ﬁrm survival indicating that too much shared co-worker experience is detrimental for ﬁrm survival.
With these results this paper want to emphasize the importance of social capital for entrepreneurial ventures and more speciﬁcally regarding the ﬁrm’s inter-organizational ties. In addition, broadening the scope from only founder and founding team to one including all individuals in the ﬁrm and taking into consideration what the character of the relationship it. Especially considering that former co-workers are often part of the founding team but often also act as key employees in the new venture (Schoonhoven and Romanelli, 2001). 

After this introduction the paper will continue with the theoretical framework focusing on the link between social capital and organizational culture thereby building some testable hypotheses. In Section 3 the method will be discussed describing the database, the sample, and the construction of the variables used in the regression analyses. Section 4 will present the descriptive statistics and the results of the regression analysis and the paper will end up with some concluding remarks and a short discussion in Section 5. 

2 Theory and Hypotheses 

2.1 Social Capital and Recruitment 

To determine the beneﬁts that can be obtained from recruiting former co-workers would require a broader perspective on the recruitment processes of these new ventures. It has been argued that these processes are a mix of formal and informal methods of recruitment (Aldrich and Langton, 1998). This results in the recruitment of individuals that are complete strangers or those that are part of the founder’s, or founding team’s, direct and indirect social network during the conception and gestation phase (Ruef et al., 2003). The recruitment of strangers, which takes place in a formal recruitment process, is generally accompanied with high transaction costs (Lin, 2001). First, new ﬁrms, just as other small ﬁrms, face the problem of lack of organizational awareness (Williamson et al., 2002). Job seekers have to be notiﬁed of the existence of this new ﬁrm and the creation of such awareness is costly. Second, there is a high degree of uncertainty in recruiting strangers at both sides of the employment relation. The employer is unaware of the competences of the new recruit and the new recruit is unaware what the position will be like since this position has to be created (Aldrich and Ruef, 2006).

From a founder’s perspective, it would be easier and cheaper to recruit potential employees from already known markets (Aldrich and Ruef, 2006). Since they are, or can be, more informed on the competences of the applicant resulting in a better assessment whether or not this person would ﬁt into the new organization. Employees would also be more willing to join ﬁrms founded by people in their network. By following such an informal recruitment strategy the founder will automatically rely on the direct and indirect ties in his or hers social network, i.e. family, friends, co-worker, friends of friends, co-worker of friends, etc. This pivotal role of social networks in this recruitment process has been has been addressed in many occasions (Granovetter, 1973; Birley, 1985; Aldrich and Zimmer, 1986; Marsden, 2001; Dahl and Sorenson, 2007). 

Most studies group the relationships in two categories, i.e. weak ties and strong ties, where tie strength is determined by the degree to which an actor is connected to other actors in a personal network in combination with relational characteristics as reciprocity, intimacy, time and intensity (Granovetter, 1973). However, when the founder has recruited a new member the nature of the relationship changes. Strangers become employees and thus a connection is formed, expanding the ties of the organization. When friends and family become a co-worker an extra dimension is added to the already existed relationship and former co-workers change organizational context. As a result one should look beyond the ealier-mentioned dichotomy of strong and weak ties and look more into the pre-founding character of the relationship to determine what the beneﬁts are that can be obtained from the relationship. In one of the following section the role of former co-worker will be discussed more in depth. 

2.2 Beyond the Entrepreneurial Team 

Earlier studies on team dynamics within the domain of entrepreneurship have focused on what is called entrepreneurial or founding teams (Eisenhardt and Schoonhoven, 1990; Kamm et al., 1990; Cooper and Daily, 1997; Ensley et al., 2002; Ruef et al., 2003; West, 2007). These studies emerged as a reaction on the argument that the entrepreneur in entrepreneurship is typical plural, not singular (Gartner et al., 1994; Katz et al., 2000; Schoonhoven and Romanelli, 2001). The deﬁnition of an entrepreneurial team is ambiguous. When asking start-ups to identify the founding team they respond with, e.g. ”Do you mean full-time or part-time founders?”, ”Do you mean only early founders or do you include later founders?” and academics face the same problem when describing an entrepreneurial (Cooper and Daily, 1997). 

Despite this ambiguity, commonalities regarding the description of an entrepreneurial team are found in that members of this unit have a certain degree of ownership and/or control in the new venture (Ucbasaran et al., 2003). The question arises if, considering that most ﬁrms start small and hardly change in size during their lifetime (Aldrich and Ruef, 2006), the focus on the entrepreneurial team would underestimate the importance of the other employees in the new organization (Cardon and Stevens, 2004). Why focus only on a small group from an already small organizational setting. The entrepreneurial team might be considered the heart of the new venture (Cooper and Daily, 1997) but employees, who are most likely recruited to strengthen the organization, are also vital members. This is the reason for looking beyond the founder and founding team and include all the members into the analyses.
2.3 Social Capital, Organizational Culture, and Selection Mechanism 

