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INTRODUCTION 

Every day, high-tech start-ups make media headlines, with famous stories, such as that 

of Google, shaping an informal image of university dorms and residential garages be-

ing the places where these companies come to life. Young start-up founders, such as 

Larry Page and Sergey Brin, evoke the idea that it simply takes two inexperienced 

business graduate students to lead a new venture, and that these same people can con-

stitute the hard-core of an executive team for many years after by nurturing their crea-

tion until it becomes a multinational giant (Vise and Malseed 2005).1 

From an internal organizational standpoint, high-tech start-ups are fairly simple 

organizations that may follow very informal practices when choosing the members of 

their executive team. However, from technical and institutional standpoints, these 

newly born ventures meet considerable economic, legal and cultural challenges, e.g. in 

terms of a heavy dependence on both external financial sources and on the legitimacy 

awarded by different institutional audiences. This dependence often pushes start-ups 

towards the elaboration of more complicated recruitment and selection practices in 

order to detect and attract talented and experienced executives so as to adhere to the 

requirements of their external environment and enhancing the very survival of the 

start-up. Yet the written and unwritten rules of the game according to which start-up 

key actors match candidates to executive team positions in specific institutional envi-

ronments often remain blurred and undetected. 

                                                 
1 Sergey Brin and Larry Page met at Stanford University as graduate students in Computer Science in 
1995. Two years later, they became the founders of a garage start-up called Google Inc., with Page 
assuming the position of CEO and Brin that of Chairperson of the company. Two of the most po-
werful capital venture firms in Silicon Valley decided in 2000 to invest in the Google idea, posing as a 
condition that of hiring an older and experienced CEO with solid business skills, who could be pre-
sented as the public face of the company “when it came time to cash in on Wall Street.” The new 
CEO was selected among the personal network of contacts of the venture capitalists after strong 
resistance by the founders. Today Google is one of the most powerful software multinational com-
panies in the world (Vise and Malseed 2005: 105).  
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Research Problem  

Since Granovetter‟s influential work, Getting a Job, published in 1974, a good deal of 

the literature in economic sociology has been devoted to the study of matching 

processes of candidates to jobs in labor markets (e.g. Lin et al. 1981; Bridges and 

Villemez 1986). This literature emphasizes in particular the importance of social 

interaction for understanding how prospective candidates meet future employers, thus 

reinforcing Granovetter‟s far-reaching notion that labor market dynamics, just like 

other economic phenomena, are socially embedded (Granovetter 1985).  

However, it seems fair to point out that the sociological literature concerned with 

job matching dynamics leaves some areas of the matching game relatively unexplored. 

On one hand, this literature has mainly focused its attention on the supply side of the 

labor market, leaving then relatively unexplained how the demand side works or, in 

other words, how organizations recruit and select candidates (Brinton and Kariya 

1998; Fernandez et al. 2000).2 This aspect is actually quite an important component of 

the matching process since the way in which prospective candidates organize their job 

searches is strictly dependent on the type of recruitment and selection practices used 

by prospective organizations, as well as the interests and resources of the latter 

(Granovetter 1981; Marsden and Campbell 1990; Brinton and Kariya 1998). On the 

other hand, while focusing on the importance of the social embeddedness of job 

matching practices, these studies somehow seem to have left at the periphery of their 

attention the equally important role played by the institutional embeddedness (Brinton 

and Kariya 1998). Legal, social and cultural preconditions should indeed all be taken 

into consideration when analyzing the process of matching candidates with jobs, since 

they may all be fundamental in understanding how employers and employees find each 

other (e.g. through personal channels rather than using intermediaries or vice versa) 

and test their reciprocal fit (e.g. through interviews or psychological tests)(Marsden and 

Campbell 1990).  

Finally, it seems reasonable to point out that the studies focusing on the institu-

tional embeddedness of hiring practices have privileged the analysis of large and well 

                                                 
2 It should also be noted that, as emphasized by Fernandez et.al. (2000), the few studies on job 
matching practices dealing with the organization‟s side of the labor market, have almost exclusively 
been conducted from a theoretical point of view (e.g. Sørensen and Kalleberg 1981) while, for several 
different reasons, empirical studies have been rare (e.g. Marsden 1994; Fernandez and Weinberg 
1997; Petersen et al. 2000).  
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established organizations given their significant visibility, higher degree of bureaucrati-

zation and formalization, as compared to small organizations (Dobbin et al. 1993; 

Pugh et al. 1969; Blau and Schoenherr 1971). Moreover, it is believed that because 

many employment regulations target organizations with a certain minimum number of 

employees, small organizations are somewhat less affected by institutional pressures 

(Dobbin et al. 1993).  

