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INRODUCTION

Board roles in recently started firms are a rarely studied topic. A few studies of
board roles in small and medium sized firms have been made (Huse and
Halvorsen, 1995), and the results of these studies can be used as a framework for
this study. One reason for the absence of research in the field is that these firms
are often family firms where the board frequently has only a formal role, though
they are organised as limited companies. Even though there has been little interest
in research on boards of directors in recently started firms, society has shown an
increasing interest in the phenomenon. For example, the Swedish National Board
for Industrial and Technical Development (NUTEK) did not have one single note
on the subject of boards of directors in their information regarding new firms in
1986 while, in 1997, the importance of a functioning board was mentioned various
times in the corresponding brochure. In the guidebook which participants receive
when taking part in the McKinsey business-plan competition Venture Cup, one of
the six chapters discusses the importance of a well-functioning leading group and
board of directors. The motivation is that new companies have a better chance to
survive and reach the market with its products if it has a well-functioning board.

The growing interest in the board as an important instrument for bringing success
to new companies points out a number of interesting areas for research on the
subject of boards of directors in micro companies and recently started firms.

Resources are essential to the creation of new ventures and the growth of small
firms (Greene, Brush and Brown, 1997). The process of acquiring resources is,
however, especially problematic for the recently started firm. In order to secure
access to resources the manager in the new firm has to create credibility vis-à-vis
customers and suppliers in the market as well as vis-à-vis people, companies and
institutions in the relevant business environment (Birley, 1996). Pfeffer and
Salancik (1978) argued that boards of directors could serve as links to the external
organisations upon which firms rely for resources. In particular, outside directors
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can provide skill, access to capital, legitimacy, and other key resources that affect
a firm’s ability to survive and develop.

Swedish industry has, during the 20th century, been dominated by manufacturing
firms. In the last decade there has been a growing interest in knowledge-based
firms, especially in the computer consulting industry (Johannisson and Lindmark,
1996). Different types of industry have different needs with regard to resources.
It is therefore of interest to study whether different industries have different
demands with regard to external board members and what roles are taken by the
external board members in those different industries.

This study has two purposes. The first purpose is to explore if variables in the
context of the firm (structure of ownership, number of employees, turnover,
concentration of customers, managers’ expectations of growth) can explain the
existence of external board members in recently started firms (figure 1). Reynolds
and White (1997) and Huse (1990) discuss these variables as being valid
parameters for studying the development of firms.

Figure 1 Contextual parameters affecting the configuration of the board.

The second purpose is to explore if there are differences in the resource
configuration of firms with external board members compared to firms that do not
have external board members. The study also explores if there are differences
between manufacturing firms and IT-firms.

Given the lack of existing research in the field of board roles in recently started
firms, this paper uses theory and results from research in the field of SME to
explore to what extent external board members can contribute to the resource
configuration of recently started firms. By doing so, we try to open a new field of
research. Another contribution of this article is to highlight the distinction
between manufacturing firms and IT-firms. Few or no studies with this approach
have been made.

By recently started firms we are referring to companies that have been
registered for less than two years. We will use the phrase “recently started
firms” rather than “venture” or “ entrepreneurial firm”. The main reason for this
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is that the phrases found in US articles do not normally include an indication of
the size of the firm or refer to goals of growth. Daily and Dalton (1992), for
example, define their sample of entrepreneurial firms by (1) top-100 on the list of
fast-growing companies, (2) five years of operating history and (3) not more than $
25 million of revenues. This example shows the relevance of using a specific
definition for the study in order to avoid misunderstandings.

This article will: (1) review theories in the fields of board roles and resource
acquisition. The bulk of theory in these fields is based on studies in firms that are
larger than those focused upon in this study. We believe, however, that an
interesting contribution can be to study to what degree these theories can be
applied to recently started firms. In the second part (2) we will present the results
of the empirical study of manufacturing and IT-firms. Thirdly (3) we will
summarise the results and compare them with existing??? theory.

