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ABSTRACT

Social Networking Theory suggests that social ndtsvare dynamic over
time. This study examines this dynamism in theegbmf nascent entrepreneur-
ship. Hypotheses tested in previous literature r@¢ested to build a foundation
for newly hypothesized relationships between chamgeocial network composi-
tion and their effects on business outcomes. Thkcated hypotheses from past
literature regarding gender influences on socialwark orientation are confirmed
and results show that entrepreneurs who experiehaages in social network ori-
entation over time were more likely to have sudoébsisiness outcomes and were
less likely to abandon entrepreneurial efforts. lisgtions for future research are
also discussed.

KEY WORDS: female entrepreneurship, social networks, ventueaton

Introduction

There is extensive literature regarding differenioesocial networking
for male and female nascent entrepreneurs (RenAidrich, & Moody,
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2000; Greve & Salaff, 2003; Bruni, Gherardi & Pagg?004). In addition

to identifying the difference between male and flensacial networks, there
have also been studies which have focused on teefsocial networks in

the entrepreneurship process of transitioning frd@a conception to gesta-
tion (Katz & Gartner, 1988; Reynolds & Miller, 1992vhile others have

maintained focus on the acquisition of resourcesujh social network

contacts (Shane & Venkataraman, 2000; Aldrich & @ien, 1986).

An aspect often overlooked in the entrepreneursitepature is the
idea that social networks are not static in natureas already been estab-
lished that gender has an effect on the type antposition of the nascent
entrepreneur’s social network. However, it is intpot to consider the so-
cial networks created by these entrepreneurs malytemic in nature, con-
stantly evolving over time; which may have an iefige over business out-
come. Most often in past studies the social netavarknascent entrepre-
neurs have been examined using cross-sectionalcdfiétion techniques
(Sequeira, Mueller & McGee, 2007).

This research addresses whether changing sociabriebrientation
during the nascent stages of entrepreneurship masflaence on business
outcome. This research question has never beeessdd using a longitu-
dinal stand point and addressing it in this wayeds the literature by illus-
trating the role of network dynamism in determiniagnascent entrepre-
neur’'s business outcome. The purpose of this simdy examine how the
types of relationships used within the social nekivig process change over
time, giving a better understanding of the resowoguisition process and
its influence on the success of launching an ergregurial venture.

To achieve this objective the remainder of the pap@rganized as
follows. First, a brief summary of past literatyvertaining to the social
networking process of nascent entrepreneurs ankkeitselements will be
presented. Two previously developed hypothesdsbheitested to confirm
results found in past studies that have focusedemder differences in so-
cial network formation. Next, newly formulated hypeses to test for
changes in social network orientation over time podsible influence on
nascent entrepreneurial business outcome will beegmted (See Figure 1).
Finally, the results of the study along with implions for future research
are suggested based on the findings of the study.
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Theory Development

According to Social Network Theory the contacts meined within a
social network have value in terms of the resoutbey offer as well as
their performance (Caniels and Romijn, 2008). Throuhe networking
process entrepreneurs bond and bridge relationgbgSarolis & Saparito,
2006) that enable them to access necessary resowteeh cannot be ac-
cessed through any other means (Aldrich & Martirg)1). Although the
initial creation of social capital at this level jisst as important for both
male and female entrepreneurs, creation of soe@Varks occur very dif-
ferently for male and female entrepreneurs (StplGifanville, & Biene-
stock, 1999; Wellman, 1992; Salaff & Greve, 2004).

Gender and Network Orientation: Homogeneity vs. Hetrogeneity

Social Networks that contain multiple contacts freamious different
functional backgrounds tend to provide nascentepnéneurs with greater
access to a variety of instrumental resources. pit@gents the entrepreneur
from being exposed to the information redundaney th apparent in more
homogeneous social networks which lack numerougrnmdtion sources
(Lin, Cook, & Burt, 2001).

Verheul, Van Stel and Thurik (2006), found that Hagriers to entry
for female entrepreneurs are very closely relatelititations dealing with
the family. Many females have duties and respolitsgisi in the home and
have the responsibility of most child-rearing aitiéég which can limit them
from being in contact with key individuals (Dunb&arSpoors, 1995). This
may cause many female entrepreneurs to only waviar their new ven-
ture on a part-time basis, negatively affectingrtbapability in creating in-
strumental network connections.