Entrepreneurial ventures need to overcome their liability of newness (Stinchcombe, 1965) and the experience of the entrepreneurial collective can assist in this eﬀort (Schoonhoven and Romanelli, 2001). One speciﬁc challenge is the issue regarding the diﬃculties of new members to adjust quickly to the new roles and working relations that exist (Eisenhardt and Schoonhoven, 1990). New ﬁrms need a ”speciﬁc collection of values and norms that are shared by people and groups in an organization and that control the way they interact with each other and with stakeholders outside the organization” (Hill and Jones, 2001). In other words, there is a need to build an organizational culture (Campbell, 2005). The problem is that new ﬁrms do not have such a culture because they lack (i) the homogeneity and stability of group membership and (ii) the length and intensity of shared experiences within the organization 

(Schein, 1984). However, the fact that ﬁrms do not have a culture of their own does not mean it can, in the infancy phase, build on group memberships and shared experiences that have been formed outside the new ﬁrm’s context and that exist within already existing social relations. Similar arguments are found in the spin-oﬀ literature arguing for the transfer of organizational routines and resources (Baron et al., 1999; Dahl and Reichstein, 2006). This can be extended to the transfer of the social dimensions of routines and conducts, which might go beyond the experience in similar industries. To explain this more thoroughly, this paper will operationalize social capital, emphasizing on former co-worker since they are the ones that have, in a lower or higher degree, such a shared organizational culture. 

Nahapiet and Ghoshal (1998) provide, although in the context of intellectual capital creation, an operationalization that according to this paper is applicable for this speciﬁc situation. They treat, as suggested by Putnam (1995), social capital as a multidimensional concept dividing social capital in a structural, relational and a cognitive dimension with a high degree of interrelatedness between them. The structural dimensions relate to the properties of the network of relations and are the more impersonal dimension of a social network. Where the degree to which an actor is connected to another can facilitate both access to information (directly and indirectly) and reinforcement of identify (Lin, 2001). This is similar to the concepts of bridging and bonding ties (Adler and Kwon, 2002). Bonding ties are relations that create a higher degree of cohesiveness within the organization and accelerate the pursuit of collective goals, fostering cooperative relationships (Adler and Kwon, 2002). This facilitates the creation of an organizational culture. Consequently, from the perspective of new ﬁrm creation, the requirement for bonding ties to exist is that these relationships are already present prior to the recruitment stage based on various numbers of pre-founding circumstances. 

This requirement makes all members that have been directly recruited from a social network a bonding tie. However, since relationships are formed in particular context, a change of this context inﬂuences the cohesiveness between the members of the organization. To illustrate this compare a non-work related bonding tie, e.g. a friend, with a work-related bonding tie, i.e. a former colleague, that both move to a new ﬁrm together. These individuals were most likely employed in a ﬁrm before entering this new organization. Within this organizational context, they both internalize the organizational culture of the organization they are connected to (Meek, 1988). They will bring along their norms, values, languages and narratives. Since a co-worker has been exposed to the same organizational culture, there is a higher degree of shared norms and values, which is part of the relational dimension, as well as shared languages and shared narrative, which is part of the cognitive dimension. So although both can be considered a bonding ties the context makes co-worker bond stronger on these dimension compared to friends. 

In addition, the relational dimension can be divided in three other components, i.e. trust, expectations and obligations, and identiﬁcation. So, besides a common frame of reference there is also a selection mechanism that might enhance the positive eﬀect of the presence of former co-worker. This former colleague will also be recruited based on the shared work experience. There is most likely a degree of trust and expectations that the potential recruit can fulﬁll the task. On the other hand will these components also work the other way from the potential recruit to the new organization. So, a high degree of co-workers might also indicate the competences of those that run the business combined with their capability of putting together a good team. 

Thus, a high degree of shared co-worker experience would lead to stronger inter-organizational bonding ties. This results in a stronger cohesiveness, i.e. organizational culture, which is an advantage for the ﬁrm to survive in the initial phase. This results in the following hypothesis. 

Hypothesis 1: An increasing degree of shared co-worker experience increases the likelihood of ﬁrm survival. 

Hypothesis 1 focuses on the shared co-worker experience based on all members of the ﬁrm. The speciﬁc function of the members is not taken into account, which might downplay the role of the founder(s). There has been a long line of studies focusing on the importance of the founder in transferring organizational routines from the parent organization and how this aﬀects ﬁrm performance (Dahl and Reichstein, 2006). Because most founders were employed before starting up a business are they also formed by the organizations they come from, hence the notion that founders are organizational products (Audia and Rider, 2006). The founder is the person that most strongly inﬂuences the nature of the organization (Huber, 1991). Thereby determining in a high degree the organizational culture present in the new ﬁrm (Schein, 1983, 1984; Bass and Avolio, 1994). For this reason, the organizational blueprint of the founder’s previous ﬁrms will be more prominent than that of any other member. The dynamics that occur in this situation are the same as in any other situation where individuals share the same work history. However, if the founder determines the direction of the organization would it be beneﬁcial that the employees are on the same line as the founder. 