LITERATURE REVIEW

Board roles in general

In Sweden there is no legal requirement for small firms to have external board
members. Often the ownership is concentrated in the manager, which means that
the owner-manager has the ultimate power over decisions in the firm. A study
carried out in the US shows that, in firms with a high level of manager ownership,
we should expect to find a lower incidence of external board members than in
firms where the manager has little ownership (Fiegener et al, 1999). However, the
study also shows that a great number of small firms do have external board
members. The appearance of external board members in small firms will reflect
the service and resource needs of the manager rather than the control role. The
authors point out that this indicates that small firms that have adopted external
board members are operating in contexts in which they are perceived to be more
valuable. Fiegener et al. also discuss the development path for small firms and the
managers’ need for professional management when the firms grow. Other
contextual variables which in earlier studies have been found to affect the
attributes of the board in small firms are firm size, industry type and owner
concentration (Zahra and Pearce, 1989).

The board of directors in a firm may perform many different roles in relation to
the shareholders, the firm and the management. Commonly discussed roles are the
control role (Zahra and Pearce, 1989; Forbes and Milliken, 1999; Johnson et al.,
1996), the service role (Zahra and Pearce, 1989; Forbes and Milliken, 1999;
Johnson et al., 1996), the strategy role (Zahra and Pearce, 1989) and the resource
dependence role (Johnson et al., 1996). Basically, there is however a distinct
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difference between two main groups of roles; the control role and the resource
acquisition roles, where the resource acquisition roles include the service role, the
strategy role and the resource dependence role.

The control role is, according to Forbes and Milliken (1999), the most frequently
described role of the board. Researchers describe the board of directors as the
formal link between the shareholders of a firm and the managers entrusted with the
operational responsibility. In their study, Forbes and Milliken describe the control
role from a legalistic approach as the board of directors’ legal duty to monitor
management on behalf of the firm’s shareholders and to carry out this duty with
sufficient loyalty and care. Johnson et al. (1996) argue that the role of the board
also includes the hiring and firing of the CEO and top management as well as
determining executive pay.

Studies of the control role often refer to agency theory (e.g. Rosenstein, Bruno,
Bygrave and Taylor, 1993; Fried, Burton and Hisrich, 1998; Davis, Schoorman
and Donaldson, 1997). This theory offers a possibility to study situations where
principals and agents are likely to have conflicting goals. Fama and Jensen (1983)
described the role of the board of directors according to agency theory as a
mechanism through which shareholders can monitor and control the opportunism
of top managers. Researchers have further argued that the composition of the
board affects its value as a monitoring and control mechanism. In particular, many
studies have proposed that insider-dominated boards will be loyal to the
management, at the expense of the shareholders (Mueller and Barker, 1997).

In an article from 1997, Davis, Schoorman and Donaldson suggest a sociological
approach to the control role, such as the stewardship theory. The stewardship
theory defines situations in which managers are not entirely motivated by
economic and lower order needs but rather are stewards whose motives are in
conformity with the objectives of their principals (shareholders). According to
stewardship theory, man is also driven by an instinct of belonging and motivated
by intrinsic rewards like being a part of a success team. With this model of man,
the control role, based on the institutional power of the board, may be less
dominant and the influence from the principals rather informal or expressed as
advice.

The resource acquisition roles include a variety of different roles presented and
defined differently in various studies (eg Zahra and Pearce, 1989; Forbes and
Milliken, 1999; Johnson et al., 1996). This category of roles in our study includes
roles that support the management in a joint effort to maximise resources essential
to the company rather than control management’s actions and results. This study
compares the service role (Zahra and Pearce, 1989; Forbes and Milliken, 1999;
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Johnson et al., 1996), the strategy role (Zahra and Pearce, 1989) and the resource
dependence role (Johnson et al., 1996).

The service role refers to the board’s potential to provide advice and counsel to the
CEO and to participate actively in the formulation of strategy (Forbes and
Milliken, 1999; Johnson et al., 1996). The role includes establishing contacts with
the external business environment, giving advice to executives and enhancing
company reputation (Zahra and Pearce, 1989). Huse (1998) studies the board
function from a stakeholder’s perspective and concludes that some research has
assumed that directors may be specialised in networking with external
stakeholders for the purpose of gathering resources or influencing external
stakeholders’ decisions to be taken in a direction that is favourable for the
company.

