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Abstract

Purpose — The purpose of this paper is to review the empirical literature on the relationship between the
characteristics of the top management teams (TMTs) and the performance of entrepreneurial firms.

Design/methodology/approach — A literature review was carried out on 33 empirical studies related to
TMTs and performance through analyzing and summarizing the quantitative studies conducted in this area.

Findings — The results of the literature review show that the relationship between TMTSs (demographics
and heterogeneity) and the performance of entrepreneurial firms is not straightforward and further
investigation is still needed in this area.

Practical implications — The author maps the theoretical and empirical research of TMT demographics
and heterogeneity in relation to firms’ performance and possible moderators and mediators, which govern the
relationship between TMT composition and firms’ performance.

Originality/value — The author presents a detailed future research agenda for the purpose of advancing
the theoretical and empirical knowledge on TMT-performance links. The review provides a comprehensive
picture of TMT-firms’ performance literature and what should be done to enrich the literature.

Keywords Performance, Diversity, Top management, Team management, TMT, Entrepreneurship,
Team, Heterogeneity

Paper type Literature review

1. Introduction
Over the past few decades, there has been a strong interest in the teams establishing and
running new firms (Cerqueti et al, 2020; Homberg and Bui, 2013; Pahos and Galanaki, 2019).
Indeed, the studies on the top management team (TMT) dynamics and organizational
outcomes are dramatically increasing (Nielsen, 2010; Zhou and Rosini, 2015). These studies
are linked to the literature that highlights how the characteristics of managers affect and
predict firms’ performance (Hambrick and Mason, 1984).

The research on TMT has examined the influence of several team characteristics on firms’
performance such as aggregated TMT characteristics (Kor, 2003) and size (Bruton and
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Rubanik, 2002; Chaganti et al., 2008), as well as the heterogeneity of the people in the team
(Tanikawa and Jung, 2016; Nielsen and Nielsen, 2013). However, TMT studies show
inconclusive and controversial findings of many team characteristics (Box and Larsson
Segerlind, 2018; Kakarika, 2013; Nielsen, 2010; Zhou and Rosini, 2015). For example, the
effect of TMT demographics on performance has been found positive (Carpenter, 2002),
negative (Stuart and Abetti, 1990; Michel and Hambrick, 1992) or insignificant (Stuart
and Abetti, 1990). In addition, the existing literature suggests that the relationship
between TMT demographics and the firm’s performance is bounded or mediated by
other factors.

Possible reasons for the lack of strong empirical evidence on the linkage between TMT
characteristics and performance are represented by the diverse theoretical frameworks used
and the diversity of the different methodological approaches, sampling and measurement
errors (Nielsen, 2010; Song et al., 2008). In this context, this paper aims at conducting a
literature review on TMT and the performance of entrepreneurial firms and attempts to
identify some avenues for a future research agenda. In particular, the author surveyed the
management and strategy literature:

 on the relationship between TMT characteristics and firm performance;
¢ on TMT heterogeneity and firm performance; and
* on the moderating and mediating effects on the TMT-firm performance linkage.

This paper is organized as follows: First, it presents the research methodology used in
the analysis. Second, it explores the main theories used in the TMT-firm performance
relation. Third, it measures of performance are discussed. Fourth, it analyzes the
empirical studies grouped into three clusters, namely, the aggregated characteristics
of TMT, the heterogeneity of TMT and the moderating and mediating effects. Finally,
it discusses the results of the analysis and it proposes potential avenues of future
research.

2. The research method

For the aim of reviewing the current state of TMT-performance research in entrepreneurial
ventures, the author carried out a keyword search on the Ebscohost and Scopus databases,
as well as the Social Science Citation Index, limited to articles published in the period of
1990-2018 as of April. 2019 in business, organizational behavior and management journals,
conferences proceedings and book chapters.

Several terms are found in the literature to introduce firms TMT as follows: new venture
team (Busenitz et al, 2005), new venture TMT (Ensley et al, 2002), the founding team
(Chaganti et al., 2008), the entrepreneurial team (Vissa and Chacar, 2009), start-up team
(Franke et al., 2008) and early TMT (Beckman et al, 2007). Based on these premises, the
following keywords were used in the search: new venture teams and/or founding team and/
or entrepreneurial team and/or entrepreneurial TMT, start-ups, spin-offs, performance,
growth, survival, diversity, heterogeneity, demographics and composition.

The articles only addressed the relationship between TMT demographics and
heterogeneity and firms-level performance. After a comprehensive screening, the search
process uncovered 33 studies used for the literature review analysis. Table 1 below provides
an overview of the sample studies, reporting: the independent variables related to TMT, the
dependent variables related to performance, control variables (if any) and moderating and/
or mediating (if any) and the relative findings.



LT R Te) S~ RIYET B
553 3 PR
=
S5 © £ESE358
852 =SEERT
e SEEE
— o = 7 & g
kS|
2
[22]
(panuryuo2)
[eAIAINS
PUE [1MOIS )0 PAousnjur ‘SSauIsnq
[ended [eniul U MOY-MOUy] B Sutumo JJALL Jo syuared
Pue S[[I3[S A1SNpuU] ‘[RAIAINS PUR 2NJUIA 9} SUIPUNOJ
J0U INQ YIMOI3 Padusnur 910J3q JjoIduot Je Suriom
ssaursn( e Surmo sjuared SIaquIDW [ JALL, -SIOSIADR
)M SIOQUISIA 3MO0IT [BUIIXa Jo asn AL ‘Tended
PR129JIE INQ [BAIAINS [enrur 2z1s AL sdnois
QOUSN[JUI JOU PIP I9PUSS Ayuourur [ JALL ousLRdxa
IIYM (IMOIS PUR [BAIAINS JusWRSRURW T JAL], -1OpUas
[eurs.rew jo 10301paxd 1M0I3 10 LIAL uoneanps AL w661)
JUBDIIUSIS B ST UOLeINpPH V/N SOOUIDJJIP A1Snpuy [BAIAINS [RULSIRIA DouaLpdxa Ansnpur AL 10 32 19d00))
QW) J9A0
981e[ 919M S)I91J0 LIANL
Surpunoy pue 93e)s J9y IR\
“JUBDYIUSIS JOU oM JO3[IBW JIMOI3 X SWed)
UOIJBAOUUI [BIIUYD9) puB  juswgeurw do) X 9ge uLiy (damyewr
UOIJRIIUIDUO0I 9AN WO PuUE SWes) JusuRS UL JO JUIS IS UYIMOIS) 95.)S
10¢ "YIMOIS S UL 3} do) X 98e WLITJ 29ZIS Wed) X JONJBUW PUB UOHBIUSIUOD
UI JUBOIIUSIS 910M 938)S  93E WL 90uaLIdxa Jurof X QARIRdWOD ‘UoIBAOUUL (0661)
JoyJew pue JJAL], SUIPUNO] 95k WL DSBS 19YIeW X 958 [eo1uyDa) (AIPUIS0I9I9Y  USAOYUOOYIS
JOJ $)09JJ9 UOIJORID) UL ULILJ :958)S 193 IRW-}MO0IS [ended eniur pue orjel [[iq ouaLIRdXs Ansnpur pue
PUE S}09JJ9 UTBW 3y, X Wed) JusweSeuew-do], 03 J0O( DZIS WL 9Fe UL ] IMOIS So[eS  azIS AL DousLadxa jutof JPIBYUASTH
oueuLiofRd 0] pajeal
A[9ATIRSOU SBM UOL)RONPI 90URLIDAX™ [BLIMAUAIADUD
J9USIH “JUBdYIUSIS JoU LIALL puease
9I9M DULLIRAXD [ JALL PuB Anqeygord OURLIAAXA JusURSRURI
90ULLIDAXS [BIIUYIA) ‘DFR Sk pue A1anonpoid 90ULLIdAXA [BIIUYD)
ons SI0)0B] I9Y)() SI0JORJ oueuLIofpd 0ULLIdXD SurjasIeW
JUBDYIUSIS JSOW 9} 9I9M Ul IMOIS dSRIOAR  DOUALIDAXS [RLMBUAIdO.UD
OUBLIDAXH JUSUIRSBUR {UIMOIT SINUIAL {uoneonpa ROUWRLRAX  (066T) IRQY
pue [eLmauRIdan Uy V/N V/N JO a8eIAY Surpunoy :A3a1eng pue jeng
sgurpury| S1091J9 s[onuo) Ad AL (Teak)
SurjeIpat/Sur)RIDPOA sioyny




