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An Examination of the Independent and Joint Effects of
Venture Characteristics and Competitive Scope on

New Venture Performance*

Abstract

Despite the importance assigned venture resources and venture age as independent variables impacting
venture performance, research examining the joint impact of these firm characteristics in combination
with other predictor variables has been limited.  Using a sample of 112 entrepreneurial manufacturing
ventures, this study found that models incorporating the joint impact of venture resources, venture age,
and competitive scope accounted for 26 percent and 17 percent of the variance in profitability and sales
growth respectively.  These findings suggest that future new venture performance studies may offer
additional insights by examining the joint impact of firm characteristics in combination with other
predictor variables. 

Introduction

A central responsibility of business managers and owners is to formulate effective strategies based on
analysis of firm resources and environmental characteristics (Andrews, 1971; Hofer and Schendel,
1978; Vesper, 1990).  It is well recognized within the strategic management literature that firm effects
impact business performance, although the relative impact of these effects has been the subject of much
debate (McGahan and Porter, 1997; Rumelt, 1991, Schmalensee, 1985).  However, McGahan and
Porter shed some light on this debate, noting that firm effects explained more than three times the
variance in profitability when compared to industry effects for firms in the manufacturing sector, a
notable difference from other sectors of the economy.

Prior theory and research in the fields of population ecology, strategic management, and
entrepreneurship provide strong support for the importance of firm characteristics such as venture
resources and venture age as independent variables impacting new venture performance (e.g., Aldrich
and Auster, 1976; Chandler and Hanks, 1994; Chen and Hambrick, 1995; Cooper, 1993; Hannan and
Freeman, 1984; Timmons, 1994).  In addition to their direct influence, Cooper suggested that initial
firm characteristics should be examined in combination with other predictor variables such as new
venture strategy in order to determine the joint impact of such variables upon alternative measures of
new venture performance. There is also strong support from prior theory and research that new
venture strategy is an important determinant of new venture performance.  There have been a relatively
large number of studies which have examined the impact of the competitive scope of a venture's
product/market scope upon new venture performance (e.g., Biggadike, 1976; Feeser and Willard,
1990; Kunkel, 1991; McDougall, Covin, Robinson, and Herron, 1994; Miller and Camp, 1985;
Sandberg, 1986).  The vast majority of these and other studies found competitive scope to be an
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important determinant of new venture performance.  However, there is some disagreement as to
whether broad or narrow competitive scope is associated with superior new venture performance.

Despite the importance assigned to venture resources and venture age as important variables impacting
new venture performance, many of the new venture strategy studies have not included such variables in
combinations with competitive scope in order to determine the joint impact of such variables upon
measures of new venture performance.  Thus, failure to include firm characteristics in models
examining the impact of new venture strategy upon new venture performance may be responsible for
the divergence in findings in these and other studies.

In addition, a number of authors have suggested that predictors of performance may vary according to
the measure(s) of performance utilized in such studies, as such measures are not necessarily
interchangeable proxies for one another (Brush and VanderWerf, 1992; Cooper, 1993; Murphy,
Trailer, and Hill, 1993, McDougall et al., 1994; Robinson, Kunkel, and Hofer, 1994).

Empirical examination of how firm characteristics combine with other predictor variables to impact
alternative measures of new venture performance may provide important information on the relative
effect of differing variables.  If firm characteristics exhibit a moderating influence on measures of new
venture performance, inclusion of such variables in future entrepreneurship studies may provide a
better understanding of the relative role of such characteristics and other predictor variables in
accounting for differences in new venture performance.

The primary purpose of this research was to examine the independent and joint effects of firm
characteristics and competitive scope on alternative measures of new venture performance. 
Specifically, this research examined the independent and joint effects of venture resources, venture age,
and competitive scope upon two alternative measures of new venture performance which prior theory
and research suggest are important indicators of a venture's overall effectiveness and efficiency.

Firm Characteristics

Hofer (1975) theorized about the importance of firm characteristics as contingency variables impacting
the formulation of strategy and firm performance.  Subsequent research in the fields of population
ecology, strategic management, and entrepreneurship have provided strong support for the
independent impact of firm characteristics on measures of business performance.  Specifically, venture
resources and venture age are two of the primary firm characteristics which prior theory and research
suggest are important determinants of new venture performance.