A high share of employees that share the same organizational culture with the founder or founding team would thus be more beneﬁcial for ﬁrm survival. In addition, the selection criteria as mentioned earlier will have a more heavily eﬀect since the founder will be responsible for the initial recruitment procedure. The hypothesis formulated in relation will thus be: 

Hypothesis 2: An increasing share of employees that share the previous workplace with the founder(s) is more important for ﬁrm survival than sharing a workplace with other employees. 

The hypotheses formulated up to now do not consider the effect of being a spin-off. As already mentioned earlier, there is a positive effect associated to firm survival when founders start a firm in the industry they were employed in before (see for an overview Dahl and Reichstein (2006)).  Whenever the firm is a spin-off the founder can build on the transferred organizational routines. Cohesion in the organization will be of less importance compared to ordinary start-ups.

Hypothesis 3: Spin-offs rest more on founder experience and shared co-worker experience will have less influence on the likelihood of firm survival compared to ordinary start-ups. 
Besides only looking at the inter-organizational bonding ties there is also a need to consider a ﬁrm’s bridging ties (Adler and Kwon, 2002). Bridging ties provide access to unique knowledge and contacts (Beckman, 2006), resources that otherwise would not be available to the ﬁrm (McEvily and Zaheer, 1999). Recruitment is also a strategy to integrate diverse knowledge that the organization lacks (Song et al., 2003). There is thus an advantage to hire individuals that can act as such a bridging tie. From the perspective of hiring former co-worker there might be a trade-oﬀ between bonding and bridging ties. A high degree of shared co-worker experience would result in a lack of structural holes due to the strong tie nature of these contacts, which results in less new knowledge that will enter the new ﬁrm (Burt, 1992). There might be too much reliance on previous experience that constrains the search for opportunities (Aldrich and Ruef, 2006, page 78). Friends, family, being a non-work related bonding tie, and strangers, having no bonding tie at all, have work experience in a diﬀerent organizational setting and are part of a diﬀerent social network in the professional sphere. 

Thus, they are able to be a better conduit for new knowledge. Davidsson and Honig (2003) indirectly hint to this viewpoint since there is an advantage for both bonding and bridging ties in an organization for ﬁrm survival and since there is a certain degree of trade-oﬀ between bonding and bridging tie. Due to the trade oﬀ between bridging and bonding ties one might expect a point where there is too many bonding ties resulting in a detrimental eﬀect on ﬁrm survival. 

Hypothesis 4: There is a curvilinear relationship between the degree of shared co-worker experience and ﬁrm survival. 

3 Method 

3.1 Data 

The analyses conducted will rely on the Danish Integrated Database for Labor Market Research (from now on referred to by its Danish acronym, IDA). IDA is a database maintained by Statistics Denmark and contains information on individuals and ﬁrms retrieved from government registers from 1980 and onwards. This dataset is suitable for the analyses as its longitudinal characteristic shows ﬁrm dynamics (birth, death and growth rate of ﬁrms) and the employment history of all Danish citizens. It is also possible to identify personal characteristics of individuals, e.g. education and work experience; and ﬁrm characteristics, e.g. number of employees, industry, ownership type and location. Given this structure it is also possible to track who have shared the same ﬁrm or even plant at any given year since 1980. This facilitates the identiﬁcation of shared co-worker experience. 

3.2 Startups, founders and spinoﬀs 

I make a number of choices to extract the sample of new ﬁrms. The career history of the individuals in the sample is an important part of the analysis. For that reason I would like to have a period where I can follow the careers of the individuals before ﬁrm establishment. I also need some years after the founding of the ﬁrm in order to identify ﬁrm failure. To comply with these two choices, I decided to select those ﬁrms that are founded in the year 2000. By using the founding date and both the plant and ﬁrm identity number I can select those firms founded in 2000. In addition, I exclude all ﬁrms active in the primary industry and industries dominated by the public sector. To make this selection I make use of the European NACE industry classification codes. All those plants that are not within the 15 and 75 two-digit level NACE code are excluded. Within these two digits there is one classiﬁcation, between 40 and 45 (energy), which is a mix of both public and private ﬁrm. Firms active in this industry are also omitted from the sample. I will use the ownership code to remove those ﬁrms that are considered owned by the public sector or have a foreign aﬃliation. Finally, I remove all firms consisting out of only one individual. It requires at least two individuals to create a connection based on shared co-worker experience. One employee start-ups would create an estimation bias and for this reason I put a lower limit size of two employees in order for a ﬁrm to be included in the sample. This gives a total sample of 2,352 newly established ﬁrms within the Danish economy in 2000. 

