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Introduction 

Entrepreneurs of new and young companies1 often require business advice in many areas. Many 

public and private organizations offer such business advice to entrepreneurs who are in the 

midst of selecting a business form, preparing their venture launch, and dealing with accounting, 

tax, and employment issues at the company’s formation (Chrisman et al., 2012). Soon 

thereafter, the entrepreneurs may require business advice on how to improve their company 

performance and increase their company competitiveness (Pickernell et al., 2013). Business 

advisory service, as this assistance is generally called, can also be a part of business 

development programmes (Schmidt et al., 2006) that companies, regardless of company age, 

may benefit from (Bauer, 2011). 

The successful company start-up process requires extensive planning that addresses the 

company’s industry, financing, competition, location, target customers, and publicity, to 

mention only a few areas (Duchesneau and Gartner, 1990). Such planning requires 

entrepreneurs to assemble a combination of essential assets (tangible and intangible) before 

they organize their various tasks and start their activity (Gartner, 1985). Entrepreneurs at new 

and young companies may find these numerous and complex tasks somewhat bewildering. 

They may be unfamiliar with applicable laws and regulations and even with fundamental 

business procedures and practices. Business advisory service is one way to deal with this 

information and knowledge gap. According to Chrisman and Leslie (1989), we need to examine 

how business advisory service can provide information and knowledge to entrepreneurs in the 

early phases of the company life cycle. However, matching the need for advice with the 

available business advisory support presents challenges (Hanks et al., 1993).  

A number of researchers conclude that business advisory service is a well-known support 

mechanism for entrepreneurs and SMEs (e.g., Lundström and Stevenson, 2005; Brixy et al., 

2013). This conclusion derives from analyses of the beneficial use of such assistance by 

entrepreneurs and its influence on policymakers and other relevant stakeholders. The 

knowledge and information that business advisory service provides the small and 

entrepreneurial business sector has implications for both policy and practice.  

                                                 

1 This paper distinguishes between new companies (that have recently formed) and young companies (that have 

been in existence for three and a half years). This topic is discussed in more detail later in the paper. 
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This paper examines how business advisory service can reduce the ‘liability of newness’ 

(Stinchcome, 1965) for entrepreneurs at new and young companies. The study focuses in 

particular on how these entrepreneurs use business advisory service in the formative and early 

years of their existence. The sample for this statistical study consists of 2 832 new and young 

companies in Sweden. Differences and similarities are identified in how and when they use 

these business advisory service areas.  

The paper is structured as follows. The theoretical framework is in four parts: a definition of 

business advisory service, an explanation of the liability of newness, a summary of studies on 

the use of business advisory service, and comments on entrepreneurs’ need for business 

advisory service. The research hypotheses are presented next. A description of this research 

study follows in which definitions of relevant terms, the research background, and the study’s 

sample and design are presented. The next section describes the research method and the model 

specification. The study’s results are then presented in statistical terms, followed by a 

discussion of these results.   

Theoretical framework 

Definition of business advisory service 

Business advisory service refers to a variety of consulting services provided or sold to business 

entities. Such services typically include but are not limited to advice and assistance on business 

formation, performance, and legal/tax/accounting issues (Kremel, 2016). Both public and 

private organizations offer business advisory service. Coaching (Cumming and Fischer, 2012) 

and counseling (Chrisman et al., 2012), in addition to supplying information (Robson et al., 

2008), are included in the definition of business advisory service. Publicly funded organizations 

often specialize in providing such advice and assistance to new entrepreneurs, particularly 

minority entrepreneurs such as women and immigrants. In Sweden one can count at least 20 

different areas of public business advisory service available to entrepreneurs in their start-up 

process.   