According to Zahra and Pearce (1989), the strategy role refers to the board’s role
of advising or suggesting alternatives. Zahra and Pearce thereby distinguish
between the roles of increasing knowledge (service role) and advising (strategy
role). In our discussion we include the strategy role in the service role, according
to Johnson et al. (1996).

The resource dependence role is described as having a major impact in two
specific situations (Johnson et al., 1996); recently started firms and firms trying to
emerge from bankruptcy. The resource dependence role focuses very strongly on
the board as one of the instruments that management may use to facilitate access to
resources critical to the firm’s success.

Resources in micro companies and recently started firms

Research in the area of creating new firms stresses the importance of a
competitive resource configuration. In order to develop new products, services or
firms, it is essential to have access to different kinds of resources (e.g. Stevenson
and Gumpert, 1985; Brush et al., 1997; Barney, 1991). The resource-based theory
deals with the problems of gathering the right set of resources to gain strategic
advantages.

Basic assumptions behind the resource-based theory are that each company has a
unique collection of resources. Some of these resources are relatively immovable
between companies, which means that resources can be valued only in relation to
products or markets. Resources with a positive value will build strategies, which
increase the capacity of the company and thereby create sustainable competitive
advantages (Wernerfeldt, 1984). In the view of the resource-based theory, the
unique set of resources will decide the size and the width of the company.
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Resource theory starts out with the problems of the large company, where the task
of the business leader is to restructure the resources in order to create competitive
advantages in the market. For the recently started firm, the problems are quite
different. In the build-up phase, the scarcity of resources is a big problem and
therefore the business manager has to focus on acquisition rather than
restructuring. In small firms, the access to resources has to be related to the
business managers’ thoughts about the possibilities to acquire resources (Chandler
and Hanks, 1994 from Brown, 1995).

In this study we have used a typology containing five categories of resources in
small, recently started firms, which are displayed in Table 1. The resource types
were defined by Greene, Brush and Brown (1997, p 28) in a sample of small firms.
These resource categories are human, social, organisational, physical and financial.

___________________________________________________________________

Resource Definition Authors
__________________________________________________________________

Human achieved attributes Becker, 1964
education and experience Cooper, 1981
reputation Dollinger, 1995

Social relationships and network Bourdieu, 1983
family Lieberstein, 1968
race and ethnicity Glade, 1967
political connections Glade, 1967

Organisation organisational relationship Tomer, 1987
structures, routines Hofer and Schendel, 1978 culture,
knowledge Dollinger, 1995

Physical tangible assets necessary
for business operations Hofer and Schendel, 1978
facilities and equipment Hofer and Schendel, 1978
technology Dollinger, 1995

Financial funds used to start and Bygrave, 1992
    grow the business
__________________________________________________________________

Table 1 Resource categories for New Ventures (Greene, Brush and Brown,
1997, p 28).

Greene, Brush and Brown found that business owners in small, relatively young
firms, the average being less than 5 years old, rated physical, organisational and
social resources relatively more favourably and human and financial resources less
favourably. There were few differences based on individual or firm characteristics.
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Borch, Huse and Senneseth (1999) found that the board of directors was an
important resource for small firms as well as for micro firms and start-ups and that
the board contributed assistance in exploring and exploiting market opportunities
as well as in venturing activities. The board of directors also played an important
role in facilitating product strategies.

Boards of directors and resource configuration: A model for the study

It is not obvious that recently started firms will engage external board members. It
seems that the market situation of the firm, expectation of growth, the type of
business and the phase of the firm’s life cycle affect to what extent there are
external board members on the board (Huse, 1995; Fienger et al., 1999; Huse and
Johannisson, 1998).