Yet small and newly formed organizations need to deal with other relevant 

institutional challenges. In particular, start-ups in cutting-edge industries have to face a 

range of risks and challenges in the external environment in which they are embedded 

that differ from those usually encountered by more traditional organizations. For 

example, high-tech start-ups find themselves in the situation of having to create not 

only new products and new markets for selling such products, but also a whole new 

name behind this production (Aldrich and Fiol 1994). This leads to the fact that 

audiences in the institutional environment will at best use prudence in dealing with 

newborn organizations lacking legitimacy. Prospective executive candidates will relate 

with skepticism towards employers lacking a reputation and investors will be 

suspicious (if not reluctant) to fund organizations without even knowing who the 

executives are. As a result, how the survival of a high-tech start-up depends both on 

its ability to mobilize financial and human resources, as much as on its capacity to 

navigate across institutional frameworks is easily understood (Suchman et al. 2001). 

Among the activities that each start-up needs to tackle immediately, probably the 

most delicate and important one is that of building up an executive team as the surviv-

al of the new venture is dependent on this very choice. The executive team represents 

both the very soul of a high-tech start-up and its face out. Members of the team share 

an almost equal degree of responsibility and work in close contact as knowledge in-

tense industries usually require more skills than a single individual usually possesses, 

especially during the first years of their life (Gartner 1985).  

As with other organizational practices, choosing members of an executive team is 

also subject to external influences. For example, a start-up founder may need to con-

sider that a decision to produce certain products or expand towards certain markets 

requires the opening of certain executive positions. However, at the same time, he may 

be confronting certain industry standards or certain expectations from external au-

diences (e.g. the investors) that may require the opening of certain other positions (as 
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that of a Head of Marketing).3 Simultaneously, the candidate sought to be matched 

with the opened position may, from an internal point of view, need to have certain 

technical skills. However, the choice of a candidate possessing other types of achieved 

characteristics (as a Master in Business Administration) may be a forced choice, as it 

signals at the outset that the new start-up is aligned to the standards of its competitors 

and investors.  

Even when it comes to adopting recruitment and selection methods in order to 

find such a candidate, these choices may be constrained by external institutional re-

quirements (e.g. using an intermediary may signal that the start-up is striving for reach-

ing a certain degree of professionalization). 

An investigation focused on start-up hiring practices and on the role played by 

the institutional environment in shaping these practices therefore is a fruitful 

contribution to the sociological literature concerned with job matching dynamics. In 

particular, the goal of this present work is to address four fundamental questions: how 

does the process of matching-up candidates to executive positions in high-tech start-

ups take place according to key hiring actors? Which type and nature of considerations 

(e.g. economic, organizational, and institutional) are brought up by interviewees in 

order to justify and/or explain their choices and patterns of actions? Which type of 

national institutional environment mandates the type of matching-up practices? What 

conclusions can be drawn from an institutional theoretical point of view?  

In order to tackle these issues, two different institutional environments, namely 

Silicon Valley and Stockholm, have been chosen as the geographical target of the 

empirical investigation. Despite the recent emergence of similar phenomena around 

the world (e.g. Bangalore in India), Silicon Valley is still considered “the” cradle of 

high-tech start-ups and has for a long time been regarded as the ideal typical region in 

terms of entrepreneurial activity, innovation, and executive mobility (Saxenian 1996). 

On the other hand, Stockholm is the political and economic capital of Sweden, which, 

with its 9 million inhabitants, was recently ranked by the Global Innovation Index 

(GII) (Dutta 2010) as the second most innovative country in the world (after Iceland). 

                                                 
3 The masculine instead of the feminine is used here justified by the fact that the professional worlds 
examined in this work (the software industry, the venture capital industry, the boards, the executive 
teams, the start-ups) are populated by men. The same interviewees in the fieldwork, on which this 
analysis is based, use the masculine when speaking about key actors in the matching game. Conse-
quently, a more gender neutral approach would have been a misleading picture about this social reali-
ty.  
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Both being somehow front figures when it comes to innovation, Silicon Valley and 

Stockholm are however embedded in two national institutional environments 

presenting very different social, political, and legal preconditions.  