Venture Resources

There has been an increasing focus on the important role of resources for determining and sustaining
competitive advantage for both established firms and new ventures (Connor, 1991; Grant, 1991). 
Hofer and Schendel (1978) distinguished between differing types of resources which should impact
strategy formulation and firm performance.  Hofer and Schendel noted that (1) financial resources,
such as the availability of equity, and (2) physical resources, such as asset  levels, are among the most



important resources of an organization.  Thus, this research examined the impact of these venture
resources upon new venture performance.

Venture resources are critical for new ventures for several reasons.  First, adequate resources at start-
up provide funds to meet cash flow requirements during the development and commercialization of
products/services.  Second, venture resources provide a buffer of protection to withstand adverse
economic conditions and/or unexpected developments within their internal or external environment. 
Third, venture resources can provide the capital necessary to take advantage of market opportunities
and fund future growth, particularly for high-potential ventures.

The importance of venture resources such as capital assets and availability of capital is likely to be even
more important in the manufacturing sector of the economy, as ventures must overcome entry barriers
such as capital requirements, economies of scale, and product differentiation advantages of established
firms. 

A number of works in the fields of strategic management, population ecology, and entrepreneurship
have documented the liability of smallness, in which ventures have inadequate resources to compete
against larger rivals (e.g., Aldrich and Auster, 1986; Hannan and Freeman, 1984; Timmons, 1994). 
Three studies in the field of entrepreneurship which explicitly examined the impact of venture resources
on new venture performance have produced conflicting results.  Thus, Cragg and King (1988) found
their factor of organizational size, a measure related to venture resources, to be negatively associated
with return on sales, while having no impact on sales change.  In a more comprehensive examination,
Chandler and Hanks (1994) confirmed the importance of venture resources, as their measure had a
positive impact on both sales growth and sales volume.  Finally, Shrader and Simon (1997) stated that
venture resources did not impact either sales growth or return on sales.  However, the model illustrated
in their study included statistically insignificant interactions among venture resources and venture
origin, with an overall p-value of .11.  It is possible that a model with these insignificant interactions
removed might result in statistically significant relationships between venture resources and return on
sales, as some methodologists recommend removing such interactions for subsequent testing (Neter,
Kutner, Nachtsheim and Wasserman, 1996).

In short, prior theory provides strong support for the importance of venture resources vis-a-vis their
impact on new venture performance.  Additionally, the measure of venture resources utilized in this
sample is sometimes utilized as a measure of size, thus representing the liability of smallness.  Thus, it is
hypothesized:

H1:  The level of venture resources will be positively related to new venture performance.

Venture Age

There is an abundance of support from prior research that younger ventures experience a liability of
newness, which typically results in higher failure rates (e.g., Shapero and Giglierano, 1982) and lower
performance (e.g., Biggadike, 1976).  However, it is recognized that while young new ventures
typically have lower profitability, the inverse is often true for sales growth percentages.  This follows as
young ventures typically have lower sales volume.  Thus, comparable absolute sales dollar gains for



smaller (lower sales volume) and larger ventures will result in higher sales growth percentages for
smaller ventures.

Two recent studies have confirmed the impact of age on new venture performance.  Cragg and King
(1988) found that young firms achieved higher sales growth, but age of firm was not related to return
on sales for their sample of small firms (less than 50 employees), half of which were started prior to
1971.  Similarly, Chandler and Hanks (1994) found young firms had lower sales volume, but age was
not related to sales growth (profitability was not examined).

In addition, Cooper (1993: 244) noted that sample selection may have impacted prior studies stating,
"Thus, very young firms that die quickly are often difficult to identify and so are often not included in
samples."   Therefore, it is likely that age may have an even more important impact on alternative
measures of performance than that identified in a number of prior studies.
Due to the strong support from prior theory and research regarding the impact of age on new venture
performance, it is hypothesized:

H2:  New ventures will differ in performance based on venture age.

In addition, this study utilized two divergent measures of new venture performance, return on sales and
sales growth.  As noted above, the impact of age often has a differential impact on these two measures.
 Thus it is also hypothesized:

H2a:  Venture age will be positively related to venture profitability.

H2b:  Venture age will be negatively related to venture sales growth.