(panuryuo9)

9Ieys J93IeW aIeys
[euLy uo 309JJ9 aAnsod wed) A 10A09¥B) JO3IRW JO SULID)  AJI9UDS0199Y SAIIUS0D pUR
JUBDYIUSIS B PIMOUS SULIL POSBIUBADESIP ut souewLIoLRd £)19U930.1919Y [BUONOUN] 0002)
£)19U9301939Y 25e AJu() V/N  PUB PISBIUBADR 9ZIS Wed T, [euoneziuesi() JeuoneudSe TN 7772 Inpry
SONUIAI
0] paje[a1 A[9A1}BIIU
a1 AJISISAIP uonezierads
UOI)BINPI PUuR PUNoISYIL( punoisyoeq
[BUOT}OUNJ PUB [1MOIS [euonouny pue Iofew
0} payul] A[9A1}BSIU IM0I3 UOI)BINDPS [[9AJ] UOIJBINDS (R661)
ST £319U0801919H V/N 9ZISWERY],  SI[BS PUB SINUIAIY :L1Puag01039Y [INLL v 2 £9[suy
doueuLIOfRd
PEq B pey JusoSueLIR
(A3 onsmd 0} Sulkn
90URLIAAX™ [BITUYDI) OU IARY
OUM SI9FBUB [BIIUYI)
()M S2INJUS A “PUnoy SJUSWPSUR.LIE
SeM ULLIRAXS FureyIeul uoronpoad [euId)Xs pue
JO 1999 uonRIpOU dALISOd JUSWPSURLIE (J29Y [BUIDIXD
Y "90usLIRdXo SurjesIewr ‘SjusWRSURLIE SUIYIRW
a10w saamboe AL Usym [BUIIXF DOUdLIddXd
193U0MS SI JUSWDSURLIR (S1usuRSuRLIE (J29Y RIESNS uononpoid AL
SureyIew pue Y)moIs safes  pue uononpoid ‘Surnosrewr) dqIsue) pue s[qrsue)ur 20URLIRdXD [BOTUYI3) TJALL (S661)
U99M19(| UOTJRIDOSSE A, JO $109J9 SUNRIOPOJ  [B10) ‘uoneI0dIodul JO 189§ IMOIS S9[RG  ouRLIRdXe SuneyIew JJALL 10 12 99N
J[qrasparmouy]
PUB PaouaLIadxa aI0ut
ST LIALL U9UM 9AL}O9]J0 910
S1 uoNeI1dood [BOIUYII ],
YIMOIS SI[es a5eIoAL SjuRWwRSUR.LIE
(1M P3JBIDOSSE A[JUBIYIUSIS aA11RI2d00d (T2 pue ¥661)
1M u011RId00D [BIIUYIR) SIUAWISURLIE 9ATIRIA00D S)9SSE [B)0) 0UBLIDAXA [BITUYID) [IALL Surmo(
29y pue 0uaLRdXs [N (29 JO S1997J9 SURISPOIA pue uonetodioour Jo 1esx 1MO0I3 S9[eg DOURLIRAX? Jo3[ IR JJALL PUB 3390
sgurpur,| SIkEIE] S[ou0)) AQ Al (1ea£)
SuryeIpat/Sur)RIDPOA sioymy
—
< © L
SF S 2
=\ © =




d

avenues
607

Literature
review an

Table 1.

(panuguo9)

PASB(-I9PUNOJ JO UOMIRINUIL
A} UM AJUO SINJUIA 9}

JO 1MOIS A} PUR 9dUILIdAXS
J1J109ds-AnSnpur UsamIa(
punoj SI UONRIOSSE 9ANISod
V "JIM0I8 [eLmausidonus
U0 s0usnguI aARIsod

RSBy [JALL U3 Ul 0uaLdxa
JUID3dS-ULIL PISB(-I9PUNO |
S[AJ] BYSIY JB AJSIOAIP 93e
LIALL 10 9AT}ESAU SAW03(|
109139 9Y ], "YIMOI3 SI[BS U0
Joedun 2A1ISOd © SeY SJU)X
WINIPIW-MO[ I A}19U950.1939Y
a3e JJALL ‘Sumes

xa[dwod e ur Sunjerado

SUWLIY 10,] “TESUI[IAIND

ST YOy PUB ANSIDAID 958
LIALL U99MmIaq UONBIOSSE

AU T, YIMOIS SI[ES U0

Suons ApAnisod ST )1 A[ym
9ATJE33U A[[RULSIRUW SI S}OSSE
UO WINJAI U0 APUS010)9Y
age AL Jo 1o ay,

LIALL PoMus)-310ys

U 193U0XS AT. SUOLRIOSSE
989 [, 'UONBZI[BUO)BUIDJUL JO
[2A9] 93 O AJa1 douruLIofRd
pue (9mus) pue punoisyorq
[BUOLOUN] ‘UOTIEINPS)
£)19Ua301919Y [ JALL, U99mIaq
SUONRIOOSSE 9AISod A ],

oULIRdX Og1dads

-WE?) PaJRyS PUR WB3) A}
UI 90URLIDAXS JustSeURWL
oyads-Ansnput

JO S1997J9 SUIRISPOJA]

UOLJBZI[RI}UIIP
pue Axdrdwod
[BJUSWIUOIIAUD {UOT)BAOUUL
JO S1091J9 SULJBIDPOIN

9INUL) 9FRIDAR AL
PUE UOTJBZI[BUOT) BUIS)UT
JO S199JJ9 SUIRISPOJA]

OdI e s1eak

JO I9qUINU PUR JZIS ULIY D5.
WL AJ9US019)9Y 91NUI)
LIALL ‘9z1s ures) 3. wea ],

98BIOAQ] ULILJ [BNPIAIPUL
pue adA) A1Snpur DZ1s WLIL,]

INUD) dFBIOAL

JIALL pue Ayeuoneu JINL
0USLIDAXA [RUOTIRUIAIUL
JINL #9718 TINL
{UOTJROYISIDAID JO 99139p
‘diyssquiswu Ansnput

9Z1S [euonRZIuR3I()

LIALL Ul SIopunoy
pue wea} Ay} Jo RuaLdXd

Ansnpur 90usLdxXa dy109ds
-ULILJ SI9PUNOJ DOUALIAXD
JUI09ds-wes) pareys

(q3m0I3 Safes Jo
djel [enuUR) YIMoI3
[eLmaus1dajud
Joarey

SJOSSB U0 WY AyRu9S01939y 98 AL

JSICIIERICIED|

amua) TJALL PuB
AJ19U9501939Y PUNOISHOR]
LIALL -“A319u98019)94

SJOSSE U0 WINJOY uoneonpa JIALL

(€002) 103

(2002) 1019US
pUE pIEyORy

(¢002)
I9uadie)

surpuL,|

SBEIE]
Sunerpau/sur)IPOIN

s[onuo)