To identify the founder(s) of these new start-ups I use the occupational classiﬁcation scheme of Statistics Denmark, which is in line with Nanda and Sørensen (2006). I am unable to identify clearly who the founders of ventures are. However, in the case of sole proprietorship and partnership I use the classiﬁcation codes that indicate the founder(s) being those individuals identiﬁed as employers and/or high ranked top managers up to five individuals (more then 90 percent of the sample will be less then five individuals). I argue that the vast majority of Danish ﬁrms are likely to be managed by their founders (Dahl and Reichstein, 2006). If both methods do not provide me with a founder I use the highest paid individual as the founder of the ﬁrm. For corporate ventures I use a similar founder identiﬁcation with the exception of ventures that have three of less employees. If this is the case I consider all individuals part of the founding team. 

The work history of those individuals that have been identiﬁed as founders will be used to identify whether or not the ﬁrm is regarded as a spin-oﬀ. Dahl and Reichstein (2006) consider a spin-oﬀ if at least two founders come from a firm in the same industry. In this paper I identify spin-oﬀs as ﬁrms founded by at least one founder that has worked in the same four digit NACE industry classiﬁcation in the period 1995-1999. Within the sample I identiﬁed 1,161 spin-oﬀs. 

3.3 Variables 

Dependent Variable: The dependent variable is ﬁrm failure, not only for the year of establishment but for each consecutive year up to 2004. Firms might in reality re-enter in the industry, for analytical purposes I will treat these ﬁrms as non-survivors. As a result, they will not reappear in the sample. Table 1 shows the structure of the dataset and it illustrates that one ﬁrm might have more than one observation depending on the number of years it is able to survive. In total the sample consists of 6,787 firm year observations. 
Table 1: Structure of the dataset based on the dependent variable

	Firm ID
	year
	failure
	age
	independent variable

	2000-1
	2000
	0
	1
	…

	2000-1
	2001
	0
	2
	…

	2000-1
	2002
	1
	3
	…

	2000-2
	2000
	0
	1
	…

	2000-2
	2001
	1
	2
	…

	2000-3
	2000
	0
	1
	…

	2000-3
	2001
	0
	2
	…

	2000-3
	2002
	0
	3
	…

	2000-3
	2003
	0
	4
	…

	2000-4
	2000
	1
	1
	…


Independent Variables: The core variables are those variables that indicate the degree of shared co-worker experience with a focus on the experiences of the members that are present in the ﬁrst and second year. The motivation for choosing the employees in the ﬁrst two years is (1) the observation that most ﬁrms start small and hardly change in size during their lifetime (Aldrich and Ruef, 2006) and (2) the assumption that early hire decisions have lasting consequences for the new organization (Baron et al., 1999). In order to compute these variables, it is necessary to identify the workplace of the founders and the ﬁrst and second year employees leading up to the founding of this new ﬁrm. The ﬁrst main variable is the degree of shared co-worker experience based on all individuals, including founders and employees that are associated to the new ﬁrm in the ﬁrst two years. This variable, being termed know all, will be calculated by using a concentration measures: 
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= Those shares where two or more current employees share the same previous workplace.

In order to calculate this measure individuals are grouped based on the previous workplace. Subsequently I calculate the share of all members that worked in each of the previous workplaces that are represented in the ﬁrm. I take the square of each share in order to assign a higher value to larger groups in the ﬁrm. Opposite to a more ordinary concentration measure, e.g. Herﬁndahl-Hirschman Index, the squared shares of workers not sharing a previous workplace will not be added for the reason that a bonding tie is between at least two individuals. 

To further illustrate this imagine a ﬁrm with ﬁve individuals where two individuals share the same previous workplace. In this situation 
[image: image7.wmf] will have a value of 0.16. If this ﬁrm would consist out of ten individuals, still with two from the same workplace, 
[image: image8.wmf] would drop to 0.04. If no individuals share the same previous ﬁrm this value would drop to zero. To disentangle the eﬀect of knowing the founder or knowing other co-worker I introduce the variable termed know foundempl. This variable indicates the share of employees that know at least one of the founders. I calculate the share of employees that share the same workplace. For calculating the degree of previous shared co-worker experience among the employees, know employee, and founders, know founders, I use the same measure as presented to calculate know all. 

Control Variables: Because I am testing for the eﬀect of shared co-worker experience I need to control for other variables that are known to inﬂuence ﬁrm survival. The usual predictors are industry, type of ownership, size, age, and location. Dummy variables are created for the diﬀerent industries making a distinction between: manufacturing, construction, wholesale & retail, hotel & restaurants, transport, ﬁnancial services & business services. Besides the type of industry I will also, as suggested by (Brüderl and Schüssler, 1990), control for the type of ownership being either sole proprietorship, general partnership of a limited partnership. For size I create dummy variables for the different sizes of the firm based on the total number of members.  The last variable to control for is whether or not the new ﬁrm is located in the Copenhagen Metropolitan Area (CMA) since ﬁrm that are located here might face stronger competition compared to those located in other parts of the country. Such a variable has also been used in previous studies (Brüderl and Schüssler, 1990; Eriksson and Kuhn, 2006; Dahl and Reichstein, 2006). 