The liability of newness 

In the 1960s, Arthur Stinchcombe (1965) coined the construct, the ‘liability of newness’, that 

refers to the poorly understood (in his analysis) conditions surrounding new organizations at 

start-up. Typically, in the start-up phase, according to Stinchcombe, a new organization, 

compared to established organizations, has a greater risk of failure, a lower level of legitimacy, 



4 

 

and is more dependent on the cooperation of strangers. However, these challenges diminish as 

the organization establishes itself in its surroundings.  

Today, the liability of newness, which has inspired similar constructs (e.g., the liability of 

smallness and the liability of foreignness), is widely accepted as a description of the problems 

new organizations encounter (Cafferata et al., 2009). Many researchers have discussed, applied, 

and evaluated this construct in various studies (e.g., Freeman et al., 1983). However, Aldrich 

and Yang (2012) argue that the liability of newness has not yet been properly evaluated because 

most studies test its ideas at established companies rather than at ‘new venture’ companies. 

They claim that instead of studying emergent organizations (as Stinchcombe intended) 

researchers have in fact examined organizations that have already survived these early years of 

struggle.   

The entrepreneur’s use of business advisory service 

Neoclassical economic theory of imperfect markets (Caves, 1982; Stiglitz, 2000; Hjalmarsson 

and Johansson, 2003; Hjalmarsson, 1998) supports the entrepreneur’s use of business advice. 

The contention is that such advice can increase companies’ competitiveness and improve their 

performance. Many researchers have reported on the positive benefits to companies from 

business advisory support (e.g., Chrisman et al., 1987; Burke et al., 2010; Rotger et al., 2012).  

In a study of 223 new ventures in Sweden, Delmar and Shane (2003) found that business 

planning is valuable even in the uncertain environment that is almost inevitably characteristic 

of the start-up company’s situation. Their description of business planning includes 

gathering/analysing information, identifying tasks/risks, and preparing written plans. In their 

development of the Delmar and Shane study, Cooper and Metha (2006) focus on the importance 

of different kinds of business planning. They agree that entrepreneurs are more successful if 

they plan carefully and systematically, but they also emphasize the importance of acquiring and 

using information from professional sources (e.g., accountants, lawyers, bankers, and other 

business owners).  

Some researchers examine the delivery methods for business advisory service. According to 

Chrisman et al. (2012), the start-up company depends on practical and basic advisory support. 

These authors address the importance of just-in-time knowledge delivery as a major component 

of effective assistance for entrepreneurs. Suwardi and Ismail (2012) encourage public business 

advisory service suppliers to provide immediate feedback to companies, to be very accessible, 
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and to use modern technology. Cumming and Fischer (2010) emphasize that the quality of the 

provider’s advice is as important as the receiver’s learning capacity.  

Yet other researchers claim that sophisticated evaluations of programmes designed to stimulate 

entrepreneurship reveal little evidence of a positive influence (see Storey, 2000, for a discussion 

on monitoring and evaluating entrepreneurship programmes). For instance, Mole (2000), who 

found that business advisory service is more related to company survival than to growth, 

suggests that SMEs only seek advice when they have difficulties. Bennett (2008) claims no 

evidence exists for the claim that intensive support produces stronger positive outcomes. 

Robson and Bennett (2000) suggest that companies in difficulty are more likely to use publicly 

provided business advisory service to arrest their decline than to encourage dynamic growth. 

Some studies indicate that at a certain level it is likely that greater levels of advice will not yield 

greater benefits (Chrisman et al., 2005; Cumming and Fischer, 2010). In a survey study on the 

use of external business advice, Bennett and Robson (2003) report that changes in the aggregate 

use of such services are not statistically significant, and even that the growth of the use of such 

services has “plateaued”.  

Despite this inconclusive assessment of the value of business advisory service (Dyer and Ross, 

2009), Cumming and Fischer (2010) conclude it is reasonable to support publicly funded 

business advisory service programmes. In particular, they argue companies with high growth 

potential and large investments require advising and coaching that is customized to their 

particular needs. They make the argument that such companies, with adequate support, often 

become significant economic contributors to society. 