Ad Al

(1eak)
sloymy




(panurguo2)

spjourds AJISI9ATUN-UIOU

& Jo 9[duwes 9ATe)uasaIdox
A[[euorjeu e ut AJuo

IMOIS S9[BS PUB MO USBD
10U Sunorpaxd ur JuedyIuSIS
Sem A)19U9S019)9Y [BIDUI)

IM0IS 0) Saeper Afpanisod
pue ARUuedIusis sousLRdxe
[eLmauRIdanUus] IMOIS

JO JUBUIULIRISP JUBILIUSIS B

SI 90URALIDAXA [BIBIUILLIOD UeL])
JOUJRI S0USLIAXS [BIIUYD ],
JMOI3 U0 099 JURIYIUSIS
Aue MOyS J0U PIP ULIL] MU
3} JO SALUSNPUI JUSIRJIP UL
UILIAXA] IMm013 Jo J0)1paid
aADISod pue JUBIGIUSIS

B ST ULILJ M3U 3 Se Ansnput
QUIES A} UI 90USLIRAXD

JI0M SNOIARId SBPUNO,]
TMOIS uo Joedur aanisod

B PILPXD SP[R [BIIILDS)

PUR OJUSDS JUSUDSeUeL
‘SOMUIOU0I UI SuoredLIenh
OIWISPEDE JO STB

SSIUBIM (JMOILS ULIY

Ppue 2uALIdX J11ads-paseq
JOPUNOJ U99MII(| UOTIBIIOSSE
A} ‘SISBAIOUT AOUILIAXD
PAIRYS UIBD) AU} U A
“PA[[O[U0 ST S30USLIOdXD
Ansnpur pue dyroads-uLigy

VIN

VIN

PAySI[B)Sa Sem LI
9} 0UIS SIBIA JO I_dqUINU
pue azIs JJALL 9ZIS WLIL]

IMOI3 SIes
pue MO[J YSBD JON

1S
Wy pue unueuly Amba
91eALId [BUISIXS 0] SSA00Y

IMOIS
JuswAordurd

Joquiow
LIAL Suowe £A119u9301939Y
JO 9INSEBAW PAUIUIOD Y

JSICIERRCIE ]

90UALIAAX PUEB [BUOT}RINDI
SI9pUNO,] *(ULLIAXD
oyads-Ansnpur pue
[eLmauL1donus ‘[RLIDSBURLI)
0USLIDAXD JoLId SI9pUNOY
PUE UOIJEINPS SISPUNO,|

(5002)
DSo[PIH
pue Ad[suy

(S002) M9
PuE 0quIo[0))

sSutpuy|

S109]J9
SurjeIpaw/SuneISPOA

sjo1uo)) Ad

Al

(Teak)
sIoyIny

JOA
29,3
608

Table 1.




228 2 -
=] 5 = o
o ®© = o —_
< =
S =20 <
0O = &=
R=RS
— D
=
(panuguo9)
punosyoeq
feuonouny JIALL
pue uonezI[eads UoneINpd
9OURWLIOLIO S2IMIUDA 93uByD [BIIS0[0UYI9) doueuLIOfRd LIALL -£319u95019394
Ul Pa109pall st A)pAa0u pue 9zIs Wy 25 Wiy 193[IBW D018 pue uoneonps AL
S9IMIURA pue suonisodwod (£y9A0u Y31y pue £)[2A0U Ayqiqeygoad ‘sofes £)19U95019)9Y [RUOLIOUN] (9002)
WEd) UMII( JIJ 3], AJ[@A0U SULIL] MO[) SOOURIJIP ANSNPU]  UI JJMOIS 9FRIAY (£)PULS01919Y 98 [ AL 7V 12 uosewy

9A1ISod ST JusuRSeURW
[SLI [RUOLRUIS UL

70 109]J9 SunjeIapow

9, "SI010B] JUSW9FRURW
YSLI [BUOI)RUIUL A]
PajRISPOW Sk dduRULIONRd
SwLIy Jo 10301paid
JUBOYIUSIS B ST (9INU9)
wes) pue punoIsyoeq
[euonouny ‘95e) AJISIDAIP
orydersowap JAL

punoy amem

$109739 SUIIBIOPOUL 9ALJISOJ
“TUSTUWEBUAD [BJUSWIUIOIAUD
) pue JusudoAdp

LIy JO 93e)S A1ed

3} :SI0J0BJ 0M] UO JUSSULUOD
St amyredsp 1o UORIPPE
STOUIDU UIBA T, "SULI M3U 0}

$10)0B] JUdWRSeURW
3SLI [RUOLIBULIRIUL
JO S1091J9 SUNBIIPOIN

Jusdo[aAsp
JO 93€)S 9INJUSA pUR
WSIWERUAD [BJUSWUOIAUD

uUALRdXd
S[I0M [RUOTJRULIDIUL
pue 9718 WL 9718 Wk ],

A319U9301939Y PUNOISYOR]
[euonouny JALL Pue
A)19U9301939Y 2.NUd) AL
{A119U8019)91] pUNoISHIRq
[euonjeonpa TIALL

S}9SSE U0 Wy £)19U98019)9Y 5. [ ALL

uonippe
Suwes) pue samjredop
Swes) AJ9Ua501939Y

(9002)
0 10 uapny

(G002) 1 12

[eOJAUS] ST 9ZIS WIed) TFIe| JO S1091J9 SUNBISPOIN SOOURIRMIP ANSNPU]  I9AOWIN) PUR SIS WIed) 9Z1S We ], I9[puey)
J[ES JS11J 9} 0] dwWI)
189D 9.NJUIA 30NPAI PUE UOTJBJUSLIO SIIAIIS JO
0} A[OH{] ST AJ19U5019J9Y 99.139p 9} {10109S SSAUISN( Apusdoraey (S002) v 12
[euonouny TALL V/IN USWIYST[B)SS A} JO Ted X [BATAINS ULIL] [euonouny TINL punpadsy
sgurpur] S1091J9 S[o.uo)) Ad Al (1eaK)
Sunerpsuw/suneLpoA sioyIny




(ponurgu09)

MO ST J1 UM
uey) Y31y ST YIMO0IS WL )
UIYM 1OSUOLS ST SA[(BLIBA
3sa1p) JO JoedUr AY T, "SWLIY
OdI-21d ur SunoLnsar AL
UO SUSNJUI 9ATJESIU B 9ABY
£319U95019)97] [BUOI)OUN]
LIANL pue agejuaorad
Ipunoy JJALL ©mua) AL
SSAUSATIBAOUUT

JO [9A9] pUB AJ19U9S019)9Y
[euonEINPd TJALT, U99MIaq
UOIIRIDOSSE 9} 9)RIPIW
Suruueyd o13a)e0)S pue
SUTUURDS [BJUSWIUOIIAUS]

OdI

UM PIJBIDOSSE A[9ALRSOU
SEIXO LALL “Sutpuny [epded
9INJUIA 0] paje[al A[pAnIsod
ST £)19U95019)9 [BUOT)OUN]
LIAL ‘A319u98019394
uoneI[gFe punoisoed [NL
JUSWIUOIIAUD
Ansnpurd[qers e

UM J9PBI[ SuLomodws
Jopun 3s9q worrdd AL
SN09UAS01919Y ‘AIRIJUOD
Y1 UQ “JUIWUOIIAUD
AnSnpur OTwRUAD B UIim
PUR 9ATIOIIIP SI I9PLI|

3y} UayM }$9q suiogted
LINLL Snouag01919

IMoI3
ULIL JO 10930 SUIIRIOPOIA

ssauuado
J139)R1)S pUR SUIUURIS
[BIUSWIUOIIAUS JO SIOIRIPIA]