Which roles the external board members will take on the board in recently started
firms will be more influenced by resource acquisition than control (Huse, 1995).
According to the resource-based???? theory (Greene, Brush and Brown, 1997),
resources in small firms can be categorised as human, social, organisation,
physical, and financial resources. [Borde inte referensen komma sist??]

Figure 2 Research model extended with industry parameters

Boards may contribute to resource acquisition in two ways; in adding their own
competence and as networkers connecting the firm with external resources. Figure
2 presents the framework for this study.

Research question

Our interest in this paper is to explore the relationship between the organisational
context of the firm and the presence of external board members in recently started
firms, in a sample of manufacturing firms and IT firms. We also wanted to identify
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the roles of external board members in the resource acquisition process. We
expected the external board members to be important, as they serve as links to
external organisations on which firms rely for resources. In particular, we expected
outside directors to provide skill, access to capital, legitimacy, and other key
resources that affect a firm’s ability to survive and develop. Three research
questions guided this study:

1. Is the presence of external board members dependent on the organisational
context of the firm? Are there differences between the two groups of firms, one
representing the manufacturing industry and the other representing the IT
consulting industry?

2. What are the roles of the external board members? Are there differences
between the two groups of firms?

3. Are there differences in the resource configuration in the firms depending on
the external board members? Are there differences between the two groups of
firms?

METHOD

The empirical study is part of a survey of micro companies carried out during
1998, which was started in 1997 in the manufacturing and IT area. The
manufacturing firms represent the processing industry with varied demand for
resources, while the IT firms represent the professional service sector with large
demands for human resources. From the sample in the manufacturing area of 231
firms in different industries, there were 86 usable responses corresponding to a
response rate of 37 %. From the sample in the IT area of 272 firms mainly in the
consulting industry, there were 70 usable responses corresponding to a response
rate of 26 %. The firms are single business units. A criterion for inclusion in the
study was that the owner/business manager was involved in the daily management
of the firm. A dropout analysis has been made of the parameters geographical
location and industry. The dropout analysis shows small differences between
different groups. Despite these minor differences, we consider the empirical result
to be adequate as a base for statistical analysis and interesting discussions.

The dependant variable ”presence of external board members” was measured
according to the respondent’s answer to the question if there are external board
members in the firm. External board members were defined as persons outside the
family or owner group. The independent variables were measured as shown in
table 2. These independent variables are commonly used in studies of new firms
(e.g. Reynolds, 199x).
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Variables Measures
Characteristics related to the
owner/manager

Age
Education, Experience

Characteristics related to the firm:
Structure of ownership
Geographical location
Firm size
Market situation
Expected growth
(Owner-manager’s expectations)

Percentage owned within the family
Number of inhabitants
Number of employees, turnover
Concentration of customers
Number of employees and /or turnover
1997 growth in one year >25%

Table 2  Independent variables

The importance of resources was measured using a five-point Likert scale,
ranging from 1=not at all important to 5=very important). Respondents were also
asked if the resources stated existed in the firm. The resources were identified
from previous studies (Greene, Brush and Brown, 1997) and grouped into five
categories. Human resources includes Experience Types and Education. Social
resources represents Personal Networks, and Physical Resources represents
Equipment and Buildings/Premises. Organisational resources consists of
Organisational Procedures and Financial Resources measures Access to Dept????,
Access to Equity and Domestic Profits.

Variables Measures
Human resources
Social resources
Physical resources
Organisational resources
Financial resources

Type of experience, education
Personal networks
Equipment, buildings, premises
Organisational procedures
Access to dept????, access to equity,
domestic profits

Table 3  Resources

The result from the empirical study has been analysed with descriptive methods to
get a picture of the roles of external board members and the resource configuration
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in the firms. To test the connections between contextual variables and the
existence of external board members, we have used cross-tables and Pearson chi-
square. Variables with significant values within a confidence interval of 95% were
seen as relevant for the analyses.