Obviously, industries in general, and even more so, cutting-edged ones in a glo-

balized economy, are widely influenced by an environment stretching far beyond na-

tional borders. However, only by pointing to the specific features of the local institu-

tional environment, it is possible to explain the unique character of certain organiza-

tional phenomena taking place in particular geographical areas, such as the very case of 

Silicon Valley testimony. Further, the chosen industry segment to which the start-ups 

under investigation belong, namely the software one, creates an opening towards the 

influence of possible global technical and institutional elements affecting organization-

al practices. As a matter of fact, the software industry and the innova-

tion/manufacturing related services (where software is a component) represents 80% 

of all immigrant-founded companies in the entire US (Wadhwa et al. 2007). This de-

monstrates that software professionals are particularly used to moving from one coun-

try to the other, often sharing common practices and following cultural scripts that 

overcome the barriers of nationality.  

Research Goal 

Based on 40 in-depth interviews conducted in Silicon Valley and Stockholm with key 

hiring actors and executives in software start-ups as well as in Executive Search Firms 

(ESFs), this study seeks to explore and understand the role played by the institutional 

context in the construction of matching practices of candidates to executive positions.  

Four are the main aims of the study. The first is to describe the different steps 

comprising the entire job matching process through the accounts of key hiring actors 

in Silicon Valley and Stockholm. Hiring actors in software start-up companies are 

represented by board directors, founders and investors. All these actors, with or with-

out the help of ESFs, try to form the most talented executive team capable of increas-

ing the chances of survival or expansion of a newborn venture. The second aim of this 

study consists of highlighting the type and nature of the argumentations that the actors 

use in order to justify their choices and patterns of actions. In particular, this second 

purpose has as a starting point the existing literature in which these argumentations 

have been broadly defined as economic, organizational, and institutional. The third 

aim of this work is to analyze the institutional argumentations used by the key actors, 
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by placing them into two specific geographical contexts, Silicon Valley and Stockholm, 

and by investigating the mechanisms through which specific national institutional 

pressures may influence the patterns of behavior of entrepreneurial actors, especially 

when recruiting and selecting candidates. National institutional pressures affecting en-

trepreneurial and job matching dynamics are those forces sustained by the actions of 

states, governments, universities, professional groups and cultural beliefs. Finally, the 

fourth aim is to use institutional theories of organization and assess their explanatory 

power when analyzing the dynamics of the matching game as emerging from the em-

pirical comparative investigation. These theories have been for a while accused of de-

focalizing the role played by organizational actors, overlooking concepts such as inter-

est and agency, and generally, presenting empirical analytical weakness when investi-

gating practices at micro-level. 

By fulfilling these four aims, the present study has as its goal offering two general 

contributions to the field of economic sociology. From an empirical standpoint, it in-

tends to disclose an organizational mechanism - the institutional embeddedness of 

start-ups recruitment and selection practices- that, though being extremely relevant 

both from an economic and a sociological point of view, is still quite unclear and to a 

certain degree understudied. From a more theoretical standpoint, this work aims at 

refining institutional theories of organization in light of the very empirical phenomena 

of executive hirings in software start-ups. 

Theoretical Framework  

The subfield of economic sociology, whose foundations can be found in the works of 

Durkheim, Marx, and Weber, saw its renaissance with Granovetter‟s seminal article on 

social embeddedness in 1985. In this work, the American sociologist challenged econ-

omists‟ approach to the study of economic phenomena as they basically presented the 

latter as operating in a social vacuum. Based on this critique, Granovetter then pushed 

forward the necessity of studying business relationships as immersed in their social 

context (Sørensen 2003; Smelser and Swedberg 1994). 