VN

WSIWRUAD [BJUSWUOIAUD
pue s1o1aeyaq dIysIopes|
JO S1991J9 SunBISPOI

Jsiended amjuoa
pue 93e)s Juado[aAdD ULIL]

VIN

Surpuny

[e31ded SINJULA JO JUNOWe
pue AnsSnpur 9InjusA

9ZIS 9INJUIA DINUI) WL}
DOURLIdAXD Wed) 9Z1S Wk J,

9IS TINLL
PUB 9NUSAI ULIL 958 WLIL]

JuLmyonsax
wed) JuataSeur

OdI=4d

SSOUAAT}BAOUU]

Surpuny
[ended aanjus A

IMoI3
JuswAodurd
PUE SINUIAIL
[enuue Jo Xapul
pazLrewiwns y

£)19U95019)9Y
[euonouny JALL
pue s1epunojy ur 9gejusdtad

LINL 9mus) [INL

AK)19U9S019)9
[euoneonpa AL

JoAouwIm)
LIANL Pue £19u230.19191]
UOLJBI[IJJe PUNOISHIR(
LIAL £youagorajay
[euonouny JIALL

Apuadoreiy AL

(8002) 11

(2002) ST
Pue 93uuUsH

(2002) 132
uewog

(£002)
A9[suy pue
BSo[PIuH

sBurpul|

$1091J9
SureIpaw/Sur)RIDPOA

s[onuo)

Ad

Al

(1eak)
sy

JOA
29,3
610

Table 1.




d

avenues
611

Literature
review an

Table 1.

(panuryuo2)

SIequIow
LIALL, Suowre uorjeisajur
[0S Aq pareIBpout
ApAnisod st diysuoneppr

3} PUB uonEAOULI S)NPOoId
M pajeosse Apamisod st
ARuRS01)9Y [euonOUNy TIALL
[OUNe[ SWLIL [NJSS0INS

uo j0rdwt 9AnIsod B sey
ANSI9AIP [RUONRANII0 JIALL
soes

UO WINJ3I U0 AJBULZ01)9
PunoIss[eq [RUOnOUNY

PUB S3UBYIXS UOHRULIOJUL
9)RINIOR PUR AJDUS019)AY]
PpunoI33{oeq [eUOLOUNY pue
BUB{EW-UOISIAP PazZI[RHUS0P
‘A19URS019)9Y PUNOISIRQ
[EUODDUNY PUE J0IARL]
SATJRIOCE[[0D JO S1IRJ9

9} SUILLIBOUOD PUNOJ 9.19M
SUOTIRISIUL SALISO] "S[S U0
wmyal pejorpaid Ajpanisod pue
AQURDYIUSIS A)19U9501919Y
PUNoISIORQ [BUONOUN,]

OdI e pastel [endes

JO Junowre 3y} uo joedur
aAnIsod B 9ARY AJDURS019)9Y
PUNOIZOR] [RUOHEINDS PUR
Ppunoisyoeq [euonouny AL

UOT)RISIUI [BIOIARYD(
JO S109]J° SUIJRISPOIA]

VIN

*93UBYIX UOT)BULIOJUL
9)BINOOR PUB Julyewt
-UOISIOAP PAZI[BIIUIIAP
“I0TARR( 9ATIRIOQR[[0D
JO S1091J9 SUNJRISPOIA!

VIN

VIN

SO[qBLIBA JTUWOUOIIOIIB]

s109[01d pazrwosnd
JO 98ejuadIad pue 9Z1S
Wed) :SA0[dWS JO JquIny

uonendax

J9)LIMIOPUN pUe UIorq JA
D0ULLIAXA [eLmauIdon U
20URLIddXS I9PUNOJ ‘SI[eS
Joud anua) J AL, 9ZIs
LIALL “93rew Joy -23. WLy
{01 Jo 1eaA ‘paster Aymbyy

UOIIBAOUUT JONPOI]

youney
WL [NJSS900NG

SO[BS UO WY

OdI
Je pastel [eyde)

A)19U2301939Y
[euonouny AL

A)19U9801939Y
[euonednodo JAL

AJ19U9501939Y puNoIsyoRq
-feuonouny AL

A)19UR301939Y

98k [JALL Pue A119u9501939
PuUnoISoeq [BUOLOUNS
LIAL Lusgorajey
uoneInpa AL
£)19U95019)9Y 2Iua) IALL

(0102)
PUNRIM
pue eiyeyz
(6002)
uysneAs(q
pue Ares|

(6002)
SYLIPUSH
pue auoog

(8002)

uelLowwry,

sSurput]

SREIE]
Surjerpaw/SurjeIopo

sjonuo)

Ad

Al

(1eak)
sioyny




(panuryuo2)

JUROIUSISUL
9I9M SOJRIIPO JIMo13
[V "SSoudAIjRAOUUL Ansnpur pue Ajisusjur
LIy Jo 10301paid JuBdYIUSIS SursnreApe Ansnpur
B ST £)19U95019)91] {UOT)ROYISIOAID PAje[al S90IMOSAT WL PUB YO SSOUSAIJBAOUUL JNICHERCIED] ¥102)
punoisyoeq AL JO S109JJ9 SUNRISPOIA 9718 [JALL “mua) AL SuLI] punoisyoeq LAL D J2 uen g
SoUeRI[[B
J139)R1)S pU SI[es "£)19U95019197 UOLJBINDS
[BUOI)BULIDIUL dASIYIR 0} LIAL pue A319u25019)9Y
JO POOYI[AYI] 9} SISBAIIUL punoigsoeq Ansnput JJALL
puUnoIsyoR(q [RUOIOUNS SOUEI[[B JI3)e)S {£319Ua301939 93k AL (Z102)
pue aouaLIddXa A1)Snpul (SunoA pue pjo) ase)s [euonjRUI)UI PUL {A)19U9501939Y pUNOISYORq punpadsy
ur £)19u9801939Y AL V/N WL PUB 9ZIS ULILJ ‘UL  ‘S9[BS [BUOI}RUIIU] [euonouny AL~ Pue ewslg
IMO0I3
S, WL B U0 JUBOYIUSIS J0U (SO[qBLIBA [01U0D SB PIjeas) JIMoI13
a1oM £119Ue801039Y TN,  WRISAS AIOWSUW 9ATJOBSURT) [[B {1opua3 pue uonLINpa ULIJ JO SINSBIW
JO S9[BLIBA [0)U0D 3, JO S3091J9 SUnBIPIA 98e) £319ua501939Y [ JALL payiodar-J[es 0USLIDAXD Pareys 1oLl  (Z107) Susyy
OUSLIAAXS [BUOTBULISIUT
Jogeuew pue Aysuadord
UOTJROJISIOAID J[SLI {[9AS] UOT}RONPI (Z102)
“UOLBITISISAID [RUOTIRULIIUL [RUOTIRUISIUL (JIM IoSRUBW 20UALIDAXD sIeynoxg
JIM P3JBIDOSSE A[JUBIYIUSIS PAIBI0SSE APUBIYIUSIS [euonouny JoSeue UOTBOYISIOAID pue
ST AJISIOAIP J9PUSS W |, SI AJISIOAIP JOPUAS Wea ], 93e JFeURW DZIS ULIL] [euoneUIIU] A)OUPZ0I9J9Y JOPURY)  UBULIDWIWIY,
£31A98U0]
LINL £q pajeispowt
st aoueuLiopd pue
A)19U9501939Y 0UALIIAXD £J19U9501939Y 2INUD) pue
Ansnpur ‘A)19u9501939Y £319U95301939Y 90ULIIAXD
PUNOIZIOR( [RUOLIRINDS a3e Ansnpur :A)19U95019)9Y
‘A119U23019)91] 95k A1A98U0] ASBIDAR WEI) PUR AINUS) [1MOI3 SIS PuUnoISOLR( [RUOLIBINDI (1102)
usom)aq digsuonjepray],  LIALL JO S1097J9 SuneIspopy UIB3) 9ZIS WBD) 9ZIS WLILy YOU {£)19U93019)9Y 98y 7P 72 IDUIBOY]
s3urpur,| S109JJ0 S[ou0)) AQ Al (1eak)
Sunerpau/suneIPOIA sioymy
-
<o N 2
@) Sy =i ..nm
=N © =




eTg 0o -
= =] 2
= = © =
S =20 <
LD = =
=g«
— ©

=

SJUIWUOIIAUD

Ju9[NIn) Ut doueULIOLRd
J0 $10301pa1d JUBIYIUTIS
a1e A[PAnIsod AJISIOAID
PuUnoISyoLq [BUOLOUN]
pue [RUOLBONP 1) TJALL
"SJUSWUOIIAUD JUS[NCINY