Social networks formed by women consist mostly ahily or kin,
and thus are referred to as homogeneous (Rentudll,e2000). The social
networks of males, on the other hand have beerdftmive more heteroge-
neous, and therefore consisting of more weak tiesddition to the estab-
lished strong ties of family and kin possessed &mndle entrepreneurs
(Moore, 1990). There are many possible reasonsthibymay be, however
the main reason addressed in the entrepreneunsdiatlire is family re-
sponsibility (Skinner, 2001; Menzies, Diochon, &$5a, 2004). Other bar-
riers faced by women are those also related toakoetworking such as
lack of financial support, credibility and statini et. al, 2004).
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Hypothesis 1In the beginning of the venture creation processale
entrepreneurs have more family members in theirasoetwork than
male entrepreneurs.

It has also been suggested in the literature ti@aknetworks leading
to successful business outcomes are those thataimaabalanced level of
strong ties and weak ties (Greve & Salaff, 2003)e Etrength of these ties
is determined by relationship characteristics sagmtensity, time, and rec-
iprocity according to DeCarolis and Saparito (20@)ong ties are defined
as family members; those with whom you have a w&rgng relationship
and contact more frequently (Aldrich, Elam & Reebk895).As discussed
earlier, the social networks of female entrepren@me mostly composed of
family and kin who create relationships based oonst ties. Scot{1998)
defined kin to include the parents, in-laws, andusgs while weak ties con-
sist of friends, co-workers and any acquaintancesiae of the family.

Although most weak ties are casual acquaintanbey, dre still very
important to the entrepreneur’s social network {(he& Cross, 2004) be-
cause they often give the nascent entrepreneusatodifferent resources
that may not be supplied by the strong ties of kamiembers (Gargiulo &
Benassi, 2000). As suggested earlier, the soctalanks of male entrepre-
neurs contain more weak ties, thus giving accessnéoe information
sources and instrumental resources.

Hypothesis 2. In the beginning of the venture ¢omaprocess male
entrepreneurs have more non-family contacts irr tbecial networks
than female entrepreneurs.

Hypothesis 3. Nascent Entrepreneurs who maintath strong and
weak ties in their social network increase thelifl@d of participat-
ing in start- up activities.

In the social networking literature networks arersas dynamic in na-
ture and change over time. Each contact withinceasoetwork offers spe-
cific resources that are needed at different tithesughout the venture cre-
ation process. These contacts are called upon Wigesources they provide
are appropriate (Doreian & Stokman, 1997). Socetiwvorks also evolve
over time and as a result the network compositemm ke adjusted in order
to accommodate the ever changing needs of the mason&epreneur. The
nascent entrepreneur will create and sever tidimihe network as neces-
sary in order to acquire the necessary resourcasyaspecific time (Grano-
vetter, 1985; Kossinets & Watts, 2006).
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Social networks provide access to advice, intradacto other con-
tacts, financial backing, and access to serviaesng other sources of sup-
port (DeCarolis et. al, 2006). Nascent entrepreneeed to have access to
several of these resources in order to successfaligch their intended
business ventures. According to the entreprenquigbrature, female en-
trepreneurs face many barriers in acquiring ressute start a business due
to limited network connections in comparison to mé@fmen tend to rely
more on family members in their social network, védas men tend to ex-
pand their network beyond the family (Renzulli, Adth, & Moody, 2000).

It is suggested that this may be because women leageopportunity out-
side of family duties to make connections with Blsaed business individ-
uals who may possess information, knowledge, shifid abilities that an
entrepreneur may benefit from in the nascent stdgaeating a business
venture (Greve and Salaff, 2003; Bruni, Gherardd oggio, 2004). Cer-
tainly many women have overcome these barriers thmust be posited
that females are able to overcome these barrierallowing their social

networks to evolve over time.

Hypothesis 4. In the later stages of the ventueation process, female
entrepreneurs have a higher quantity of non-fasulgport sources than
in the beginning stages.

Hypothesis 5. Nascent Entrepreneurs who alter theaial network ori-
entation over time increase the likelihood of papating in Start-Up
Activities.

Methodology
Sample

The sample consists of nascent entrepreneurs,ifiddras those ac-
tively involved in the venture creation processtiy Panel Study for Entre-
preneurial Dynamics Il (PSEDII) for the 2005 cohdrhe PSEDII is cur-
rently one of the largest and richest set of lamdjital data that were col-
lected for the purpose of studying nascent entreqaneship and venture cre-
ation. Starting in 2005 several waves of telephsgreening and interviews
in addition to mailed surveys had been carriedamat the effort resulted in
a sample of 1,216 nascent entrepreneurs who wermnhointerested in go-
ing into business for themselves, but also werg@gtparticipating in ac-
tivities to launch a business venture. The data eeasfully collected and
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organized by wave and have been made publicly abdailthrough the
PSED | and PSEDII data sets.