From that date, economic sociology could not only see a sort of rebirth in its sta-

tus among the general sociological literature, but it could also find a new raison d‟être: 

that of opposing its view of economic phenomena to the one presented by the rival 

discipline of economics (Fligstein 2002; Sørensen 2003; Zuckerman 2004). As striking-

ly expressed by Sørensen (2003: 536), “part of the appeal of economic sociology to 
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many sociologists is that it casts itself as an oppositional movement directed at the im-

perialist tendencies of some economists and at economics in general.”4 This “appeal” 

has been recently considered quite dangerous because of its conducing to the risk of 

overlooking the limits of theories belonging to one discipline while neglecting valuable 

research in the other discipline (Zuckerman 2004). In other words, and especially 

when analyzing phenomena as complex as those happening in labor markets, both 

economic and sociological approaches “have serious limitations unless there is a ge-

nuine engagement across the disciplinary divide” (Fernandez et al. 2000: 1352). 

Following this suggestion, and shifting the theoretical focus to the analysis of job 

matching dynamics of candidates to executive team positions in newly formed ven-

tures, the basic assumption is that only cross-fertilization among disciplines can dis-

close the many dimensions of a phenomenon that lies at the crossroad between eco-

nomics and sociology. This assumption is most of all justified by the many and impor-

tant contributions that scholars in both disciplines have produced in the last decades 

on both entrepreneurial and job matching dynamics. By overlooking a part of these 

contributions, a cone of shadow is generated on the object under investigation, leaving 

outside the analysis elements which may be crucial in order to fully understand the 

entire matching process.  

Scholars in economics and management studies have focused, for instance, on 

the important relationship between venture capitalists (VCs) and founders in start-ups, 

shedding new light on the very first executive recruitment in a start-up, that of the 

Chief Executive Officer (CEO). Drawing on agency theory, many studies have por-

trayed the VC-founder relationship as one of an agent-principal type. VCs try to control 

several risks arising from the possibility that the founder will behave opportunistically 

or arising from the uncertainty about the behavior of the latter (e.g. Sapienza and Gup-

ta 1994). In order to control for this uncertainty, VCs often recruit a new CEO thus 

removing the founder from this very position.  

Other economic theories, such as transaction cost analysis, have stressed the cost-

efficiency calculations that many organizations undertake when choosing between formal 

                                                 
4 Consequently, economists and sociologist have continued to address critiques to each other. Econ-
omists‟ contributions have been most often criticized by sociologists for being “sterile models,” i.e. 
for offering a theoretical, static, and under-socialized vision of business phenomena. In their turn, 
sociologists‟ contributions have been censured by economists for being “dirty hand” empirically 
grounded investigations, where in the end “values, attitudes, and behavior [are considered] as fluid 
and changeable” (Hirsch et al. 1987: 322). 



8 

 

and informal hiring methods, choosing for example to recruit candidates through per-

sonal networks because it is considered less expensive that using a professional inter-

mediary such as an ESF (e.g. Williamson 1994). Other theories in labor economics, e.g. 

human capital, signaling, and statistical discrimination theories have brought up important 

disclosures as to the mechanisms surrounding employers‟ way of thinking, in particular 

when evaluating candidates achieved characteristics (as education and experience) or 

ascriptive ones (as sex, age and country of origin) (e.g. Becker 1957; Spence 1973; Ar-

row 1973). Further, when analyzing the external environment in which organizations 

in general are embedded, scholars in strategic management and resource dependence 

theories have emphasized the importance of the external task or technical environment of 

organizations as presenting material challenges (availability of financial and human re-

sources; customer requests, and competitor behavior) that start-ups have to take into 

consideration when planning which candidate to look for (e.g. Dill 1958).  

On the other hand, sociologists have contributed to a better understanding of job 

matching practices by forging important concepts such as that of social capital and trust, 

i.e. underlying mechanisms that may account for the search of executive candidates 

not only based on the human capital possessed by the latter but also on his networks 

of colleagues and friends or on personal qualities, representing an equally important 

type of resource (e.g. Bourdieu 1986). Concepts such as that of homophily have moreo-

ver contributed to the understanding of mechanisms of interpersonal attraction and to 

the explanation of why employers may have a tendency to hire people similar to them-

selves (e.g. McPherson et al. 2001). Further, sociologists have emphasized, just as econ-

omists, that the choice of certain informal methods of hiring can actually be the result 

of cost-effective calculations, e.g. hiring through networks may constitute both a time- and 

money-saving method (e.g. Granovetter 1973). Other important sociological contribu-

tions have shed light on the fact that certain methods of recruitment and selection may 

be influenced by the size of an organization as well as its degree of bureaucratization (e.g. 