The result of the study clearly shows the differences between manufacturing firms
and IT-firms in the way they use external board members. There is also a clear
difference between manufacturing firms and IT-firms regarding priority of
resources. These results offer a solid base for an interesting discussion concerning
board roles. Regarding the limitations of the study we want to point out two things.
First, the small sample size makes generalisation of the findings to the two
business groups difficult. Second, the measures of resources represent the
respondent’s perspective at a particular point in time. A study over time would add
a desirable dimension to the project.

MAJOR FINDINGS

The majority of the owners/managers in the study are men, 88% in the
manufacturing firms and 96% in the IT-firms. The owners/managers in the IT-
firms are younger than in the manufacturing group; 60% are younger than 40 years
compared to 36% in the manufacturing firms. The IT-firms are located in cities
with more than 100 000 inhabitants; 65% of the firms have this location compared
to 36% for the firms in the manufacturing group. In the total group of companies,
29% of the owners/managers reported that there were external board members in
the firm. Looking at the two business groups separately, there were external board
members in 28 % of the manufacturing firms and in 30 % of the IT-firms.  The
following sections present results of our analysis.

Presence of external board members in recently started firms

We found significant values for all firms related to structure of ownership. This
means that the existence of external board members is more frequent when the
family owns less than 50% of the firm. No significant difference could be
identified between the two groups manufacturing firms and IT-firms. This result
corresponds to earlier studies that show that the presence of external board
members is more frequent in firms where the manager’s ownership is low. We also
found significant relations between the presence of external board members
and firm size, market conditions and managers’ expectations of growth. This
means that the firm size is essential for the need of external board members.
Concerning the market conditions, the study shows that companies dealing with a
larger number of customers have an increased need for external board members.
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The study also shows that if a manager’s expectation of growth is large, it
increases the need for external board members. For these variables we found
significant values only for the IT-firms. Possible explanations for this are the
differences in work between the manufacturing firms and the IT firms and the
differences in market situation. The need for external board members in the
manufacturing firms is more related to internal questions connected to the factors
of production and productivity, while the IT firms are operating in fast changing
markets and are bound to external factors to a higher degree than manufacturing
firms.

Signific. Signific. Signific.Variables Relation All firms Manufact. IT

Structure of
ownership

Presence of external board more
frequent when family owns less than
50%

p=0.022 p>0.05 p>0.05

Firm size as
number of
employees in 1997

Presence of external board more
frequent in firms with more than 3
employees

p>0.05 p>0.05 p=0.000

Firm size as
turnover  in 1997

Presence of external board more
frequent in firms with more than 2
MSEK turnover

p=0.009 p>0.05 p=0.009

Market conditions
as concentration of
customers

Presence of external board more
frequent in firms with customer
concentration less than 50%

p>0.05 p>0.05 p=0.003

Managers’
expectations of
growth

Presence of external board more
frequent in firms with expected
growth >25%

p=0.000 p>0.05 p=0.000

Table 4 An overview of variables related to presence of external board
members.

The results indicate that external conditions affect the owners’/managers’ need for
external competencies. It also indicates that the owners’/managers’ expectation of
growth forces the need for external board members. However, it is also possible
that the owners/managers who believe that the company will grow are more
inclined to search for external contacts.
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Different roles for the external board members

The second purpose of the study was to examine the board roles in the companies.
In this context we defined board roles as corresponding to different tasks needed in
the firms. Table 4 provides an overview of the different roles in the two groups of
companies. The figures discussed below are in bold in the figure. Taking part in
the budget/strategy process seems to be important in both groups as well as giving
advice in the area of accounting and taxation. In the IT firms, the role of external
board members as a general partner to discuss specific questions is of great
importance. This is also valid for the roles to maintain and hold external contacts
and to give advice in the area of legal questions and about business development
and marketing. The external board members seem to have a much broader role in
the IT firms than in the manufacturing firms.

A possible explanation is that the production process is dominant in the
manufacturing firms and that it is of central importance to increase the capacity of
the production. On the other hand, the IT consulting firms face problems related to
external factors, where the knowledge of the firm is directly related to customers
and markets.

The findings indicate that industry type influences the function of the board. In the
manufacturing firm there is a tradition to focus on budget and productivity while
in the IT firms human resources is the main competitive factor.