The entrepreneur’s need for business advisory service 

Comparatively few studies take the entrepreneur’s perspective (i.e., the demand side) in an 

examination of the need for business advisory service. Normally, studies look at this topic from 

the perspective of the service provider (i.e., the supply side). However, some research has been 

conducted on the demand side. For example, Lambrecht and Pirnay (2007 examined supply and 

demand for private consultants for SMEs in the Walloon Region of Belgium. Smalbone et al. 

(1993), who studied the demand for business advisory service by established SMEs in the 

United Kingdom, found a correlation between company size and the use of more and different 

external consultants. According to Johannisson (1995), small companies often seek advice from 

their personal networks (see also Robson and Bennett, 2000; Hjalmarsson and Johansson, 

2003).  
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Research hypotheses 

Building on the liability of newness for entrepreneurs in their early years, this study examines 

new and young companies use of business advisory services. Empirical data are collected in 

order “to capture the immediate and ongoing difficulties faced by founders” (Aldrich and Yang, 

2012, p. 3). The following hypotheses are proposed and tested in this paper.   

H1: Entrepreneurs of new companies use significantly more business advisory service than 

entrepreneurs of young companies.  

H2: Entrepreneurs of new companies use different areas of business advisory service than 

entrepreneurs of young companies. 

The study: Definitions, background, sample, and design 

Defining entrepreneurs of new and young companies 

For this study, new companies are companies that have been in existence for six months 

following their formal registration with the Swedish government. These are the companies that 

registered in 2008, the same year the survey was conducted. The young companies in this study 

have been in existence for three and a half years after their formal registration with the Swedish 

government. These are the companies that registered in the first half of 2005. These definitions 

of new and young companies are similar to the definitions of entrepreneurs in The Global 

Entrepreneurship Monitor (GEM) studies (Reynolds et al., 1999) in which the Total 

Entrepreneurial Activity (TEA) index uses 42 months as the age parameter for distinguishing 

between nascent entrepreneurs and young entrepreneurs (Reynolds et al., 2002). In this paper, 

the company owners are the entrepreneurs of new and young companies. These companies are 

either “new” or “young”, but It does not mean that the entrepreneurs are “new” or “young” as 

company owners. If fact, the entrepreneurs can have experience of starting a company before. 

However, the research reported on in this paper does not address that experience.  

Background 

The companies in this study are micro-companies as defined by Statistics Sweden (SCB: 

Statistiska Centralbyrån). These are companies with 0-9 employees (excluding the company 

owner). The majority of companies in Sweden are in this category. Therefore, the findings of 

this study are representative of company development and activities at the SME level. 
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This paper builds on research by Lundström and Kremel (2009). Their findings derive from a 

2008 study, conducted in four regions in Sweden, in which they analysed the demand by   new 

and young company owners for business advisory service. Statistics Sweden (SCB) provided 

the empirical data for their research, and SCOP Ltd. (a telecommunication company) assisted 

with the telephone interviews. In total, 2,832 telephone interviews were conducted with 

entrepreneurs of new and young companies: 1,804 interviews with new companies and 1,028 

interviews with young companies. These interviews were conducted between October of 2008 

and mid-December of 2008 with entrepreneurs located in the following four Swedish regions: 

Skåne, Västra Götaland, Örebro, and Västernorrland. These regions are located respectively in 

southern Sweden (which has Sweden’s third largest city, Malmö); southwest Sweden (which 

has Sweden’s second largest city, Göteborg); mid-Sweden; and northern Sweden.  This sample, 

therefore, is representative of both urban and rural regions.  

The sample demographics 

The sample consists of entrepreneurs who own and operate companies in the following 

industries: agriculture and related areas (14. 3%), production and construction (16. 9%), trade, 

transport, hotel, and restaurant (23, 5%), and other services (45, 3%). 80% of the companies are 

in the service industry and 20% are in non-service industries. Of the companies, 70% are sole 

proprietorships, 22% are limited liability companies, and 8% are trading partnerships. The 

average age of the entrepreneurs is about 42.5 years. Around 30% of the entrepreneurs in the 

sample are women and around 70% are men. 