Reliability & Validity

In this particular study only cases that reportddrmation regarding
the use of relationships in furthering their buss@entures and reported
complete information for two different points inmi (Time 1 and Time 2)
were included in this study, making the sample 6&&. These specific cas-
es were selected because they reported informedigarding relationships
with team members on entrepreneurial teams, hefumport received from
friends, family, and other contacts as well asstia¢us of their entrepreneur-
ial venture. Of the 683 cases used in this studf \88re male while 356
females. This proportion of males and femalesoissistent with the U.S.
Census gender population estimates for 2007 (UeSs@s Bureau, 2007).

Measures

When using secondary data, content validity is gbava concern. In
the case of this particular study, each of thealdess of interest is uni-
dimensional and cannot be measured by a multi-gese (Houston, 2004).
The variables used in this study are measured bgtiquns, which if asked
in different ways, will not change the meaningloé guestion. For example
one question on the survey instrument reads: “Hoteam member #1 re-
lated to team member #2?” The responses availabl€la spouse or part-
ner, (2) family member other than spouse, (3) mssnassociate, or (4)
stranger until start-up. If this question werehigsed, it may read: “How is
team member #2 related to team member #1?” Chanigegnguestion would
not alter the information collected from the respemt. In other words,
there are not a larger number of measurement itbatscould be used to
evaluate this variable.

Since we cannot rely on multiple single indicatofsthe variables
used in this particular study, using measures s&clkronbach’s alpha or
CFA tests for uni-dimensionality are not approgiab assess reliability
(Houston, 2004). However, we can look at the datkection procedures to
give a general idea of the reliability of the measuent items used. The
PSED instrument was designed so that the questised were unambigu-
ous. If the questions and responses can be intedosegith certainty, the
tendency for error decreases greatly which in funamotes reliability. In
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addition, with the release of the data for publse,uthe administrators for
the panel study also introduced a user’'s manuatiwimcluded the coding
schemas used and a copy of the questionnaire. $&B® Phanual created by
Gartner, Shaver & Carter (2004) gives detailedrircsions in order to miti-
gate errors in measurement and interpretation ggested in Kerlinger and
Lee (2000). It is also suggested by Kerlinger et{2000) that “measuring
instruments should always be administered undedatd, well-controlled,
and similar conditions” (p.659). The data includedhe PSED was collect-
ed consistently across the entire sample. Thewlata collected through a
single survey research organization, using the sagtbod at each instance
and repeated at the same time intervals for eash. Gdhis standardization
of procedure allowed for the reduction of erromeasurement and data col-
lection, thus improves reliability.

Reynolds and Curtin (2007) explain that the purpafseollecting the
PSED data was to examine the profiles of individwansidered to be nas-
cent entrepreneurs, the activities involved in ¢émérepreneurship process,
and to examine which types of activities lead tec#ic business outcomes.
The hypotheses examined in this study certainlyiféb the scope of the
original goals for the PSED data collection whiehds support to the valid-
ity of this study.

Data Transformation

It was necessary to transform variables from th@ dat in order to
make them appropriate for the statistical analy=es. example, in order to
analyze friend and family relationships among nekwmembers, all rela-
tionship types were re-coded to 1=related and Ox®lated. This allowed
for the calculation of totals for each type of teaship in the social net-
work at bothTime 1(T1) andTime 2(T2) where appropriatdime lrefers
to the social networking information reported bg tlespondents during the
first interview. Time 2refers to the same information reported in the re-
spondent’s last interview.

In addition to the data transformations, it wasessary to create a
new variable to represent whether there were asgrobd changes in net-
work orientation. For this analysis the relatiopshiata described above
were compared for both T1 and T2 in order to fowmparisons of social
network orientation and to determine whether artyvogk changes had oc-
curred between T1 and T2. The changes in netwoektation variable was
coded for each case as 0=no change and 1=changex&wople, changing
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from a homogeneous network orientation to a moterbgeneous network
orientation would be coded as 1).