Manufacturing firms IT firmsBoard roles

Percentage of total

answers

Percentage of total

answers

Take part in budget/strategy process 46 43

Maintain external contacts 13 53

Strengthen  firm image 21 19

Advice

     legal issues 25 53

     Accounting/taxes 33 33

     business development

     /marketing
33 52

    technical support 21 15

Conversation partner 38 67
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Table 5 Board roles

The importance of external board members for resource acquisition

Our next step was to examine whether the owners’/managers’ idea of the
importance of different resources in the company differs between firms with
external board members and firms without external board members and whether
there are differences between manufacturing firms and IT-firms. Appendix A
provides the descriptive statistics for each group and includes means and standard
deviation.

For both groups of industry, the study shows differences between firms with
external board members compared to firms without external board members
concerning human resources, social resources and domestic profits. For these
classes of resources, there are no differences between the manufacturing firms and
the IT-firms. One possible explanation for this pattern is that owners/managers in
firms with external board members are more exposed to external conditions, which
increases the need for counselling??? in networks, for human competence and for
internal profits.

The manufacturing firms with external board members indicate a higher
importance for resources of IT/technology, product development capabilities and
systems for cost control than manufacturing firms without external board
members. These differences could not be identified in the IT-firms. These results
may indicate that the manufacturing firms are focused on internal production
problems. When the firms lack internal competence that is needed, the board is
used as a tool to add such competence to the firms.

For the IT firms with external board members, there are higher values for
operation effectiveness and access to equity than in IT-firms without external
board members. This pattern could not be identified among the manufacturing
firms. An earlier study by Lee, Rosenstein and Wyatt (1999) shows a similar
result. The result of this study suggests that smaller technology-based firms benefit
substantially from appointing bankers to the board. This may indicate that IT-firms
with external board members are more growth oriented.

We were also interested in learning whether there were differences in the set of
resources in firms with external board members compared to firms without
external board members and whether there were differences between the two
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business groups. Appendix B provides an overview of the existence of resources in
each group. In both industry groups we found that firms with external board
members have resources in international business education and counselling??
connected to the firm to a higher degree than firms without external board
members.

Looking at the two types of industry separately, we can see that manufacturing
firms with external board members have a higher degree of human resources, such
as IT/technology and years of education, than firms without external board
members. In firms with external board members there is also a higher degree of
social resources, such as professional and informal counselling??, and financial
resources, such as access to dept???? and domestic profits. Even if there is a
significant value only for professional counselling, the differences show an
interesting pattern connected to the influences by external board members. In table
6, figures showing differences for the separate business groups are in bold.

For the IT-group we can see a different pattern of resources in the firms. Firms
with external board members show a higher use of organisational resources, ((all
of them but formal firms,?????,)) as well as a higher level of physical resources,
both equipment and premises, and of financial resources, such as access to
dept??? and domestic profits. There is a significant value only for customer
service capabilities, but we find the pattern an interesting subject for discussion.
In IT firms with external board members, it seems that all the organisational
resources that are normally built later in the firm’s life cycle are of greater
importance. It is obvious that firms with external board members have certain
resources to a higher degree and that there are differences between the two
business groups, representing two types of industry.

DISCUSSION

Our study relies on earlier research on the presence of external board members in
small firms and on the function of the board in general and in small and recently
started firms in particular. The results of this study show that presence of
external board members is related to the situation of the firms. The concentration
of ownership affects the presence of external board members for all firms. Firms
that are less than 50% owned by the management more frequently have external
board members. This result is consistent with earlier research (e.g. Huse, 1990;
Rosenstein et al., 1993; Fiegener et al., 1999). The study also shows that, for the
IT-firms, the presence of external board members is connected to variables in the
environment, and to the owners’/managers’ appraisal of the growth of the firm.
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The findings from this study show that, in manufacturing firms, the most
prominent role of external board members is taking part in the budget process and
in the strategy process. The functions of the external board members in the
manufacturing firms seem above all to be a resource to the firm, as they provide
knowledge and skill to the company’s internal work. In contrast, the external
board members in the IT-firms are involved mostly as conversation partners, in
external contacts and in counselling?? in different matters. It seems that the
external board members in the IT-firms have a clear role as a link to external
contacts and that they, in that function, are considered as means to resource
acquisition. Ottosson and Wang (1997) found, in a study, that there is a relation
between commercial life cycle and resources invested in R&D. In their study, IT-
products are found in the area where more resources are invested and the
commercial life cycle is the shortest. The need for larger financial resources and a
greater dependence on external market factors could possibly explain the
extended need for external board members to provide operational efficiency and
access to equity. However, manufacturing firms in the Ottosson and Wang study
were found to have the opposite values; lower investment in R&D and longer life
cycle.