Competitive Scope

It is widely recognized that the competitive scope a new venture pursues has an important impact on
measures of new venture performance.  However, there has been substantial disagreement as to
whether ventures pursuing a broad or narrow competitive scope are more successful.  Early theory and
research in the field of entrepreneurship suggested that new ventures should pursue a narrow
competitive scope in a niche market which is neglected or underserved by larger competitors (Broom,
Longenecker, and Moore, 1983; Cohn and Lindberg, 1972; Hosmer, 1957).  However early research
also suggested that personal savings were the primary sources of capital for new ventures (Mayer and
Goldstein, 1961).  Thus, the relatively untapped venture-capital and equity capital markets for new
ventures in the sixties and early seventies when compared to the last 15 to 20 years may be partially
responsible for some of these findings as ventures did not have an active external capital market from
which to seek funds for broad growth strategies.

Following Biggadike's (1976) seminal study, a large number of new venture strategy studies have been
conducted utilizing the PIMS data base of corporate-sponsored ventures.  The conventional wisdom
from these studies suggest that new ventures are more successful when pursuing a broad market scope
(e.g., Biggadike, 1976; MacMillan and Day, 1987; Miller and Camp, 1985).



Sandberg (1986), Feeser and Willard (1990) and Kunkel (1991) provide additional support for the
PIMS based studies vis-a-vis the advisability of pursuing a broad competitive scope for their samples of
independent ventures.  Sandberg (1986) examined venture capital backed ventures while Feeser and
Willard (1990) and Kunkel (1990) utilized samples of ventures which had undertaken an IPO.  Thus,
the ventures in each of these samples had access to equity financing from external sources which
enabled the pursuit of broad competitive scope.

Contrary to the above findings, McDougall et al. (1994) did not find a direct relationship between
competitive scope and either ROS or sales growth.  McDougall et al. acknowledged the uniqueness of
their sample compared to those of the primary studies cited above, "The firms studied are not
corporate ventures, they are seldom venture capital backed, they are younger and smaller - the industry
upstarts" (p. 551).

The conflicting results may be due in part to the type of venture studied.  It appears that ventures with
access to capital resources, either through a corporate-parent, venture capitalists, or through an initial
public offering, achieve superior performance when pursuing a broad competitive scope.  Access to
such resources allows such ventures to pursue broad competitive scope by providing the necessary
monies to fund such growth.

This study utilized a sample of high potential independent new ventures which had undertaken an IPO.
Thus, these ventures had access to capital resources which would allow them to effectively pursue a
broad competitive scope strategy.  Therefore, it is hypothesized:

H3:  Broad competitive scope strategies will be positively related to venture performance.

Joint Influence of Firm Characteristics and 
Competitive Scope

Effective strategies involve obtaining a fit among the characteristics of the organization (strengths and
weaknesses) and elements of the external environment (opportunities and threats) in order to achieve
superior performance (Hofer and Schendel, 1978).  Thus, it follows that each of these three elements,
i.e., strategies, firm characteristics, and environmental characteristics should contribute to
organizational performance outcomes. 

Sandberg (1986), Kunkel (1991), and McDougall et al. (1992) examined the joint impact of strategy
and environmental industry structural elements on new venture performance.  Each of these studies
provide strong support for utilizing models incorporating the joint effects of strategy and industry
structure when examining the determinants of new venture performance.

Chandler and Hanks (1994) provided one of the most comprehensive studies of the joint impact of firm
characteristics and venture strategy on new venture performance.  They found that venture resources,
venture age, and new venture strategy had a joint impact on new venture performance.  This effect was
an additive effect, as Chandler and Hanks did not find an interactive effect between venture resources
and venture strategy.  They did not test potential interactive effects between venture age and venture



strategy.  Although McDougall et al. (1994) did not incorporate the joint impact of venture age and
venture resources into their study, they suggest that these variables may be related to the inability of
their ventures to realize gains in financial performance from scale benefits associated related to
pursuing broad competitive scope.

In short, there is strong support from prior theory that effective strategies should be based on effective
deployment of organizational resources.  Furthermore, there is support from prior theory that venture
age should be an important moderating variable that combines with measures of venture resources and
venture strategy to impact new venture performance.

Thus, it is expected that venture resources, venture age, and competitive scope will have a joint impact
on the two alternative measures of new venture performance examined in this study:

H4:  Venture resources, venture age, and competitive scope will have a joint impact on venture
performance.

