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IntroductionIntroduction
• Quick Bio

D t l St d t i M t– Doctoral Student in Management
• Research interest - Nascent Entrepreneurship

– New Firm Foundingg
» PSEDII Criteria

• Motivation for this project
– Aldrich, Howard. & Ruef, Martin. (2006)  

Organizations evolving. Sage Publications, inc.,; 
Thousand Oaks CAThousand Oaks, CA.

– Weick, Karl. (2005) Sensemaking in Organizations. 
Sage Publications, inc.,  Thousand Oaks, CA.
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IntroductionIntroduction
RESEARCH QUESTIONS:
• What activities are most influential in new firm founding?

– What founders actually do that is most influential in affecting new 
firm emergence during the gestation period (Aldrich, 1999; Katz & g g g p ( , ;
Gartner, 1988, Shane & Delmar, 2002; Reynolds & Curtin, 2008). 

• What influences how individuals go about deciding what 
activities to pursue?activities to pursue?
– Individual behaviors are the principal necessary ingredients for 

organization formation to occur (Gartner & Carter, 2005).
I di id l k f h diff l– Individuals make sense of the start-up process differently.

• Juxtaposing Institutional Theory and Sensemaking 
Perspectivep
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Theoretical Underpinnings
• What hasn’t been fully considered in regards to 

start-up behaviors?
• Institutional TheoryInstitutional Theory

• Structures: rules and resources that constrain and enable 
human action

– "...sets of rules and resources that individual actors draw 
upon in the practices that reproduce social systems”upon in the practices that reproduce social systems” 
(Boone, 2005).

• Structures expressed in actions (structures are like rules of 
conduct) (Giddens, 1984).

• Structures can be:• Structures can be:
– Formal
– Informal

– SensemakingSensemaking
– structures create a frame for individual sensemaking that affects 

behavior
– emergent organization is an ongoing process of sensemaking 

interactions among individuals, and action is the embodiment of theinteractions among individuals, and action is the embodiment of the 
sensemaking process (Weick, 1979)
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Theoretical Underpinnings
• What has not been fully explored in regards to 

new firm founding?
Wh t “ki d” f ti iti t i fl ti l– What “kind” of activities are most influential

• Institutional Theory
– Entrepreneurs engage in various start-up activities to signal legitimacy.  

» Legitimacy is a generalized perception or assumption that the actions 
of an entity are desirable, proper, or appropriate within some 
socially constructed system of norms, values, beliefs, and definitions 
(Suchman, 1995).

– Pragmatic, Moral and Cognitive Legitimacy

• Sensemaking is conveyed through action. 

– Start-up activities are a function of individual p
interpretations that manage institutional forces and 
confer legitimacy  
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MethodsMethods

• In order to investigate these relationships we will utilize the Panel 
Study of Entrepreneurial Dynamics II (PSED II). 

• The PSEDII is a detailed longitudinal survey with information on a 
cohort 1,214 individuals that were identified while they were in the 
process of starting new businessesprocess of starting new businesses. 

– http://www.psed.isr.umich.edu/psed/home
• Examining individuals actively involved in the process of organizing a 

new firm, the PSED II addresses the inherent selection bias limitation ,
prevalent in entrepreneurial research. 
– (N=972)
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Sample Descriptivesp p
• 20 months from conception and on average has two team members. 
• 56% of the cases are considered reproducer firms, while 44% of the56% of the cases are considered reproducer firms, while 44%  of the 

cases are considered innovator firms. 
• Among nascent entrepreneurs completing start-up activities at least 

50% of total possible actions have been completed in
• sweat equity activities, product implementation, and business 

planning
• 63% of the cases are continuing their start-up efforts, while 13% of 

h d fi t t d 23% f it th t tcases reached new firm status, and 23% of cases quit the start-up 
process.