Design of the business advisory service independent variables 

The assumption in designing the telephone interview questionnaire was that entrepreneurs seek 

business advisory service for both strategic issues and practical issues. The latter category 

includes information, for example, on financing, tax reporting, employment law, etc. The aim 

was to acquire as comprehensive an understanding as possible about the use of entrepreneurs’ 

business advisory service. The entrepreneurs responded to the interview questions on a four-

grade ordinal scale.  

The following 20 areas of business advisory service were investigated: Strategy, goals or 

visions; Business plan and market analysis, Accounting; Marketing or sales; Taxes; Business 

premises or land issues; Start-up; Export; Patent issues; Financial support or grants; Developing 

the business; Choosing the right business form; Product development and design issues; Legal 
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issues; IT and technical support; Permit applications; Website; Contact with other company 

owners; A mentor; and The support of someone who knows the industry.  

Method and model specification  

Using the year of company registration, the entrepreneurs were divided in two groups: new 

companies and young companies. Second, descriptive statistics were used, and an independent 

sample t-test was conducted to investigate the differences and similarities between these two 

groups with regard to the use of the 20 areas business advisory service (Table 1).  

The results of empirical analysis 

The results of descriptive analysis and the t-test  

Table 1 presents the results from the t-test with new companies and young companies on their 

use of the business service areas.  

Table 1: Mean, standard deviation of dependent variables, and the results of the t- tests  

 

 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 

YOUNG Mean ,52 ,43 1,48 ,42 1,32 ,24 ,48 ,12 ,10 ,48 ,32 ,36 ,19 ,56 ,54 ,35 ,61 ,28 ,42 ,75 

N 1013 1006 1012 1004 1009 999 1008 1004 1001 1004 1003 1003 1003 1004 999 1004 1005 1002 1003 1006 

Std. 

Dev. 

,801 ,781 1,089 ,740 1,047 ,584 ,851 ,430 ,409 ,789 ,663 ,694 ,530 ,863 ,847 ,695 1,012 ,630 ,815 ,987 

NEW Mean ,59 ,53 1,16 ,48 1,15 ,28 ,62 ,15 ,14 ,53 ,39 ,55 ,23 ,50 ,35 ,41 ,41 ,34 ,54 ,72 

N 1782 1780 1769 1775 1778 1772 1778 1776 1772 1779 1777 1774 1775 1778 1777 1781 1784 1772 1779 1781 

Std. 

Dev. 

,902 ,859 1,084 ,791 1,042 ,660 ,943 ,487 ,462 ,850 ,745 ,884 ,578 ,810 ,710 ,766 ,846 ,699 ,919 1,036 

Total Mean ,57 ,50 1,28 ,46 1,21 ,27 ,57 ,14 ,13 ,51 ,36 ,48 ,21 ,52 ,42 ,39 ,48 ,32 ,49 ,73 

N 2795 2786 2781 2779 2787 2771 2786 2780 2773 2783 2780 2777 2778 2782 2776 2785 2789 2774 2782 2787 

Std. 

Dev. 