Our study shows that there are differences between manufacturing firms and
IT-firms regarding the existence of external board members, board roles and
resources needed. Our literature review indicates that there are few or no existing
studies on these differences, at least not in the field of recently started firms. What
effect does the industry have on the roles of the board? What effect does the
industry have on the importance of early involvement of an active board?

The study shows that firms with external board members have a higher degree of
certain resources than do firms without external board members. Which of the
resources exist to a higher degree varies between the two industry groups. The
differences could easily be explained by suggesting that external board members
contribute the resources that exist to a higher extent. Another possible explanation
could be that owners/managers in firms with external board members are more
focused on external factors. Therefore, they have greater competence to connect
external resources to the firm. Those owners/managers with external orientation
may connect external board members as well as other resources to the firm to a
higher degree than owners/managers with less external orientation.

The results of the study strengthen the picture that external board members in
manufacturing firms are resources through providing counselling?? but the
picture can also be extended to the external board members’ possibility to
influence the owners/managers to acquire resources in the area of human resources
and social resources. For the IT-firms, the roles for the external board members are
more apparent as prompters with regard to the resource acquisition process as
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well as for getting the IT-firms to place greater emphasis on the organisational
and financial resources. For both groups we can se that the external board
members have two types of input to the firms; they add resources in person and
they connect the firm with external resources.

This article started with the purpose of exploring whether external board members
exist in recently started firms as well as which board roles are essential to recently
started firms. Different roles have been highlighted in the theory part. Taken
together with the findings outlined in the empirical part, an early framework of
the board roles in recently started firms can be perceived.
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APPENDIX A

The table shows a summary of the answers given by the owners/managers to the
question; How important is the resource to your firm?

• Figures marked with bold denote parameters with a significant difference
between firms with and without external board member/s in either the
manufacturing firms group or the IT-firms group.

• Figures marked with italics and underlining denote parameters with a
significant difference between firms with and without external board member/s
in both industry groups.

There are external board

member/s

There are no external board

member/s

Manufac-

turing

IT Manufac-

Turing

IT

How important is the

resource?

1=not improtant, 5=very

important

mean Std mean Std Mean Std Mean Std

HUMAN RESOURCES

Years in position 4.91 0.29 4.55 0.51 4.88 0.46 4.73 0.68

Expertise: IT/tech 4.05 1.21 4.90 0.31 3.76 1.16 4.88 0.60

Marketing experience 4.59 0.91 4.45 0.69 4.19 1.12 4.15 1.13

Years of education 3.41 1.22 3.90 1.12 3.24 1.19 4.15 0.88

Intn’l bus experience 2.95 1.50 3.25 1.59 2.65 1.42 2.58 1.31

Intn’l bus education 2.67 1.46 2.45 1.15 2.05 1.17 2.23 1.21

SOCIAL RESOURCES

Professional counselling?? 4.39 0.78 4.19 0.75 4.11 0.98 3.96 1.89

Informal regular

counselling??