Besides the above-mentioned overall ﬁrm characteristic variables, I also correct for some more human capital characteristics of those present in the ﬁrm. These are: the share of individuals with a bachelor degree of higher higher, the average number of years of total work experience (average number of years an individual has been present in the database since 1980), tenure in the previous ﬁrm (average number of years an individual has been registered as employee of the previous ﬁrm), average year of work experience in the same 4-digit industry class, and the share of individuals whose previous workplace was in the same 4-digit industry class as the new founded ﬁrm. 

4 Results 

4.1 Descriptive Statistics 

Figure 1 shows the survival of the ﬁrms that were newly established in 2000. The ﬁrst year 78.95 percent was able to survive followed by 60.29 percent in the second 49.32 percent in the third and 42.86 percent in 2003. In total 1008 ﬁrms survived throughout the entire period of the analysis. 
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Table 2 breaks the survival rates down by industry. Most new ﬁrms where established in Financial & Business Services followed by Wholesale & Retail and the least in the Transport sector, most likely due to higher costs of entry. It is also this industry that has the highest survival rate, 53.73 percent of ﬁrms are able to survive the entire period. The sector that has the highest failure rate is, not surprisingly, Hotel & Restaurant 67.53 percent of ﬁrms that got established in 2000 did not survive the period of the analysis. It is also this industry that pulls down the general survival rate of new established ﬁrms. 
Table 2: Survival rate by year and industry

	Year
	Industry

	
	Manufacture
	Construction
	Wholesale & Retail
	Hotel & Restaurant
	Transport
	Fin. & Bus. Services

	No. Startups
	135
	324
	617
	542
	134
	600

	2001
	85.93%
	79.01%
	82.17%
	71.03%
	82.84%
	80.33%

	2002
	69.63%
	62.96%
	62.27%
	50.74%
	67.91%
	60.50%

	2003
	59.26%
	52.16%
	53.00%
	40.04%
	58.96%
	48.00%

	2004
	51.85%
	47.22%
	45.38%
	32.47%
	53.73%
	42.83%

	Firms in 2004
	70
	153
	280
	176
	72
	257


Source: Statistics Denmark

In Table 3, I present an overview of the descriptive statistics of the variables that will be used in the regression analysis including the correlation matrix. Bare in mind that the in the analysis looks at ﬁrm failure and that the averages and standard errors are calculated based on the 6,787 yearly observations. In general one can see that the correlations between the variables are highly signiﬁcant. The collinearity is high between know all on the one side and know founder, know founderempl and know employee on the other side. Because these are substitute variables in separate regression models this collinearity is expected. 

--------------------------------------------------------------------------------

Insert Table 3: Descriptive Statistics and Correlation Matrix

--------------------------------------------------------------------------------
4.2 Regression Results 

The results of the logistic regressions are summarized in Table 4 and Table 5. Please note that survival has the value zero and death the value one when interpreting the eﬀects of each variable, a negative sign thus means a positive eﬀect on the likelihood of survival. 

Model 1 shows the outcome of a logistic regression analysis including the control variables and the co-worker experience variable know al l. The degree of shared co-worker experience based on all members shows a strong negative and signiﬁcant eﬀect on ﬁrm failure. The other variables describing personal characteristics of the ﬁrm show the expected results. Having a high share of highly educated and coming from the same 4-digit industry class have a negative eﬀect on ﬁrm failure. Total work experience, tenure in the last workplace and total industry experience show also strong negative eﬀects on ﬁrm failure although with considerable lower estimate values. 

In Model 2, I make a distinction a distinction between between founders and employees by substituting know all with know founder, know foundempl and know employee. This allows me to determine if there is a diﬀerent eﬀect comparing founder-founder ties, employee-founder ties and employee-employee ties. The outcome shows a negative significant eﬀect on the degree of founders knowing one of the employees while the other two ties are non-significant.  If a fonder worked together with an employee previously contributes thus positively to the likelihood of firm survival 
Since I expect a different effect based on whether or not the new venture is a spin-off or a normal start-up I run two separate regressions on these two firm characteristics. Model 3 presents the results for spin-offs and Model 4 shows the effects of shared co-worker experience on normal start-ups. There is a clear difference in making this distinction. For spin-off firms there is a negative significant effect of a increasing degree of shared co-worker experience among the founders. The relation between founders and employees and among employees is non-significant.  The share of same industry experience turns non-significant compared to the previous two models. However, this effect might have disappeared as a result that all firms have some degree of same industry experience. 

In Model 4 the shared co-worker experience among founders is not significant. The effect of founders knowing the employees and employees knowing each other show in this model negative result indicating that in normal start-ups the shared co-worker experience is important in relation to the other members of the new venture. In addition, it is beneficial that among the employees there is a experience in the same industry. This has a strong negative and significant effect on firm failure. 