Methods

Sample

This research utilized a longitudinal research design for a cross-section of independent new ventures in
various manufacturing industries.  Specifically, the sample consisted of high-potential independent new
ventures which had undertaken an initial public offering (IPO) within the first six years of the venture's
founding date.  The choice of high-potential independent new ventures for the sample is important for
several reasons.  First, prior research (e.g., Birch, 1987; Kirchhoff and Phillips, 1988) indicates that
most of the growth in U.S. economy is a result of new venture formations and growth.  In particular,
Timmons (1994) suggests that the formation and growth of high-potential new ventures are
responsible for the majority of this economic growth.  Second, Cooper (1993) noted that research on
independent new ventures offers many unexploited opportunities.  Third, ventures in the manufacturing
sector were chosen as McGahan and Porter (1997: 26) noted,  "... variance in segment-specific [firm]
effects is more important in manufacturing than in any other sector.  On average, manufacturing may
offer richer possibilities for sustainable positioning than other sectors, a possibility supported by the
results of previous studies."

The final sample of high-potential independent new ventures in the manufacturing sector of the
economy consisted of 112 ventures. 

Data Sources

Two primary data sources were utilized to operationalize the measures.  Information necessary for
operationalizing firm characteristics and competitive scope were gathered from the new ventures' IPO
prospectuses submitted to the Securities and Exchange Commission.  Marino, Castaldi and Dollinger
(1989) noted that IPO prospectuses are excellent data sources which contain a wealth of information
that includes, but is not limited to, firm characteristics and strategic pursuits.  Marino et al. further



state, "Due to reporting requirements, SEC scrutiny, and sanctions for falsification, the data sources
here can be largely relied on" (p. 59).  A number of other studies have also utilized IPO prospectuses as
primary data sources (e.g., Kunkel, 1991; Bloodgood, Sapienza and Almeida, 1996).

The COMPUSTAT data base was utilized as the data source for gathering information necessary for
operationalizing the two measures of new venture performance.  COMPUSTAT is the largest available
data base of information on publicly held companies in the U.S., and has been utilized with increasing
frequency in strategic management and entrepreneurship studies.

Measures

This study examined the influence of firm characteristics (i.e., venture resources and venture age) and
competitive scope on two alternative measures of new venture performance.  As noted above, Hofer
and Schendel (1978) suggest (1) financial resources, such as availability of equity, and (2) physical
resources, such as asset levels, are among the most important organizational resources. Thus, venture
resources was operationalized as the sum of (1) the level of assets in the quarter prior to a venture
undertaking an IPO1 ; and (2) the amount of proceeds which went directly to the venture (after fees
and equity to shareholders).  This operationalization combines the availability of equity with the asset
levels of the venture prior to the IPO to represent the asset levels of the venture immediately following
the IPO.

Prior studies examining the impact of venture age on new venture performance have often utilized
years to operationalize this measure.  However, one might expect substantial variation differences in
performance for ventures one month old versus ventures 23 months old, differences which may be
masked when categorizing such ventures as one or two years old.

Thus, venture age was operationalized as the number of months of actual business activities prior to the
venture undertaking an IPO.  This operationalization represents a more fine-grained measure of the
actual age of the venture when compared to previous measures based on years.

Competitive scope was operationalized utilizing a modified version of Hofer's (1989) scope
classification system developed by Kunkel (1991).  Working separately, the author and an assistant
professor of entrepreneurship content analyzed information contained in each venture's IPO prospectus
to classify each venture's competitive scope according to the criteria shown in Table 1.  Inter-rater
reliability was used to check the competitive scope classification.  Chi-square tests revealed a
probability of less than .001 that the initial agreement level could have resulted from random chance. 
All discrepancies were resolved through discussion.

There has been much debate on the subject of appropriate measures of firm performance.  Cooper
(1993) noted that the diversity of performance measures that have been utilized in prior research makes
comparisons across studies difficult.  Cooper stated, "We also need to understand more fully the effects
of different performance measures and whether the factors that enhance performance vary according to
to the measure used" (1993, p. 251).  Murphy et al. (1993) determined that (1) change in sales, and (2)
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Table 1
Modified Hofer Competitive Scope Classification

PRODUCTS/SERVICES OFFERED

MARKETS/CUSTOMERS SERVED Full Line Intermediate Line Narrow Line

All Major Segments Broad Broad Intermediate

A Few Major or
Several Minor Segments

Broad Intermediate Narrow

One to a Few Minor Segments Intermediate Narrow Narrow

return on sales are the two most commonly used measures of new venture performance utilized in prior
entrepreneurship studies.  In addition, there often exists a tradeoff for new ventures between pursuit of
sales growth versus profitability (Donaldson, 1985; McDougall et al., 1994).