,867 ,833 1,096 ,773 1,047 ,634 ,913 ,467 ,444 ,829 ,717 ,825 ,562 ,830 ,767 ,741 ,914 ,676 ,885 1,018 

Levern’s test for equality of Variances 

T-test sig: F 24,649 23,512 ,877 9,935 ,984 10,157 29,225 11,131 20,542 8,819 22,040 109,620 10,520 8,662 83,445 13,674 85,769 17,174 32,103 3,619 

Test Sig: t ,000 ,000 ,349 ,002 ,321 ,001 ,000 ,001 ,000 ,003 ,000 ,000 ,001 ,003 ,000 ,000 ,000 ,000 ,000 ,057 

t-test for equality of means 

t 

-2,290 -3,020 7,406 -1,949 4,015 -1,618 -3,995 -1,823 -2,487 -1,640 -2,610 -6,367 -1,784 1,823 5,768 -1,909 5,406 -2,298 -3,450 ,752 

Df  

2313.35 2254,02 2097,19 2198,67 2085,81 2283,96 2272,07 2300,23 2291,53 2212,06 2286,70 2497,26 2233,46 1972,14 1784,44 2250,43 1792,99 2261,72 2290,04 2170,0 

T-test Sig. (2-

tailed)  ,022* ,003* ,000* ,051 ,000* ,106 ,000* ,068 ,013* ,101 ,009* ,000* ,075 ,068 ,000* ,056 ,000* ,022* ,001* ,452 

 

Note:*, significant at the 0.05 level. V1: Strategy, goals or visions; V2: Business plan & market analysis, V3: Accounting; V4: Marketing or 

sales; V5: Taxes; V6: Business premises and / or land issues; V7: Start your own; V8: Export, V9: Patent issues; V10: Financial support or 

grants; V11: Developing the business; V12: Business form; V13: Product development & design issues; V14: Legal issues; V15: IT and 
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technical support; V16: Permit applications; V17: Website; V18: Contact with other companies; V19: Mentor; V20: The support of someone 

who knows the industry. (The lowest score = 0 no use, the highest score =3 very much use).  
 

Significant differences were observed between the new companies and young companies in 12 

cases (V1; V2; V3; V5; V7; V9; V11; V12; V15; V17; V18; V19). Thus, similarities were 

observed in 8 areas (V4; V6; V8; V10; V13; V14; V16; V20). The new entrepreneurs were 

more likely to use more business advisory service than the young entrepreneurs as observed in 

9 areas (V1; V2; V3; V7; V9; V11; V12; V18; V19). The young companies used more business 

advisory service in 3 areas (V5; V15; V17). The new companies used business advisory service 

for the following areas: V1: Strategy, goals or visions; V2: Business plan and market analysis, 

V3: Accounting, V7: Start your own; V9: Patent issues V11: Developing the business; V12: 

Business form; V18: Contact with other companies; V19: Mentor. The young companies used 

business advisory service for the following areas: V5: Taxes; V15: IT and technical support; 

V17: Website. 

These results support H1: Entrepreneurs of new companies use significantly more business 

advisory service than entrepreneurs of young companies, and partly H2: Entrepreneurs of new 

companies use different areas of business advisory service than entrepreneurs of young 

companies.  

The results of MANOVA 

Table 2 presents the results from the MANOVA test.  

 
Table 2: Results of MANOVA (multiple analysis of variance) of the relation between independent and 

dependent variables  

Independent variable Value F Hypothesis df Error df Sig. Partial Eta Squared 

Start-up year 2005 Pillai's Trace ,072* 10,177 20,000 2606,000 ,000 ,072 

Wilks's  Lambda ,928* 10,177 20,000 2606,000 ,000 ,072 

Hotelling's Trace ,078* 10,177 20,000 2606,000 ,000 ,072 

Roy's Largest Root ,078* 10,177 20,000 2606,000 ,000 ,072 

*Significant at 0.01 level. Number of observations: 2627 (2008; 1684 and 2005; 943).  