Table 4: Summary of the regression analyses

	Variables
	Model 1
	Model 2
	Model 3

spin-off
	Model 4

other start-up

	
	Estimate
	S.E.
	Estimate
	S.E.
	Estimate
	S.E.
	Estimate
	S.E.

	Intercept
	-0.619
	***
	0.106
	-0.617
	***
	0.107
	-0.828
	***
	0.165
	-0.506
	***
	0.146

	fin. & buss. Services
	0.184
	**
	0.073
	0.182
	**
	0.073
	0.236
	**
	0.117
	0.172
	**
	0.097

	transport
	-0.228
	*
	0.125
	-0.229
	*
	0.125
	-0.255
	 
	0.164
	-0.132
	 
	0.203

	hotel & restaurants
	0.135
	*
	0.072
	0.134
	*
	0.072
	0.220
	**
	0.105
	0.076
	 
	0.104

	wholesale & retail
	-0.049
	
	0.066
	-0.048
	 
	0.066
	-0.055
	 
	0.102
	-0.033
	 
	0.090

	construction
	0.143
	
	0.087
	0.146
	*
	0.087
	0.230
	*
	0.124
	0.052
	 
	0.129

	manufacturing
	benchmark
	benchmark
	benchmark
	benchmark

	CMA
	0.016
	
	0.033
	0.016
	 
	0.033
	-0.016
	 
	0.048
	0.038
	 
	0.046

	limited partnership
	-0.328
	***
	0.062
	-0.323
	***
	0.062
	-0.280
	***
	0.090
	-0.376
	***
	0.086

	general partnership
	0.147
	
	0.095
	0.146
	 
	0.095
	0.101
	 
	0.136
	0.210
	 
	0.136

	sole propietorship
	benchmark
	benchmark
	benchmark
	benchmark

	know_all
	-0.469
	**
	0.230
	
	
	
	
	
	
	
	
	

	know_founder
	
	
	
	-0.272
	 
	0.309
	-0.755
	*
	0.419
	0.367
	 
	0.484

	know_foundempl
	
	
	
	-0.505
	**
	0.205
	-0.385
	 
	0.265
	-0.906
	***
	0.343

	know_employee
	
	
	
	-0.410
	 
	0.348
	-0.081
	 
	0.447
	-0.942
	*
	0.565

	share of higher educated
	-0.398
	**
	0.192
	-0.394
	**
	0.192
	-0.457
	 
	0.316
	-0.371
	 
	0.246

	tenure in previous firm
	-0.080
	*
	0.022
	-0.078
	**
	0.022
	-0.077
	**
	0.033
	-0.082
	***
	0.030

	total work experience
	-0.013
	
	0.010
	-0.013
	 
	0.010
	-0.016
	 
	0.015
	-0.011
	 
	0.014

	total industry experience
	-0.062
	***
	0.023
	-0.064
	***
	0.023
	-0.067
	**
	0.027
	-0.020
	 
	0.053

	share from same industry
	-0.416
	**
	0.167
	-0.389
	**
	0.167
	-0.057
	 
	0.208
	-1.302
	***
	0.418

	agedummies
	yes
	yes
	yes
	yes

	sizedummies
	yes
	yes
	yes
	yes

	no. observations
	6,787
	
	
	6,787
	
	
	3,518
	
	
	3,269
	
	

	log likelihood
	384.50
	***
	
	390.46
	***
	
	159.34
	***
	
	222.09
	***
	


                 *** Signiﬁcant at the 1% level ** Signiﬁcant at the 5% level *Signiﬁcant at the 10% level 
Tests for curvilinear relationships are presented in Model 5, Model 6 and Model 7. There turns out to be a high degree of multicollinearity on the core variables, with the exception of know all, that cannot be solved by normalization. However, based on the know all variable and its squared value there appears to be a curvilinear eﬀect, which indicates that there should be some degree of shared co-worker experience but too much is detrimental for ﬁrms survival. 

When dividing the sample in spin-offs (Model 6) and normal start-ups (Model 7) Table 5 shows that the curvilinear relation is still present in spin-offs but that this effect disappears in normal start-ups. A possible explanation might be the trade-off between cohesion and access to new knowledge. Spin-off firms benefit from the sameness in routines. However, new knowledge should be introduced to make these firms survive. Ordinary start-ups have knowledge that is slightly different compared to the industry. The cohesion found in co-worker experience helps them to deal with solving their liability of newness. 

Table 5: Tests for Curvilinear Relationships

	Variables
	Model5


	Model6

spin-off


	Model7

other start-up



	
	Estimate

 
	S.E.
	Estimate

 
	S.E.
	Estimate

 
	S.E.