Thus, this study examined the influence of firm characteristics and competitive scope on two measures
of new venture performance which prior theory and research suggest are important indicators of a
ventures overall effectiveness and efficiency (1) return on sales; and (2) sales growth.  The use of these
two measures also facilitate comparisons with prior and future studies on the influence of firm
characteristics and competitive scope on new venture performance.

The average of the first three complete fiscal years following a venture's IPO was used for each of
these two measures.  The use of three year averages is common in prior research (e.g., Sandberg,
1986; Kunkel, 1991).  In addition, the use of three year averages smoothes yearly fluctuations, which
are likely to be quite extreme with this sample of new ventures, while also providing measures which
are more long term in nature.

Data Analysis

This study utilized hierarchical regression analysis to test the independent and joint impact of venture
resources, venture age and competitive scope on the two measures of new venture performance.  For
each predictor variable, analyses were conducted to determine the independent and joint impact on the
two alternative measures of new venture performance.

A number of transformations were necessary to improve the fit of the regression models.  First, the
values of the independent variables have substantially different magnitudes.  Neter et al. (1996) note
that such conditions can lead to roundoff errors and noncomparability of regression coeffients.  Thus,
consistent with the recommendations of Neter et al., the independent variables were transformed
through centering and scaling, resulting in values for the transformed independent variables of between
-1 and 1 inclusive. 



The measures of new venture performance examined in this study also required transformations in
order to improve the fit of the models utilized with regard to distributions of error terms and linearity. 
The return on sales variable was transformed utilizing the rank transformation.  Due to the distribution
of the "raw" unadjusted return on sales measure, other transformations were inappropriate.  The sales
growth measure was positively skewed.  Thus, consistent with the recommendations of Fox (1991), a
constant was added to the "raw" unadjusted sales growth measure to eliminate negative values.  The
logarithmic transformation was then performed on the sales growth measure in order to improve the fit
of the models utilized.

Results

The regression results for testing the hypotheses are presented in Table 2.  Models 1, 2, and 3 test for
the independent effects of venture resources, venture age, and competitive scope respectively.  Model
4 tests hypothesis 4 for the joint impact of these three effects.

Variance inflation factors for Model 4 were computed to determine the potential of multicollinearity
among predictor variables.  All variance inflation factors were less than 1.2, indicating that
multicollinearity is not a problem for this study (Neter et al., 1994).

Tests were also conducted for potential interactions among these variables.  Consistent with the
findings of Chandler and Hanks (1994), none of these interactions were statistically significant.  Thus,
these were removed from the model as recommended by Neter et al. (1996).

Regression results for Model 1 indicated that venture resources had a positive impact on return on
sales.  However, venture resources did not have a statistically significant relationship with sales growth.
Thus, hypothesis 1 is partially supported.

Regression results for Model 2 indicated that venture age had a positive relationship with return on
sales.  However, venture resources did not have a statistically significant relationship with sales growth.
Thus, hypothesis 2 is partially supported.  In addition, hypothesis 2a is supported regarding the positive
relationship between venture age and return on sales.  Hypothesis 2b predicted a negative relationship
between venture age and sales growth.  Although the coefficient is negative, the result is not
statistically significant.

Results for Model 3 indicated that pursuit of a broad competitive scope had a positive influence on
both return on sales and sales growth.  Thus, hypothesis 3 is fully supported.

Finally, the results for Model 4 provide strong support of hypothesis 4 for the return on sales measure.
All three of the elements had a statistically significant joint impact on return on sales.  More
importantly, the joint impact of these three variables combined to explain 24% of the variance for the
return on sales measure.  Additionally, the results for Model 4 provide partial support for hypothesis 4
for the sales growth measure, as two of the three elements had a statistically significant joint impact on
sales growth.  The joint impact of these variables combined to explain 17 percent of the variance for
the sales growth measure.