4.05 1.05 3.85 0.99 3.72 1.11 3.63 1.18

Counselling??? connected

to firm

4.23 0.83 3.85 0.99 3.72 1.11 3.26 1.09

ORGANISATIONAL

RESOURCES

Product development

capabilities

4.48 1.16 4.29 12.7 4.19 1.06 3.84 1.52

Cost control system 4.16 0.76 3.63 1.12 3.75 1.43 2.76 1.25

Customer svc capabilities 3.52 1.50 3.21 1.23 3.95 1.21 2.76 1.37

Quality systems 3.77 1.45 3.00 1.17 3.60 1.43 2.82 1.17

Formal firms 3.41 1.40 2.70 1.45 3.47 1.34 3.00 1.45

Operating efficiencies 2.64 1.43 2.68 1.25 2.89 1.47 2.18 1.27

PHYSICAL

RESOURCES

Equipment 4.48 0.85 4.33 0.86 4.69 0.65 4.31 0.95

Buildings/premises 4.04 1.26 3.57 1.25 4.12 1.13 3.20 1.19
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FINANCIAL

RESOURCES

Domestic profits 4.62 0.74 3.81 1.44 4.44 0.93 3.58 1.20

Access to debt???? 4.48 0.95 3.65 1.42 4.58 0.86 3.24 1.27

Access to equity 4.09 0.74 3.52 1.36 4.24 1.00 3.07 1.27
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APPENDIX B

The table shows a summary of the answers given by the owners/managers to the
question; do the resources exist in the firm?

• Figures marked with bold denote parameters with a significant difference between
firms with and without external board member/s in either the manufacturing firms
group or the IT-firms group.

• Figures marked with italics and underlining denote parameters with a significant
difference between firms with and without external board member/s in both
industry groups.

There are external board
member/s

There are no external
board member/s

All firms

Manufac-
turing

IT Manufac-
turing

IT

Does the resource
exist  in the firm?

Yes
%

N:o of
answer

Yes
%

N:o of
answe
r

Yes
%

N:o of
answer

Yes
%

N:o of
answer

Yes
%

N:o
of
answ
er

HUMAN
RESOURCES
Years in position 98.6 143 100.

0
23 100

.0
19 98.

2
56 97.

8
45

Experience: IT/tech 80.7 145 73.9 23 100
.0

19 64.
9

57 95.
7

46

Marketing experience 77.6 143 81.8 22 78.
9

19 82.
5

57 68.
9

45

Years of education 69.2 143 65.2 23 89.
5

19 50.
0

56 86.
7

45

Int’l bus experience 46.8 141 47.8 23 57.
9

19 44.
6

56 44.
2

43

Int’l bus education 14.4 139 22.7 22 15.
8

19 16.
1

56 7.1 42

SOCIAL
RESOURCES
Professional
counselling??

67.6 145 95.8 23 47.
4

19 77.
2

57 48.
9

45

Informal regular
counselling???

63.6 140 87.0 23 44.
4

18 70.
9

55 50.
0

44

Counselling connected
to firm

60.2 103 84.6 13 55.
6

18 77.
4

31 41.
5

41

ORGANISATIONAL
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RESOURCES
Product development
capabilities

69.0 145 75.0 24 75.
0

20 71.
9

57 59.
1

44

Cost control system 50.0 134 52.4 21 47.
4

19 65.
4

52 31.
0

42

Customer svc
capabilities

44.0 141 54.2 24 50.
0

18 55.
4

56 20.
9

43

Formal firms 41.4 140 43.5 23 31.
6

19 49.
1

55 34.
9

43

Quality systems 20.9 139 21.7 23 15.
8

19 34.
0

53 6.8 44

Operating efficiencies 14.9 141 13.0 23 17.
6

17 21.
1

57 6.8 44

PHYSICAL
RESOURCES
Equipment 95.1 144 100.

0
24 94.

7
19 98.

2
56 88.

9
45

Buildings/premises 77.2 145 87.5 24 75.
0

20 82.
5

57 65.
9

44

FINANCIAL
RESOURCES
Access to dept??? 78.5 144 80.3 24 66.

7
18 94.

7
57 60.

0
45

Domestic profits 77.9 136 77.3 22 83.
3

18 77.
8

54 76.
2

42

Access to equity 72.0 143 83.3 24 61.
1

18 78.
6

56 62.
2

45