Additional test statistics in MANOVA (Pillai's Trace, Wilks’s Lambda, Hotelling’s Trace, and 

Roy’s Largest Root)) confirm the robustness of the results. For the probability distribution of 

Wilks’s Lambda, the value 0.928 and significance of 0.000 confirm the statistically significant 

difference between the new and the young entrepreneurs as far as their use of business advisory 

service. Given the fact that only two groups are used in the test, the F-tests show the same result.  
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Discussion 

The liability of newness construct (Stinchcombe, 1965) is used as the framework for this 

research of entrepreneurs in new and young companies and their use of business advisory 

service. Differences and similarities were identified in their use of 20 areas of business advisory 

service. Given the definitions and classification used in the study to differentiate between new 

companies and young companies, the focus is on the start-up processes for both groups. One 

aim of this research was to examine the early years of struggle for entrepreneurs in new and 

young companies. Therefore, this research focus is on the early phases at start-up and emergent 

companies (see Aldrich and Yang, 2012). 

This research takes the entrepreneurs’ perspective (i.e., the demand side) in examining how 

they use a wide range of business advisory service areas provided by public and private 

suppliers (Kremel, 2016). This research shows that the most used business advisory service 

areas by new company owners and young company owners are Accounting, Taxes, and the 

Support from someone who knows the industry. These kinds of business advisory service are 

most important in the start-up process (see Cooper and Metha (2006) when entrepreneurs 

require information from professional sources such as accountants, lawyers, bankers, and other 

business owners. The least used business advisory service areas for both groups are Patent 

issues, Export questions, and Product development & design. These kinds of business advisory 

service are not un-important. However, such business advisory service might be more important 

after the start-up process period (in this study, more than three years).  

This research also reveals similarities and differences between entrepreneurs in their use of 

different business advisory service areas. Some areas are more important early in the start-up 

process while others are used more at later periods. A t-test was used to support or reject the 

two hypotheses. The t-test support H1 (Entrepreneurs of new companies use significantly more 

business advisory service than entrepreneurs of young companies). However, H2 

(Entrepreneurs of new companies use different areas of business advisory service than 

entrepreneurs of young companies) was only partially supported.  

The results from the t-test reveal differences between the entrepreneurs for 12 kinds of business 

advisory service. According to the first univariate analysis of the 20 studied cases, the new 

companies use more advice than the young companies in nine cases (V1: Strategy, goals or 

visions; V2: Business plan & market analysis, V3: Accounting; V7: How to start your own; V9: 

Patent issues; V11: Developing the business; V12: What business form to use; V18: Contact 
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with other companies; V19: Mentor). Young companies use more advice for 3 cases (V5: 

Taxes; V15: IT- and technical support V17: Website). Nevertheless, there were no differences 

between new and young companies for 8 cases (V4: Marketing or sales; V6: Business premises 

and / or land issues; V8: Export, V10: Financial support or grants; V13: Product development 

& design issues; V14: Legal issues; V16: Permit applications; V20: The support of someone 

who knows the industry). According to the t-test, these kinds of advice were equally important 

for both groups of entrepreneurs in the whole start-up process.  

Considering the business service areas, How to start your own and What business form to use, 

it was not surprising that these items was used by new companies because these kinds of service 

naturally do not target young companies who have been operating their companies for some 

time. However, the use of Mentor is most important for new companies. There might be 

different reasons for this. It is natural to think that new company owners have questions that 

they need to discuss as they search for solutions. When they have to establish themselves in the 

market, the support from a mentor can be very helpful. Also, it is natural to think that 

entrepreneurs that who have operated their business for a period of time have established links 

to others who can provide support in the form of information and/or advice. The results also 

show that business advisory service related to taxes, IT and technical support, and Website are 

important later in the start-up process.  

This research shows the importance and relevance of studying entrepreneurs’ use of business 

advisory service areas in the start-up process. Many such areas are offered. It is useful to learn 

which areas are most used by different groups so that business advisory service suppliers can 

put greater effort into developing those areas of most interest to entrepreneurs.  

Because both groups of entrepreneurs, in this study, to some extent, use the same kind of 

business advisory service in their start-up process, it is important to study the first three years 

of the company start-up as a single process. Furthermore, it is logical to view the entrepreneurs 

as comparable groups because they use the same kind of business advisory service to some 

degree.  
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