Results

The hypotheses were tested using the Chi-squdreftexlependence
in order to determine (1) whether female entrepmendave more family
members in their social networks than males atAdL(2) whether male en-
trepreneurs have more non-family support sourcas fiemale entrepre-
neurs at T1. These analyses were conducted in todest the hypotheses
of past literature which have been conducted ossesectional data. A Chi-
square test was also used to find whether themesignificant difference in
network composition for nascent entrepreneurs betwEl and T2. This
test was conducted in order to address the maimipeeof this research
which is to determine if the social networks of cexst entrepreneurs are dy-
namic in nature. To further examine whether chamgecial network ori-
entation have an effect on business outcome, thdtseof the Chi-square
tests discussed above were examined in order ¢gadte the participants
based on business outcome. Business outcomes epengad in the data set
as 1=running business, 2=start-up active and 3=hivang efforts. Cross
tabs analysis was used to determine which entreprenwith changes in
social network orientation resulted in each typbudiness outcome.

In testing hypothesis 1, a significant differencaswiound between
male and female entrepreneurs in the number ofiyamembers included in
the social network at T1. Further examination usangsstabs analysis
shows that females have a higher proportion of f|amembers in their so-
cial network, lending support to Hypothesis 1. Hysis 2 also had a sig-
nificant Chi-square result, suggesting that there isignificant difference
between male and female entrepreneurs in the nuofilbem-family support
sources included in the social network at T1. Tilwsstabs analysis for this
test revealed that males have a higher proportfonoo-family support
sources in their social network, lending suppor2tdhe results of both of
these hypotheses are consistent with the resutteeafross-sectional studies
conducted on nascent entrepreneurs thus far ifietlde

Hypothesis 4 tested whether there is a signifidé#ference for female
entrepreneurs in the number of non-family suppourees included in the
social network between T1 and T2. The Chi-squasalte were significant
and further analysis confirmed that the proporta@nnon-family support
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sources for female entrepreneurs had increased 3ihcgiving support to
Hypothesis 4.

In order to test Hypothesis 3 the network orieptainformation from

T2 was examined to calculate the number of stromveeak ties for each
nascent entrepreneur, which in turn, allowed fer ¢hses to be categorized
into the three business outcome classificationedasn the types of ties
possessed at T2. Cross tabs analysis determinethtis® nascent entrepre-
neurs who possessed a combination of both strodgvaak ties were more
likely to be categorized as still participatingbaosiness start-up activities.
Using the results of the Chi-square tests from Hypsis 3 in conjunction
with cross tabs analysis it was determined thatergsentrepreneurs who
experienced a change in social network orientaginoe T1 were more like-
ly to be participating in Start-up activities. Thagsults lend support to both
Hypotheses 3 and 5, suggesting the importancecoh@ination of strong
and weak ties along with the ability to alter sbciatwork orientation are
crucial features of the nascent entrepreneur’'sasaetwork.

Discussion

In beginning a business venture, nascent entrepremeeed to gain
access to advice, contacts, and business resodittesiascent stage of en-
trepreneurship is the period of time and the sarfevents leading up to the
official launch of a business venture. It encompadfe recognition of an
idea or opportunity and the steps taken to actheniritentions of starting a
business (Aldrich & Martinez, 2001). During thiggé entrepreneurs seek
out valuable information and resources that arérart to the launch of a
successful business. The key to accessing theserces is the creation of a
social network that is flexible to change whichlailow for the acquisition
of the knowledge, skills, financial support, and gihysical resources neces-
sary in successfully working toward the launch dlainess venture.

The results of this study have confirmed the figdoh previous cross-
sectional studies pertaining to social networking riascent entrepreneurs
(Aldrich et al., 1995; Bruni et al., 2004). Usingample from the PSED da-
ta set, this study confirmed that the social nekwaf male and female nas-
cent entrepreneurs differ in orientation. More imtanotly, to build on past
studies on this topic, the results of this studgvetihat nascent entrepre-
neurs who maintain both strong and weak ties areerikely to be classi-
fied as start-up active. In addition, those whoegignce changes in social
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network orientation are more likely to remain ergggn business start-up
activities. Another contribution of this study tsetuse of longitudinal data
to examine this phenomenon.

Over time, nascent entrepreneurs are able to adatenastrumental
resources that are crucial to the launch of a nesinless (Hansen, 2001).
Social networking is the creation and maintenarfcth® connections that
can supply these crucial resources (Aldrich & M, 2001). An entrepre-
neur may be very creative, innovative or be an expdheir field, but they
may not possess all of the knowledge, skills antitiab required to start a
new business (DeCarolis & Saparito, 2006). Throsmtial networking, en-
trepreneurs are able to gain access to and ob&miessary resources that
would otherwise be unavailable to them (Aldrich &afnez, 2001).
Through creating new ties, nascent entrepreneersiae to gain access to
information about new markets, where to locaterthisinesses, infor-
mation concerning cutting edge products and sesvidost importantly,
social networks are dynamic in nature and the otstaithin a network can
be called upon whenever the resources they supplgnast valuable. These
activities that are nascent in nature are crunialgtermining the outcome or
an entrepreneur’s venture creation intentions.