A19U93019394
JUSWIUSISSE [euonouny AL
pue £)19U2301939Y pUnoIs

ur soueuLIored uLgy Joeq UOKEINPS AL
0] PIJB[1 JOU B AJISISAID JUSWIUOIIAUS JUI[NGIN} {£)19U0301939Y a3 T ALL (R102) 12
I9puas pue ase TN JO S1997J9 SUI)BIDPOA V/IN OUBULIOLRd WL,  1A)IDUAS019)91] JOPUas T AL nsurowg
UOT}BZI[BUOT}BULISIUL
Jou INq uoreAOUUL Aqiqeded a8eI19A9] SIESS
J0 10301paId JUBOYIUSIS B pue adA) Ansnput 3. Uo WINJaI pue
ST £)19U930.19)9Y PUNOISYIR( LI S9ZIS WLILJ -AJISISAIP  UOT)RZI[BRUOL BUID)UL £119U98019)91] pUNOISHIR(
[euonouny s AL V/N  uoneonps [NL 921 LINL “uoneAouU] [euonouny LIALL (L102) V1
UNI-1I0YS 9} J souruLIofRd
pue souBwLIOLRd UOHIBAOUUL
UM PAIBIDOSSE A[DATIRIOU oueuLIofRd
ST pue doueuLIoLd 9IS ULy uLs) JI0YS pue
9etodiod s uLiy e 9roxdu pue uswoMm Jo uonzodoid oURULIOLRd ULID)
10U S0P AJ19US019)9 A -A)1PUR50119Y 3uof oueuLiofd A)19U93019394 (S102)
[euonouny TALL V/N 93e JJAL @88 LINL UorBAOUU] [euonouny TALL 0 12 SuRA\
IMOIS pue
LIALL Jo 9ousLadxe snotasid "P[oY SSauISI(
9} U9DM](| PUNOJ SBM a1} ur uonezierads
U] JUBOYIUSIS ON YIMO0IT [euoneINPa YIM AL
JuswAodurd S0udN{yul pue 90usLIadxs snoraaxd
A[9ATIB3DU 0} PAMOYS aye)s diysoumo pue ur £319U9301939Y YIM AL
suonezI[enads [euoneanpa [OPOW SSAUISN( ‘AJTATIOR JO IMOI3 ‘uorjezienads uoneonps  (G10Z) Oumig
ur £319ua301939Y AL V/IN 10309s ‘9IS uLy 8. JNL Jjuowidojdury] Ul AJPUAS0INIRY YNM [N  PUR UDUISIA
SguIpury] $1097J9 s[ou0)) Ad Al (Teak)
SuneIpau/Sur)BILPOA sioymy




JOA
29,3

614

3. Theoretical foundations

Upper echelon theory (UET) provides a strong theoretical basis in entrepreneurship research
regarding the impact of the top management characteristics on organizational outcomes
(Ben-Hafaiedh, 2017; Biga-Diambeidou ef al., 2019; Jin et al., 2017). The UET assumes that
top management characteristics can explain some external and internal decision-making
processes and affect company performance (Carpenter ef al., 2004). According to this model,
the characteristics of values, experience, age and education can strongly affect how
managers interpret situations and how they make strategic decisions, which will ultimately
affect firms’ performance. Hence, in this context, top management teams’ characteristics can
reflect the high performance of their ventures. Although several studies analyzed the
individual impact of Chief Executive Officers, recent studies have approached the TMT as a
unit of analysis (Hambrick, 2007).

Related to UET, the human capital theory posits that labor is heterogeneous, hence a
person’s productivity reflects the differences in skills, competencies, knowledge and
capacities (Shrader and Siegel, 2007). According to Gimeno et al (1997), productivity,
management characteristics and the experience of the TMT can be linked to an enhanced
competitive advantage and improved company performance.

The social capital theory emphasizes the advantages of social relations to individual
performance (Coleman, 1988). Therefore, a start-up might benefit from the entrepreneurs’ networks
and social connections (Hsu, 2007). These ties are recognized as results of previous involvement in
entrepreneurial businesses and prior experience or social connections (Adler and Kwon, 2002).
Therefore, the social capital of entrepreneurial team members is a dynamic interaction and is built
as aresult of TMT social activities and is rooted in a social interactive system (Sahaym, 2005).

3.1 Top management team heterogeneity

TMT heterogeneity can be analyzed from two perspectives. The first perspective is the
information processing and the decision-making of the UET. This perspective highlights the
positive impact of TMT heterogeneity in firms (Hambrick and Mason, 1984), as it assumed
that heterogeneous teams have broader knowledge and skills, which will eventually provide
these teams with several resources to be used in making strategic decisions for the firm (van
Knippenberg and Schippers, 2007).

The second perspective is the social identity perspective, which assumes that the diversity
among team members produces a categorization, which, in turn, will stimulate effective conflict
and interpersonal clashes among team members (Jehn ef al,, 1999). This theory is supported by
previous studies that found that homogeneous teams rather than heterogeneous have a positive
effect on group cohesion (O'Reilly et al., 1989) and performance (Murnighan and Conlon, 1991).

3.2 Measures of performance

In TMT literature, organizational outcomes were measured in different manners. Different
researchers used firm-level performance, while others relied on team-level performance
measures. Firm-level performance indicators include initial public offerings (IPO), survival,
profitability, growth and innovativeness (Zhou and Rosini, 2015). In the same line, business
death or survival was used as a dependent variable in TMT literature (Aspelund et al., 2005;
Cooper et al, 1994). It is noteworthy to highlight the fact that growth as a measure of
performance is cited as the most significant measure in new ventures research (Brush and
Vanderwerf, 1992). This variable is measured as sales growth (Amason et al, 2006; Boerner
et al., 2011; Eisenhardt and Schoonhoven, 1990; Ensley ef al, 1998; Ensley and Hmieleski, 2005;
Kor, 2003; McGee and Dowling, 1994; McGee et al, 1995), employment growth (Hmieleski
and Ensley, 2007; Colombo and Grilli, 2005; Visintin and Pittino, 2015) and revenue growth



(Ensley and Hmieleski, 2005; Stuart and Abetti, 1990). Other performance measures at the firm
level were return on assets (ROA) (Auden et al., 2006; Boerner et al., 2011; Carpenter, 2002;
Richard and Shelor, 2002), net cash flow (Ensley and Hmieleski, 2005), revenues (Ensley ef al,
1998; Hmieleski and Ensley, 2007), profitability (Amason ef al, 2006; Stuart and Abetti, 1990),
innovation (Li, 2017; Wang et al., 2015), innovativeness (Henneke and Liithje, 2007; Yuan et al.,
2014) and capital raised at IPO (Zimmerman, 2008).