Blau 1972). Last but not least, sociologists, like economists but using a different pers-

pective, have emphasized the important role played by institutions in affecting organi-

zational practices in general and hiring practices in particular (e.g. Dobbin and Sutton 

1998). 

Because the present study aims at emphasizing the importance of the institutional 

dimension surrounding start-ups, particular attention is devoted to institutionalism as a 

theoretical approach inside the discipline of economic sociology. Despite this empha-

sis, it is not redundant to emphasize again that the previously mentioned social and 
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economic mechanisms cannot be overlooked in order to understand the many aspects 

that, besides that of the institutional embeddedness, compose a complex phenomenon 

such as that of hiring practices in newly formed ventures. Relationships between these 

social and economic mechanisms (and related theories) along with the institutional 

ones may also shed light on the limits and strengths of institutional theories when used 

to explain organizational hiring practices, constituting the theoretical goal of my inves-

tigation.  

Institutional approaches to the study of societies in general date long back in the 

history of sociology, at least to the works of Marx, Durkheim, and Weber. However, it 

is with Selznick that the connection between institutionalism and organizations began 

its real theoretical journey (Scott 2001). According to Selznick, who heavily drew on 

Merton when developing his conception of institutional processes, institutionalization 

is a phenomenon that affects organizations over time so that they become “infused 

with value beyond the technical requirements of the task at hand” (Selznick 1957: 16). 

In other words, Selznick drew attention to the emergence of repetitive patterns of sta-

bility shaped by the characteristics of the participants of an organization as well as by 

external constrains. Once these elements influenced organizations with a particular set 

of values, the organization acquired a distinctive structure and identity that, in order to 

be preserved, required considerations and efforts that went beyond instrumental utility 

(Scott 2001). This early vision of institutionalization was followed by a newer one that, 

under the name of “new institutionalism,” started to spread in the late 70ies with the 

purpose of emphasizing the most cognitive character of institutionalization by point-

ing at the taken-for-granted qualities of institutions.5  

In particular, Meyer and Rowan (1977) claimed that organizational structures and 

practices mirror the rationalized myths of their institutional environment more than 

the demands of their work activities. These myths, scripts or shared understandings, 

develop through social interaction and take on a rule-like status, thus becoming taken-

for-granted by organizations. Shared understandings result in certain organizations 

having to perform given activities and to look in a certain way. For example, the open-

ing of a specific executive position or the recruitment of an executive candidate with 

particular credentials, often is performed by organizations regardless of real functional 

                                                 
5 The new institutionalist approach to the study of organizations followed different patterns of de-
velopment in different disciplines so that nowadays, one can speak of different new institutionalisms 
in economics, in political science and in sociology, centered on different focal points. In the present 
study only the new institutionalism in sociology is considered (Hall and Taylor 1996).  
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needs but simply because of taken-for-granted assumptions of how an executive team 

should appear.  

Often shared understandings are supported and spread by legal, professional and 

scientific authorities: “The stronger the rational-legal order, the greater the extent to 

which rationalized rules and procedures and personnel become institutional require-

ments” (Meyer and Rowan 1977: 347-348). For example, when it comes to hiring 

practices, usually the latter become trusted, and institutionalized, procedures because 

they follow legal mandates, as in the case of equal opportunity laws. Organizations 

adhering to institutional requirements, such as legal regulations, gain societal support 

and thereafter legitimacy (Meyer and Rowan 1977).  

The concept of legitimacy is one of the main cornerstones of new institutional 

theory. The first new institutionalists, however, did not really elaborate a proper defi-

nition of legitimacy but emphasized that by gaining legitimacy, organizations “increase 

their resources and chances of survival” (Meyer and Rowan 1977). This means that 

customers, investors and other audiences will award their support to those organiza-

tions reflecting institutionalized myths (as for example that of hiring an executive with 

certain educational credentials). 

This first version of legitimacy incorporated somehow a strategic dimension that 

successively will be abandoned by the dominant new institutional theory, where the 

most cognitive aspects of legitimacy will prevail (Suchman, 1995). Following this more 

cognitive approach, Scott (1995: 45) defines legitimacy as being “not a commodity to 

be possessed or exchanged but a condition reflecting cultural alignment, normative 

support, or consonance with relevant rules or laws.”  