• Sole proprietors, represent about 54% of the cases; spousal pairs at 
23%; non-family teams representing 15% of the cases; family teams23%; non-family teams representing 15% of the cases; family teams 
represent 8% of the cases  
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Hypothesis 1
• H1: Three of four pragmatic legitimizing activities 

significantly differentiate new firms from active start-ups.significantly differentiate new firms from active start ups.
– business presence activities (p=.030). 
– Product implementation (p=.004)
– resource activities (p<.0001)

• H1: Two of four pragmatic legitimizing activities 
significantly differentiate new firms from active start-ups.g y p
• business presence activities (p<.0005)
– product implementation  activities (p=.025)
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Hypothesis 2
• Are innovator firms more likely to complete one of the two 

forms of start-up activities associated with cognitive legitimacy p g g y
than reproducer firms.

• Innovator firms and reproducer firms engage at similar levels 
among classes of activities except for intellectual propertyamong classes of activities, except for intellectual property 
right activities.
– (t =-5.20; d.f. =629.27; p<.0005)

• Innovators firms are 3.5 times more likely to engage in 
intellectual property right activities than reproducer firms. 
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Hypothesis 3
– Pragmatic Legitimizing Activities: 

– business presence activities  χ2(3, 972) = 23.56, p < .0005; 
η2= 02η2=.02 

– product implementation activities  χ2(3, 972) = 11.73, p = .008; 
η2=.01

Cognitive Legitimizing Activities– Cognitive Legitimizing Activities
– business planning activities  χ2(3, 972) = 20.61, p < .0005; 
η2=.02
intellectual property right activities χ2(3 972) = 15 94 p =– intellectual property right activities  χ2(3, 972) = 15.94, p = 
.001; η2=.02

– Moral Legitimizing Activities
Fi i A ti 2(3 972) 19 00 < 0005 2 02– Financing Actives χ2(3, 972) = 19.00, p < .0005; η2=.02;

– resource activities   χ2(3, 972) = 14.90, p =.002; η2=.02
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Hypothesis 3Hypothesis 3
• Follow up tests

S l i team ere more likel to complete a higher percentage of– Spousal pair team were more likely to complete a higher percentage of 
business presence activities (p = .024) , product implementation activities (p = 
.046), and business planning activities (p = .012)  than sole proprietors

– Family teams were more likely to complete more business presence activities 
(p = .010)  than sole proprietors 

– Spousal pairs were more likely to complete a higher degree of product 
implementation activities (p = .035) . 
N f il t lik l t l t hi h d f b i– Non-family teams were more likely to complete a higher degree of business 
planning activities (p = .047). 

– Between family and and non-family teams a no significant differences 
were foundwere found . 

14



60 00

70.00

G
roup

50.00

60.00

ped M
edia

30 00

40.00
BUSINESS PRESENCE

PRODUCTION IMPLEMENTATION 

BUSINESS PLANNING

an

20.00

30.00 BUSINESS PLANNING 

FINANCING 

SWEAT EQUITY

INTELL PROPERTY  

RESOURCES

0.00

10.00
BUSINESS REGISTRATION 

0.00

15



Conclusions/Implications
• The data provides “some” evidence that the context for sensemaking, 

and subsequently action, is shaped by formal and informal structures 
• This assessment found that there are differences in the likelihood ofThis assessment found that there are differences in the likelihood of 

new firm founding between kinds of start-up activities engaged in.
– Business registration, product implementation, and resource 

activities distinguish new firms from quits and continuing start-g q g
up efforts. 

• There is preliminary evidence that team structure influences class of 
start-up activity engagement, but, subsequent analysis of follow-up 

d t i d t b tt h d h diffwave data is need to better comprehend  such differences. 
• The data provides evidence that different formal and informal 

structures and influence the context of start-up actions aimed at 
garnering legitimacygarnering legitimacy.
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LimitationsLimitations
• Looking only at first follow up of PSEDII 

I i• Instrumentation
– Low reliabilities in some instances for activity classes 
– However, construct was based off pooled EFA for PSEDI & , p

PSEDII

• Constrain gestation windows among sample in various 
intervals to further explore variations in activities byintervals to further explore variations in activities by 
structural factors
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