4. Review of the empirical evidence

4.1 Top management team characteristics

In this section, the studies that link firm performance to TMT size, age, education and
experience are reviewed.

4.2 Top management team size

TMT size is not a commonly tested factor in entrepreneurial studies (Maschke and
Knyphausen-Aufsess, 2012), but has always been viewed as a determinant of firms’
performance (Haleblian and Finkelstein, 1993). Large teams are linked to the greater ability of
processing and absorbing information (Eisenhardt and Schoonhoven, 1990) and the ability to
perform several tasks (Eisenhardt and Schoonhoven, 1990). Hence, larger teams will have
better access to the resources, which will ultimately increase the available human capital in the
firm (Jin ef al, 2017). Furthermore, there will be greater networking support for larger teams,
which, in turn, will lead to higher levels of profitability because of the amounts of funds
received due to the social connections with external investors (Shane and Stuart, 2002).

Larger team size demonstrated to be a significant predictor of new venture sales and
staff growth (Eisenhardt and Schoonhoven, 1990; and Cooper et al, 1994) and provides
benefits at the level of executing difficult tasks in a complex business environment
(Hmieleski and Ensley, 2007).

4.3 Top management team age

TMT average age is another characteristic, which has been studied and linked to firms’
performance (Zimmerman, 2008). Younger teams have the tendency to take more risks and
follow novel styles of management (Hambrick and Mason, 1984; Boeker, 1988) and are
commonly associated with business growth (Child, 1974). It has been argued by Boeker
(1988) that younger entrepreneurs are more receptive to change and they better understand
innovations. Furthermore, firms led by youthful managers have less probability to
experience crisis (Mudambi and Treichel, 2005).

4.4 Top management team education

In general, education reflects someone’s skills and knowledge (Hambrick and Mason, 1984)
and is associated with the ability to process information (Bantel, 1993). Several studies
treated education as a proxy of entrepreneurs’ educational background such as intelligence
and problem-solving capability.

In the literature, the education of TMT was positively associated with greater levels of
innovative activities (Bantel and Jackson, 1989) and with strategic orientation (Hambrick
and Mason, 1984).

In general, there is a strong agreement among different researchers that TMT education
and firm growth are positively associated (Maschke and Knyphausen-Aufsess, 2012). For
instance, previous studies (Stuart and Abetti, 1990; Cooper et al., 1994), found that education
can stimulate higher growth levels, better performance and high profitability. Additionally,
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a study by Colombo and Grilli (2005) found that education of economic and management
sciences has a significant impact on growth.

4.5 Top management team experience

General experience is seen as a source of higher productivity, growth and better economic
value of the business (Shrader and Siegel, 2007). Different types of experience were
examined in the literature including specific-industry experience, functional experience and
firm-founding experience. Studies that tested the effect of specific industry experience found
that this type of experience is a significant predictor of employee growth (Cooper et al,
1994), going public (Shane and Stuart, 2002) and sales growth (McGee and Dowling, 1994).
Besides, Zheng (2012) found that prior shared experiences of the founders of the venture
positively affect a firm’s growth.

According to several studies, specific industry experience provides benefits for new
ventures such as access to product design, production processes and know-how tools (Klepper
and Sleeper, 2005). Colombo and Grilli (2005) found that prior working experience in the same
industry is linked to employment growth. Moreover, Kor (2003), found that founder-based firm-
specific experience in the TMT has a positive influence on entrepreneurial growth.

Previous studies have shown that previous functional experience of managers is
positively related to the rate of initial public offering (Beckman and Burton, 2008). It is
noteworthy to highlight the fact that it has been argued that firms with the fit between the
functional background and the strategy pursued in the firm demonstrate better performance
(McGee et al., 1995; McGee and Dowling, 1994; Maschke and Knyphausen-Aufsess, 2012).

In addition, the founding experience of TMT was found to exert a positive impact on the
firm. For instance, the founding experience of TMT demonstrated to significantly affect the
likelihood of going public (Beckman et al., 2007) and of increasing new venture valuations
(Hsu, 2007).

4.6 Top management team heterogeneity
According to Hambrick and Mason (1984), TMT heterogeneity is assessed in terms of
noticeable characteristics, which are viewed as proxies for features that impact company
performance and strategic decisions. Although the extant literature regarding the
relationship between heterogeneity of teams and performance shows that TMT
heterogeneity exerts a positive effect on the successful launch of new ventures (Leary and
DeVaughn, 2009) and it is positively related with performance (Boone and Hendriks, 2009;
Ensley and Hmieleski, 2005; Homberg and Bui, 2013), the results are scattered (Bell et al,
2011) with negative relationships (Ensley ef al,, 1998; Richard and Shelor, 2002; Li, 2008;
Wang et al., 2015) or insignificant relationships (Visintin andPittino, 2015; Wang et al., 2015)
between TMT heterogeneity and firms’ performance. It is important to note that
heterogeneity research is very sensitive to the operationalization of heterogeneity (Thommes
and Klabuhn, 2019).

In this section, the studies on TMT heterogeneity in age, education, functional
background and tenure will be reviewed.

4.7 Top management team age heterogeneity

The social categorization perspective predicts that age diversity will exert negative impacts
on group processes introducing more conflicts (Linville and Jones, 1980) and negatively
affects firms’ performance. On the contrary, the information processing perspective
suggests that heterogeneity in age among TMT widens the perspectives used in
determining the strategic issues and stimulates creativity, which positively affects



performance (Richard and Shelor, 2002). Indeed, high age heterogeneity of TMT was linked
to enhanced company performance (Richard and Shelor, 2002; Kilduff et al., 2000). This can
be explained by the fact that age heterogeneity grants the team members with different
perspectives and greater access to information, which will ultimately enhance decision-
making (Williams and O'Reilly, 1998). Age heterogeneity has been demonstrated to be a
significant predictor of company performance (Auden et al.,, 2006; Thommes and Klabuhn,
2019; Zimmerman, 2008). On the contrary, Richard and Shelor (2002) found the effect of
TMT age heterogeneity on return on assets is marginally negative while it is positively
strong on sales growth. Age diversity was not related to the firm’s performance in turbulent
environments such as that seen in the study of Smolinski et al. (2018).

4.8 Top management team education heterogeneity

TMT education heterogeneity has been extensively studied in the literature (Zimmerman,
2008). The TMT literature points out that diversity in TMT education is positively
associated with performance (Beckman et al., 2007; Ensley and Hmieleski, 2005; Naranjo-Gil
et al, 2008; Smith et al., 1994), greater capital raised (Zimmerman, 2008), strategic response
(Hambrick et al, 1996). The positive links between TMT education heterogeneity and
performance can be because of a higher level of creativity introduced by heterogeneity
(Smith ef al., 1994). Some scholars argued that the higher the TMT education heterogeneity,
the better performance would be (Milliken and Martins, 1996), as the diversity of the team
education would allocate different sources of information and would enhance cognitive
benefits including better ideas and improved decision-making.

A number of empirical studies carried out in different contexts have pointed to the
positive impact of educational heterogeneity of management teams on the firm performance
(Smolinski ef al., 2018; Smith et al., 1994; Hambrick et al., 1996; Ensley and Hmieleski, 2005;
Naranjo-Gil et al., 2008) and on the firm-level behavior (Bantel, 1993; Hambrick et al., 1996;
Carpenter and Fedrickson, 2001). On the contrary, Visintin and Pittino (2015) found that
TMT heterogeneity in educational specializations negatively affects the employment
growth of the spin-offs. Smolinski et a/. (2018) found that TMT heterogeneity in education is
positively associated with performance in turbulent environments.