	Intercept
	-0,604
	***
	0,107
	0,803
	***
	0,165
	-0,491
	***
	0,146

	fin. & buss. Services
	0,175
	**
	0,073
	0,231
	**
	0,117
	0,167
	*
	0,097

	transport
	-0,241
	*
	0,125
	-0,263
	 
	0,165
	-0,147
	 
	0,203

	hotel & restaurants
	0,139
	*
	0,072
	0,216
	**
	0,104
	0,079
	 
	0,105

	wholesale & retail
	-0,049
	 
	0,066
	-0,064
	 
	0,102
	-0,035
	 
	0,090

	construction
	0,156
	*
	0,087
	0,249
	**
	0,124
	0,041
	 
	0,129

	manufacturing
	benchmark
	benchmark
	benchmark

	CMA
	0.016
	 
	0,033
	-0.014
	 
	0.048
	0.039
	 
	0.046

	limited partnership
	-0.327
	***
	0,062
	-0.267
	***
	0.090
	-0.385
	***
	0.086

	general partnership
	0.159
	*
	0,095
	0.094
	 
	0.136
	0.236
	*
	0.136

	Sole proprietorship
	benchmark
	Benchmark
	Benchmark

	know_all
	-2.913
	***
	0,685
	-3.590
	***
	0.965
	-2.186
	**
	1.008

	know_all2
	2.927
	***
	0,749
	3.796
	***
	1.009
	1.437
	 
	1.233

	share of higher educated
	-0.392
	**
	0,191
	-0.509
	 
	0.313
	-0.385
	 
	0.246

	tenure in previous firm
	-0.079
	**
	0,022
	-0.080
	**
	0.033
	-0.077
	**
	0.030

	total work experience
	-0.012
	 
	0,010
	-0.014
	 
	0.015
	-0.012
	 
	0.014

	total industry experience
	-0.067
	***
	0,023
	-0.074
	***
	0.027
	-0.016
	 
	0.052

	share from same industry
	-0.379
	**
	0,166
	-0.053
	 
	0.207
	-1.328
	 
	0.418

	agedummies
	yes
	yes
	yes

	sizedummies
	yes
	yes
	yes

	no. observations
	6,787
	
	 
	3,518
	
	
	3,269
	
	

	log likelihood
	400.428
	***
	
	169.372
	***
	
	219.419
	***
	


*** Signiﬁcant at the 1% level ** Signiﬁcant at the 5% level *Signiﬁcant at the 10% level 
5. Concluding Remarks

5.1 Eﬀects of Share Co-Worker Experience on Firm Survival 

This study of 2,352 new established danish ﬁrms shows that shared co-worker experience has a positive eﬀect on the survival of new ﬁrms. It also appears that not only shared experiences among founders, as studied in Beckman (2006), is of importance but also previous work relations that existed between founders and their employees. This supports the idea that not only founders are the only factor contributing to this success and failure (Cardon and Stevens, 2004; Katz et al., 2000) and that there is a need for broadening the scope by including all members of the new organization. The general idea behind this paper is that shared co-worker experience is good for ﬁrm survival because of the shared language and narratives that exist between those individuals that have worked for the same ﬁrm. This hypothesis has consequently been broken down in four testable hypotheses. 

Hypothesis 1, which stated a positive eﬀect of shared co-worker experience based on all members of the ﬁrm on the likelihood of ﬁrm survival, is supported. A slight drawback of this analysis is the selection of the shared experience. This is done based on the ﬁrm the individual was working before the new ﬁrm was founded in 2000. As a result earlier co-work experience in other organization is not taken into account and although it might be the last ﬁrm it does not necessarily mean that they where present in the ﬁrm at the same time. The latter would not necessarily be a problem from the organizational culture perspective. Despite that these individuals have not worked together they still were part of the same organization and in the process obtained the ﬁrm’s organizational culture (Meek, 1988). 

Hypothesis 2 takes the ﬁrst hypothesis as point of departure but puts emphasis on the importance of the founder as the individual that is responsible for the direction of the ﬁrm. The results support the hypothesis that a shared relation with the founder increases the likelihood of ﬁrm survival. Beckman (2006) conducted a similar analysis based on the founding team and ﬁnds that the shared experience within this team contributes to the success of the ﬁrm. This eﬀect can, according to the result of this paper, be extended to all the employees. An increasing degree in co-worker experience among founders and among employees is not significant. However, the link between founders and employees is arguing that it matters whether or not the founder recruits a person with whom they worked together with in the past.

Hypothesis 3 argues for a different effect depending on whether or not the firm can be identified as a spin-off or an ordinary start-up. It is interesting to note that in the case of a spin-off the co-worker experience of founders shows the only effect. In an ordinary start-up the effect is not visible among founders but in the relation between founders and employees and among employees. A possible explanation might be that among the founders there is a principal founder. This principal founder will, when starting up a business in the same industry, give co-workers a similar position and offers them partnership in the firm. In ordinary start-ups this is maybe less likely and if former co-workers join the firm they will be in a employer-employee relationship. If a founder recruits more individuals in the same matter there will be an increase in the employee- employee relationship as well.