Another central concept coined by new institutionalists for understanding the 

spreading of scripts and social understandings is that of organizational field (DiMaggio 

and Powell 1991). Fields are composed by “those organizations that, in the aggregate, 

constitute a recognized area of institutional life: key suppliers, resource and produce 

consumers, regulatory agencies and other organizations that produce similar services 

and products” (DiMaggio and Powell 1983: 148). The composition of an organiza-

tional field cannot be established theoretically but has to be constructed upon empiri-

cal analysis. The latter is also required in order to display the dominant institutional logic 

distinctive for a specific organizational field (i.e. a taken for granted social prescription 

that guides the behavior of the members in a field) (Thornton 2004). 

The concept of an organizational field further offers the possibility of bridging 

single organizations and their routines with wider external structures and processes, 
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thus contributing to the building up of a meso theory capable of establishing connec-

tions between micro and macro levels of analysis (Fligstein 2001). Finally, the concept 

of field constitutes a way to overcome distinctions and overlaps (and consequent de-

pendency vs. independency issues) by considering under the same conceptual roof 

both technical and institutional aspects of the external environment of organizations 

(Scott 1998). The immediate area surrounding an organization, its technical environ-

ment, is considered by new institutionalists as empowered and constrained by institu-

tional forces. In this way, the possibility of measuring the type and amount of uncer-

tainty or dependency that organizational actors have to meet in their technical envi-

ronment is introduced (Scott 1998).6  

New institutionalists, however, acknowledge that some industries can be subject 

to technical and institutional pressures with different degrees of intensity (Scott 1998). 

For example, high-tech organizations, because they are continuously confronting 

strong demands of sophisticated products, have as a major concern that of competing 

effectively in the marketplace. Other organizations, such as schools, may feel a strong-

er pressure in conforming to professional standards or legal requirements. However, 

as to the topic of hiring practices, all organizations have to respond to legal require-

ments (as employment laws) and professional standards (as to how a human resource 

department or a labor intermediary has to behave). The above presented conception 

of fields draws in particular on the work of Bourdieu (1984). However, while Bourdieu 

depicted fields as contexts for conflicts and struggles among powerful actors (or, ac-

cording to his terminology, “agents”), in the beginning new institutionalists saw fields 

as uncontested and characterized by the almost unconscious convergence of field 

members toward isomorphic organizational models.  

More recently, Powell (2007: 1) stresses that the emphasis put by the first new in-

stitutionalism on the importance of cognitive and cultural institutional models in shap-

ing organizational behavior, was in the beginning “vague” when it comes to the dy-

namics through which “culture and history cemented the social order and constrained 

organizational choices.” In the same vein, Westenholz et al. (2006: 889) maintain new 

                                                 
6 As expressed by Scott (1998: 27, drawing on DiMaggio 1986): “the identification of disembodied 
dimensions of resource environments is not very helpful because it treats all organizations as though 
they were in identical or similar positions in the environment, whereas organizations in the same 
environment [e.g. software start-ups] may face quite different circumstances depending on their spe-
cific locations [e.g. Silicon Valley instead of Stockholm]. Most of all it does not specify which particu-
lar other actors are causing the uncertainty or creating this dependency.” 
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institutional theory in the beginning substituted “the invisible hand of the market with 

the invisible hand of the culture, the main difficulties being to overcome both the sub-

jugation of the actors to institutions and the explanation of how organizational actors 

coordinate their actions.”  

Well aware of such difficulties, many attempts have been made by institutional 

scholars through the years to re-focus on mechanisms at the actors‟ level and then to 

circumvent the problem of envisioning actors as “cultural dopes” dominated by insti-

tutions (Fligstein 2001). Many contributions in particular have emphasized that initial-

ly, neglected concepts as interest strategy, and agency, if rephrased, could help to under-

stand both how actors respond to institutional pressures and how they organize their 

actions inside organizations as well as inside fields (DiMaggio 1988; Fligstein 1997; 

Oliver 1991; Beckert 1999). Several studies underline in this direction the notion of 

institutional entrepreneurship as a result of interests and strategic action and therefore con-

sider the existence of self-interested actors aiming at creating or changing present in-

stitutional arrangements (DiMaggio 1988).  