4.9 Top management team functional background heterogeneity

According to Zimmerman (2008), a team with cross-functional experience in different areas
enables the company to better address its strategic issues than a team focused on one
functional area. Functional background affects the company’s strategic choices (Boeker,
1988). Different scholars (Zimmerman, 2008; Hambrick ef al, 1996) found that diverse
functional backgrounds stimulate effective decision-making and encourage creativity and
innovation, which, in turn, influence firm performance. The different perspectives of TMT
enable the team to produce diverse interpretations and opinions while evaluating different
alternates, which will foster innovation and creative decision-making. The effect of TMT
functional background diversity in companies was examined in TMT literature. In the
sample of studies, Aspelund ef al. (2005) found that TMT functional heterogeneity is likely
to reduce venture death. Moreover, Zimmerman (2008) found that TMT functional
background heterogeneity is positively related to the amount of capital generated at the IPO.
Furthermore, Beckman et al (2007) demonstrated a positive association between TMT
functional background heterogeneity and venture capital funding. Smolinski et al. (2018)
found that TMT functional heterogeneity affects firms’ performance in turbulent
environments. Bjerndli and Aspelund (2012) found that TMT heterogeneity functional
background increases the likelihood to achieve international sales and strategic alliances.
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Smolinski et al. (2018) found that TMT functional background heterogeneity has a positive
effect on performance in turbulent environments. On the contrary, Wang et al. (2015), found
that TMT functional heterogeneity does not improve the corporate performance of a firm
and it is negatively associated with innovation performance and short-run performance.
Moreover, Visintin and Pittino (2015) found that the effect of TMT heterogeneity in previous
experience on employment growth is insignificant.

4.10 Top management team tenure heterogeneity

The TMT tenure reflects the work time of time managers as a team (Ping, 2007). Although it
has been argued that homogeneous team tenure reflects a similar understating of the
company strategies and the status quo and is also positively associated with the team’s
ability to create consensus on fundamental decisions (Bantel, 1993), the empirical results are
not conclusive. Williams and O'Reilly (1998) mentioned that higher tenure diversity would
contribute to high turnover and less effective communication. On another note, TMT tenure
heterogeneity demonstrated to exert a positive influence on strategic change and company
performance (Hambrick et al, 1996). Auden ef al. (2006) argued TMT tenure diversity is a
significant predictor of firms’ performance. Hambrick et al. (1996) demonstrated that TMT
tenure diversity has a positive influence on the firm strategic and competitive response.
Moreover, Zimmerman (2008) demonstrated a positive link between tenure heterogeneity
and capital raised at the IPO.

4.11 Moderators and mediators in the top management team-performance linkage
Researchers have assumed that the relationship between TMT dynamics and performance
is not simple and it is defined by some intervening or moderating variables. Given the fact
that TMT composition might exert a positive or a negative effect on the firms’ performance,
there is a strong need to further examine the conditions that contribute to the TMT-
performance associations.

Some studies examined possible mediators such as environmental analysis and planning
(Henneke and Liithje, 2007) and transactive memory systems (Zheng, 2012) and moderators
of firm novelty (Amason et al., 2006), research and development arrangement (McGee and
Dowling, 1994; McGee et al, 1995), internationalization (Carpenter, 2002), innovation,
environmental complexity, decentralization (Richard and Shelor, 2002), environmental
dynamism (Chandler et al, 2005; Hmieleski and Ensley, 2007), turbulent environment
(Smolinski et al., 2018), TMT longevity (Boerner et al., 2011), behavioral integration (Zahra
and Wiklund, 2010), firm growth (Li, 2008) and international risk management factors
(Auden et al., 2006).

Pertaining to the moderating effects, Mcgee et al (1995) suggested the relationship
between sales growth and marketing arrangements is stronger when TMT acquires more
marketing experience and positive moderation effects of marketing experience were found.
They added that ventures with technical managers without technical experience attempting
to pursue research and development (R&D) arrangement, had rather poor performance.
Further, Richard and Shelor (2002) demonstrated that the association between TMT age
diversity and ROA is curvilinear. For firms operating in a complex setting, TMT age
heterogeneity at low-medium extents has been shown to have a positive impact on sales
growth. Carpenter (2002) found that the positive associations between TMT heterogeneity
(education, functional background and tenure) and performance rely on the level of
internationalization. These associations are stronger in short-tenured TMT. Auden et al.
(2006) clarified that TMT demographic diversity (age, functional background and team
tenure) is a significant predictor of firms’ performance and it is positively moderated by



international risk management factors. Amason et al. (2006) found the fit between team
compositions and venture performance is positively moderated by firm novelty. On another
note, it was found that heterogeneous TMT performs best when the leader is directive and
inside a dynamic industrial environment, while heterogeneous TMT performs best under
empowering leadership inside a stable industrial environment (Hmieleski and Ensley, 2007).
Li (2008) has found the impact of TMT heterogeneity on TMT restricting in pre-IPO firms
stronger when firm growth is high rather than when it is low. Boerner et al (2011)
demonstrated that TMT longevity moderates the relationship between the TMT dominions
of heterogeneity and firms’ performance. Zahra and Wiklund (2010) found that TMT
functional heterogeneity is positively associated with product innovation and the
relationship is positively moderated by social integration among TMT members. Finally,
Yuan et al (2014) found all moderators (diversification; industry advertising intensity;
industry growth) were not significant.

Industry characteristics seem to play a significant role in the relationship between TMT
composition and firms’ performance (Jin et al.,, 2017). Different researchers were interested in
studying the effects of environmental characteristics (Edelman and Yli-Renko, 2010). For
instance, the industrial organization perspective suggests that the industry has an influence
on a firm’s performance (Porter, 1985). The cognitive perspective examined how the
business environment can affect entrepreneurs’ cognitive framing during the first stages of
firm creation (Edelman and Yli-Renko, 2010; McMullen and Shepherd, 2006). The
organizational ecology perspective views the business industry as a crucial founding
condition, which affects the death of the firm (Swaminathan, 1996).

Industries face different degrees of uncertainty that affect the predictability of business
events and outcomes (Knight, 1921). Two types of sectors were mostly examined in the
TMT literature: high-tech industries and low-tech industries. The high-tech industry is
characterized by uncertainty, dynamism and complexity (Bahrami and Evans, 1995). In
such circumstances, high-tech industries require additional capabilities and skills to run the
business (Gartner, 1985). Different researchers have pointed out in a high-tech industry,
experienced team members will be taking less time to take particular actions to adapt to the
high velocity and the complexity of the environment (Kobus et al, 2001). This is in line with
UET that proposes that TMT characteristics working in uncertain business environments
are more likely to be reflected in organizational outcomes (Hambrick and Mason, 1984). This
suggests that in highly uncertain and dynamic business environments, teams with higher
profiles in terms of skills, knowledge and experience, are more likely to have a better
understanding and entrepreneurial cognition and can improve the firm’s activities. More
specifically, TMT heterogeneity effects on a firm’s performance might be more important in
high-tech business environments because of the technological complexity and the massive
use of research and knowledge (Utterback, 1996). Moreover, it is well-documented in TMT
literature that the diversity of information and knowledge can minimize uncertainty in
innovative and complex business settings (McMullen and Shepherd, 2006). Empirically,
previous studies suggest that more diverse teams contribute positively to a firm’s
performance in more dynamic and uncertain environments and less diverse teams can be
beneficial in more stable settings (Hambrick et al., 1996; Eisenhardt and Schoonhoven, 1990).