Implications for Future Research

This research is an extension of knowledge reggrthe female so-
cial networking process of nascent entrepreneudssaggests implications
for future research. In much of the literature naantioned earlier, we see
that there is a difference in the social networksale and female entrepre-
neurs. However the literature still lacks detaitddies of social network
dynamism for female entrepreneurs. This needs texlaenined further in
the context of the nascent entrepreneur. Firstneed to further examine
the effect of changes in social network orientatdbriemale entrepreneurs
and their relation to business outcomes. For imgtado changes in social
network orientation necessarily lead to the actjarsiof different types of
support that were not available initially? Secamdearch should assess rea-
sons for disconnect from the social network and hiow affects resource
acquisition. Analyzing the types of relationshipkieh are developed and
continued, or even discontinued for that mattenii@llow us to better un-
derstand which types of support are appreciated impshe female entre-
preneur. Third, future research must address tksilple hidden agenda of
strong ties vs. weak ties. We need to examine Bxadtere family and
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friends fit into the classification of strong aneak ties: (1) Do all family
members necessarily constitute strong ties? (&) psssible for friends to
represent stronger ties than family members? (8)dee a difference in the
types of support provided by ties of different sgins? Finally, future stud-
ies can be done to determine whether a higher csitiqgo of non-family
support sources in the social network constituteenprovided help in the
form of resources.

Limitations

As can be expected with any research that usesdagodata, this
study is not without limitations. It is of a comnethat important data may
have been lost for the cases that decided notrtipate in the second data
collection. This is a common challenge faced by tnmsgitudinal data col-
lections. Also, those participants who reported thair business has offi-
cially launched can no longer be considered “nasoemtrepreneurs, for
they have reached a higher level of the venturaticre process. A final
concern, the $25 gift awarded to each participanefch instance of partic-
ipation in the panel study may also have causegbre® bias in the data,
based on patrticipation just for the sake of recgjthe reward.

Conclusion

This study makes a contribution to the literaturéno ways. First, the
study introduces the concept of change in socialork orientation in ven-
ture creation, and second it examines social n&twdentation in terms of
gender using longitudinal data. The findings o$ tstiudy give us a more de-
tailed illustration of the role of social networksthe nascent entrepreneuri-
al process. The study was conducted with hopesaédmg a contribution to
the study of nascent entrepreneurship by introdutie dimension of net-
work dynamics and its possible effects on busimegsomes in the venture
creation process. The results of the cross-sedtistmdies from the past
were confirmed and the findings from this studydles to research ques-
tions for the future. Support was found for prewatudies, maintaining that
the social networks of male nascent entrepreneomsainn more contacts
outside of the family; that is, having a higher gmsition of non-family
support sources. A significant difference was &samd in the orientation of
female entrepreneurs’ social networks over timejfioming that social
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network characteristics are dynamic in nature. IFinghis study suggests
that entrepreneurs who maintain an even level rohgtand weak ties by
changing network orientation over time have betteances of successfully
remaining engaged in business start-up activittespposed to abandoning
venture creation efforts.
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Figure 1: Research Model
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Uticaj dinamizma socijalnin mreza na biznis ,start-
up“ aktivnosti: Longitudinalno ispitivanje zena
preduzetnika u nastajanju

APSTRAKT

Teorija druStvenih mreZa sugeriSe da one postajardi'ne tokom vremena.
Ova studija ispituje dinamizam u kontekstu predugata u nastajanju. Hipoteze
testirane u prethodnoj literaturi su ponovo testiral cilju izgradnje temelja za
nove hipoteze vezane za odnose dzmgromena u sastavu socijalnih mreza i
njihovih efekata na poslovne rezultate. KéeiSe hipoteze iz prethodne literature,
koje se odnose na uticaje pola na orijentaciju predrustvenim mrezama, su
potvidene. Rrezultati pokazuju da sepreduzetnicima koji su iskusili promene u
u odnosu na drusStvene mreze tokom vremena pokdaygibilo vise preduzetnika
koji su imali uspeSne poslovne rezultate od onihji lem odustajali od
preduzetnikih napora.
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