The last hypothesis, regarding the curvilinear relationship on the degree of shared co-worker experience and survival, is supported but only looking at the degree all members of the organization have worked together. This is in line with the studies where there they stress on the importance of both bonding ties and bridging ties (Davidsson and Honig, 2003). Another explanation is that spin-offs build on the routines of parent companies, which has some benefits. However, as the analysis suggest there is need for some ‘new’ routines. Ordinary start-ups have different shared routines compared to those firms starting up in the same industry and it is the cohesion in these firms that is important to survive. 
5.2 Conclusion 

The number of studies that focus on the eﬀect of all employees in entrepreneurial ventures is rather scarce. This study attempts to look at these members and more speciﬁcally how the social capital within the organization helps the ﬁrm to survive. There are diﬀerent dimensions that facilitate this but since the new member in this new organization face diﬃculties in the role they will have and what the relationships in the organization are is there a need for cohesion from the start, i.e. a high degree of bonding ties. In this study I argue for a special importance of former co-worker since there is a higher likelihood of a common organizational culture. 

Based on 2,352 newly founded ﬁrms from the year 2000 in the danish economy within the service and manufacturing there is a clear indication that this shared co-worker experience indeed has a signiﬁcant and positive eﬀect. Thereby controlling for the usual predictors of ﬁrm survival like industry and location and including some personal characteristics like the average age, education and work experience of those involved in the organization. This eﬀect is mostly ascribed to the co-worker experience between founders and employees indicating the role of founders in the process that determines the direction of the new organization. Making a distinction between spin-offs and ordinary start-ups changes this perception. 
Although the results show a signiﬁcant and positive eﬀect there is deﬁnitely more room for future research. In this situation I only looked at the co-workers since the data allows me to look at this speciﬁc role. However, it would be interesting to look at other speciﬁc roles within the strong and weak ties dichotomy, i.e. family, friends, including the eﬀect of strangers. It is the interaction between all these individuals that determines the degree of cohesiveness and the access to new sources of knowledge. This interaction might vary in diﬀerent type of ﬁrms and across diﬀerent industries, knowledge intensive vs. non-knowledge intensive industries. It would be recommended to make this distinction in future research. In addition, it would be possible with the data to identify how many years individuals have worked together. This is an extension I currently am working on. This contribution focuses a lot on the social capital dimension of recruitment but there is also a knowledge dimension and the notion there is a lot of homogeneity in the recruitment process. There is a possibility with the current dataset to test, and in the process challenge, whether or not this truly is the case. 
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	Variable
	Mean
	S.E.
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13

	1
	failure
	0.198
	0.399
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	2
	age
	2.204
	1.094
	-0.07
	 
	 
	 
	 
	 
	  
	 
	 
	 
	 
	 
	 

	3
	size
	5.760
	9.033
	-0.09
	0.12
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	4
	CMA
	0.451
	0.498
	-0.01
	0.00
	0.05
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	5
	spin-off
	0.518
	0.500
	-0.07
	0.05
	0.08
	-0.01
	 
	 
	 
	 
	 
	  
	 
	 
	 

	6
	know all
	0.060
	0.176
	-0.06
	0.03
	-0.04
	-0.01
	0.10
	 
	 
	 
	 
	 
	 
	 
	 

	7
	know found
	0.027
	0.129
	-0.04
	0.02
	0.08
	-0.03
	0.10
	0.43
	 
	 
	 
	 
	 
	 
	 

	8
	know foundempl
	0.066
	0.196
	-0.07
	0.04
	0.03
	0.01
	0.11
	0.73
	0.04
	 
	 
	 
	 
	 
	 

	9
	know empl
	0.028
	0.120
	-0.05
	0.03
	0.04
	0.01
	0.04
	0.39
	0.00
	0.25
	 
	 
	 
	 
	 

	10
	share of higher educated
	0.085
	0.198
	-0.04
	0.02
	0.04
	0.20
	-0.06
	-0.03
	0.00
	-0.01
	-0.01
	 
	 
	 
	 

	11
	tenure in the previous company
	2.653
	2.030
	-0.09
	0.05
	-0.09
	-0.08
	0.00
	0.27
	0.12
	0.16
	0.09
	-0.03
	 
	 
	 

	12
	total work experience
	8.907
	4.199
	-0.09
	0.05
	-0.12
	-0.04
	0.04
	0.19
	0.03
	0.13
	0.09
	0.06
	0.55
	 
	 

	13
	total industry experience
	1.676
	2.434
	-0.09
	0.05
	-0.07
	-0.02
	0.47
	0.26
	0.13
	0.15
	0.08
	-0.10
	0.24
	0.33
	 

	14
	share from same industry
	0.230
	0.281
	-0.08
	0.05
	-0.06
	0.00
	0.57
	0.29
	0.13
	0.20
	0.12
	-0.13
	0.12
	0.16
	0.69


Table 3: Descriptive Statistics and Correlation Matrix

Note 1: Correlation estimates in bold indicate significance at the 5 percent level. 

Note 2: Test of multicollinearity have been conducted using the variance inflation factor (VIF) method.  There is no problem of multicollnearity, since the VIF does not exceed the value 5.  
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