5. Future opportunities for empirical analyzes

The first opportunity for future research is relative to the characteristics of the TMT, which
in some cases are found to be insignificant or give puzzling effects on the performance of
entrepreneurial firms. Therefore, future research should be devoted to investigating these
dimensions of TMT by providing additional evidence of their relevance. The second avenue
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of opportunities for empirical investigation could be identifying new mediating mechanisms
(Mannix and Neale, 2005), moderating effects (Knight et al., 1999; Li and Hambrick, 2005;
Nielsen, 2010) and boundary conditions (Nielsen, 2010). Third, most of the reviewed articles
in this paper used UET as their main theoretical foundation. There is a strong need to use
alternate theories together with UET to draw a clearer picture of whether TMT dynamics
and composition contribute to the firm’s performance and success. Following a multifaceted
approach, combining demographic, informational and personality diversity of TMT would
provide a better prediction of the firms’ performance (Nielsen, 2010; Jehn et al, 1999). Fourth,
it could be interesting to study the TMT heterogeneity variables together, as they were
extensively studied separately but rarely examined in conjunction (Zimmerman, 2008).
Fifth, most of what has been analyzed in the TMT heterogenicity research was centered on
age, education, experience, functional background and tenure and very little research was
found on gender heterogeneity. In the reviewed studies, it appeared that only two studies
examined gender heterogeneity (see Smolinski et al., 2018; Zimmerman and Brouthers,
2012).

Sixth, one possible area of research could be focused on the antecedents of TMT
compositions and dynamics. With few exceptions (Boeker and Wilthbank, 2005; Boone et al,
2004), this area remains limited, as most of the research focused on the outcomes of TMT
characteristics and heterogeneity. Therefore, future research may also shed light on the role
of social processes (Ruef et al., 2003) and that of the processes aimed at enhancing the
functional diversity of skills (Boeker and Wiltbank, 2005) that may play a role in the choices
related to the composition of the founding teams (Davidsson and Honig, 2003).

Seventh, while most of TMT heterogeneity research focuses on how teams composition
diversity contributes to firms’ performance, there is a scattered line of research, on how
firms’ growth and the changes of the organizational elements might lead to some changes in
teams compositions, which needs to be addressed.

Finally, the following two factors (innovation and internationalization) were not
addressed in the TMT literature as intervening mechanisms between TMT and
entrepreneurial firms’ performance and further research is needed to examine their
intervening effects.

5.1 Innovation as a mediator

Innovation has been associated with the enhancement of the competitive positioning
(Filatotchev and Piesse, 2009; Li, 1999), operational efficiency (Li, 2017) and product quality
(Filatotchev and Piesse, 2009). Innovation helps firms to quickly introduce new technologies,
which would enable them to respond to environmental changes in an effective manner.
Moreover, innovation demonstrated to play a significant role in sustaining a competitive
advantage, which will increase the profitability of the firm (Kim and Mauborgne, 2002).

On another note, innovation is more likely to take place in firms with people who have
diverse experiences, backgrounds, knowledge and skills (Yuan ef al, 2014), especially
because innovative activities are attributed to people’s ability, experience and knowledge.
When people in organizations are diverse, multiple sources of information will be generated
with the aim of resolving sophisticated problems (Certo et al., 2006). More specifically, the
diversity of knowledge, experiences and backgrounds of TMT will produce different
perspectives and opinions while evaluating options and hence encouraging innovation,
creativity and decision-making (Zahra and Wiklund, 2010). Bantel and Jackson (1989)
suggested that TMTs with diversity in their characteristics tend to expand their information
sources and produce more innovative alternates. This is was supported by the study of
Yuan et al. (2014), who found that TMT background heterogeneity is positively related to



firms’ innovativeness and by the study of Zahra and Wiklund (2010), which established
positive links between TMT functional heterogeneity and innovation. Regardless of this
support on the importance of TMT heterogeneity for innovation, other researchers (O'Reilly
et al., 1993; Jehn et al, 1999) view diversity as a source of conflict and that would hinder
information sharing and eventually innovation as well. For this reason, further investigation
is needed in this area, especially examining innovation as a mediating mechanism.

5.2 Internationalization as a mediator

Firms entering an international market face high levels of ambiguity, complexity and
environmental uncertainty (Herrmann and Datta, 2005). TMT diversity can mitigate the
internationalization process in firms. For instance, previous studies found that TMT
functional background heterogeneity has an effect on the firm’s ability to respond to
international complexities and uncertainties (Carpenter and Fedrickson, 2001; Herrmann
and Datta, 2005). Moreover, research suggests that TMT’s previous experience is beneficial
for the firm to grow (Boone and Hendriks, 2009; Sapienza et al., 2006) as they can provide
positional advantages to deal with uncertain and complex international decisions. In the
same line, social capital and external networks of TMT might enhance the access to
international contexts (Hitt e al, 2001). Hence, TMT heterogeneity help firms at the level of
identifying critical factors, observing opportunities and trends and integrating a diverse set
of skills and resources.

On another note, although links between internationalization and performance have been
well-established (Delios and Beamish, 1999; Geringer et al., 2000; Tallman and Li, 1996),
further investigation is needed to understand the role of internationalization as an
intervening mechanism between TMT heterogeneity and performance.

5.3 On the methodological approaches

First, the author observed that very limited studies investigated the UET using qualitative
methods (O'Reilly et al., 1993; Pitcher and Smith, 2001). Hence, more qualitative studies on
TMT and performance, instead of traditional and quantitative research methods, could help
to explain better the mechanisms at stake and possible missing factors.

As a second methodological issue, the sampling approach mostly used in the TMT
studies was a purposive non-probability random sampling (Nielsen, 2010). Usually, random
sampling is recommended in social science, as it is representative of the population and
reduces systematic error (Hitt ef al, 2010). Hence, the results of TMT studies need to be
interpreted with caution due to their sampling method nature. Moreover, it is very hard to
compare results across different contexts and cultures with purposive sampling techniques.
For reliability and validity purposes, it is also recommended for future studies to use
structural equation modeling (SEM) based on covariance or correlation matrixes (instead of
traditional regression techniques), as SEM would help in testing multidirectional
associations in complicated models (Kline, 2005). Furthermore, causality studies are very
limited in TMT composition research. Hence, longitudinal studies are very much needed in
this field of research.

6. Contribution and imitations

As the articles surveyed in this paper are published in many respected peer-reviewed
journals, it can be said that the analysis builds confidence in the findings of the literature. In
this research, all studies, which did not fall into the category of quality research were not
included in this research. This research is important as it analyzes not only the relationship
between top management teams and firm’s performance but it also allows for a better
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understating of the underlining mechanisms and bounding conditions, which govern the
links between top management teams and firm’s performance. Consequently, a context-
based analysis of the results from the studies reviewed enabled accurate and balanced
coverage including most of the appropriate influencing variables.

The articles surveyed in this paper used different theoretical approaches. The most
common approaches are the upper echelons theory, information and decision-making theory
and social categorization. The analysis was limited to the studies of the external differences
in TMT such as age, education, skills, experience and tenure, while differences related to
informational flows and personality of TMT and cultural diversity were not included. On
another note, this research highlighted only the links between top management teams and
entrepreneurial firm performance, in which teams’ performance was not included.

7. Managerial implications

Although there are two opposing views on the possible effects TMT diversity can exert on a
firm’s performance, the results of the articles reviewed showed that TMT diversity, to some
extent, is beneficial to better firms’ performance. Nevertheless, policymakers and managers
may consider moderate diversity in team members as it may provide fertile grounds for
more innovative views and better problem-solving abilities. Therefore, combining team
members with moderate diversity could possibly help firms to highly perform and at the
same time minimize any potential conflict because of high levels of diversity (Kakarika,
2013). In such situations, the richness of perspectives, creative-oriented thinking, diverse
social networks and moderate levels of conflicting voices could be ideal for entrepreneurial
firms to achieve better performance.
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