Table 2
Regression Results for Return on Sales and Sales Change

RETURN ON SALES

Variable Model 1 Model 2 Model 3 Model 4

Constant 48.37d 23.94c 30.02d 10.23

Resources 24.34c 14.12a

Age 25.57d 23.71d

Scope 13.30d 10.51c

Adjusted R2   .08c   .13d   .10d    .24d

SALES GROWTH

Variable Model 1 Model 2 Model 3 Model 4

Constant  0.57d  0.73b -0.51b -0.34

Resources -0.09  -0.48a

Age -0.15 -0.14

Scope  0.53d   0.60d

Adjusted R2 - .01 - .01    .15d    .17d

a p < .10
b p < .05
c p < .01
d p < .001

Discussion

Cooper (1993) called for integrating concepts from other fields into research on the determinants of
new venture performance, and examining the impact of utilizing different performance measures on the
results obtained.  A number of prior studies have integrated concepts from strategic management and
industrial organization economics into studies on the determinants of new venture performance.  The
vast majority of these studies have found that both new venture strategy and industry structure impact
new venture performance, although there is some disagreement as to which strategies or industry
structural conditions are most desirable. 

The studies which examined the joint impact of new venture strategy and industry structure in various
combinations found these models to better account for differences in new venture performance than



models examining these elements in isolation.  These finding support the importance of matching a
firm's strategy to the external environment.

Despite the central importance of firm characteristics (strengths and weaknesses) in the field of
strategic management, most of the prior strategy and industry structure studies in the field of
entrepreneurship have not examined the joint impact of firm characteristics with measures of new
venture strategy and/or industry structure on alternative measures of new venture performance.  The
failure to include firm characteristics in models examining determinants of new venture performance
may be partially responsible for the differing results regarding the attractiveness of pursuing particular
strategies, given the divergent types of ventures examined in such studies.

In addition, some of these prior studies have utilized only one measure or related measures of venture
performance, making comparisons across studies difficult.  Although differing measures of profitability
are not interchangeable proxies for one another (Robinson et al., 1994), one would expect a positive
relationship among such measures.  Conversely, entrepreneurship researchers have determined that a
tradeoff often exists for new ventures between pursuing return on sales (or other profitability measures)
and sales growth.  Thus, Biggadike (1976) found that firms pursuing aggressive sales growth
experienced lower same period profitability.  In addition, a number of other researchers have found that
predictors of success vary according to the measure utilized, especially with regard to profitability and
sales growth measures (e.g., Biggadike, 1976; Cragg and King, 1988; McDougall et al., 1994; Shrader
and Simon, 1997).

This study found that models incorporating the joint impact of venture resources, venture age, and
competitive scope were essential for understanding differences in new venture profitability. 
Specifically, this study found that new venture resources, venture age, and competitive scope were
positively related to new venture profitability.  More importantly, the model incorporating the joint
impact of these three elements explained 24% of the variability in new venture profitability, a vast
improvement when compared to models examining these elements in isolation.

This study also  found that the results obtained were somewhat dependent on the measure of new
venture performance utilized.  Competitive scope was the only predictor which consistently had a
positive relationship with both measures of new venture performance.

Donaldson (1985: 125) discussed the tradeoffs for publicly held firms between profitability and sales
growth, "Thus, by initially responding to product market forces and priorities of growth and
diversification, the company becomes more dependent on the external capital market, and must then
reemphasize ROI and shareholder benefit as the price of that dependency."

The limitations of this study are as follows.  First, the sample of new ventures in this study are not
representative of all new ventures due to the availability of equity from their initial public offering. 
However, these ventures do not have access to the resources of a corporate parent, which
differentiates them from prior studies utilizing the PIMS data base.  Second, this study did not control
for environmental/industry structural elements.  However, Porter and McGahan noted that firm effects
are three times as important as industry effects for manufacturing firms.



The primary contribution of this research was to cast light on the importance of examining firm
characteristics in combination with competitive scope, particularly with regard to return on sales. 
Future research should examine combinations firm characteristics with other measures of new venture
strategy and industry structural variables to see if these findings hold for differing joint impacts.  Future
research should also utilize different samples to see if these findings are corroborated or refuted for
differing types of ventures.  Finally, the results of this study provide support for calls for utilizing
multiple divergent measures of new venture performance.  Prior findings support the importance of
both return on sales and sales growth as important measures of new venture efficiency and
effectiveness.  Thus, research which incorporates both of these measures can determine the impact of
predictors on differing performance outcomes while facilitating comparisons with both past and future
research on the determinants of new venture performance.
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