The problem of an institutionalist approach, however, is represented by the fact 

that as actors are influenced by institutional frameworks, they may have difficulty in 

acting strategically without having their actions and interests affected by these same 

institutions they aim to change. This problem has been labeled the “paradox of em-

bedded agency” (Holm 1995). In order to try to overcome this paradox, it is necessary, 

as proposed by Battilana (2006), to understand the dialectical nature of the relationship 

between institutions and human agency, as also explained in DiMaggio and Powell‟s 

Introduction to their seminal work The New Institutionalism in Organizational Analysis 

(1991). Institutions, according to these authors, do not merely constrain human agency 

but they are themselves the product of human agency (DiMaggio and Powell 1991). 

This means that organizational practices have to be analyzed as both influencing and 

influenced by institutional frameworks.  

Some authors have therefore suggested that a more complete approach to orga-

nizational practices, how they are created and changed, requires attention to the action of 

single organizational actors at the field-level. Only by focusing on the micro-

organizational level of analysis can agency be explained in institutional theory. There-

fore there is a need for conducting more empirical investigations capable of disclosing 

enough empirical details inside an organization; only in this way, is it possible to ex-

plain how intra-organizational processes and logics of organizational actors inform 

practice and activity (Lounsbury 2008).  
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Subsequent research, in the perpetual attempt to explain how agency may be pur-

sued by actors so influenced by institutions, has somewhat challenged the notion that 

organizational fields are characterized by a unique type of institutional logic. As a mat-

ter of fact, at times fields are characterized by “cultural differentiation, fragmentation 

and contradiction” giving rise to different and sometimes overlapping logics characte-

rizing different institutional orders or sectors (e.g. markets, corporations, professions, 

states, families and religions) (Thornton 2004). Institutional entrepreneurs may there-

fore take advantage of these contradictions in logics in order to bring change.7 

In the same vein, another interesting and valuable line of work proposes looking 

at the different dimensions comprising a country‟s institutional environment (regula-

tive, normative and cognitive) in order to understand how agency and institutional en-

trepreneurship may be achieved. Uncertainty created by fragmentary and confusing 

messages emanating in one dimension (e.g. the regulative one) of the institutional envi-

ronment may trigger strategic responses of actors operating in other dimensions, e.g. 

the normative one, of the institutional environment (Dobbin and Sutton 1998).  

This empirical analysis of start-up hiring practices takes on Dobbin and Sutton‟s 

suggestion of studying the institutional environment in which these organizations are 

embedded by looking at its different dimensions and the way in which it affects orga-

nizational actors. In order to do this, a further explanatory tool shaped by DiMaggio 

and Powell (1991) and further developed by Scott (2001) has to be introduced. These 

three authors in particular define institutions as composed and sustained by three main 

components (or “dimensions” or “pillars”): regulative, normative, and cultural-cognitive. In 

their turn, these three components act through specific types of control mechanisms, 

coercive, normative, and mimetic respectively.  

The regulative pillar rests on those regulatory processes, such as laws and other 

governmental actions, that have “the capacity to establish rules, inspect others‟ con-

formity to them, and, as necessary, manipulate sanctions... in an attempt to influence 

future behavior” (Scott 2001: 52). The basis for compliance underlying this pillar is 

expedience, the mechanism is coercive, and the basis of legitimacy is legally sanc-

tioned. The normative pillar rests instead on those “normative rules that introduce a 

prescriptive, evaluative and obligatory dimension into social life” (Scott 2001: 55). 

                                                 
7 On the opposite side, other scholars suggest that strategic action is more likely to occur in relatively 
highly institutionalized organizational fields where uncertainty is lower and the need for the persis-
tence of obscure, stable, predictable institutionalized rules and norms is thus reduced, rendering ac-
tors more likely to engage in strategic action (Beckert 1999). 
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Usually this pillar is connected with the role played by professional groups and cultural 

institutions, as for instance universities. Here the basis of compliance is social obliga-

tion, the mechanism is normative, and the basis for legitimacy is moral. Scott (2001) 

emphasizes that sometimes the regulative and normative dimensions can support each 

other, particularly when regulative rules are legitimated by a supporting normative 

framework.  

Moreover, DiMaggio and Powell specify that the regulative and normative as-

pects of institutions are “the products of human design and the outcomes of purpo-

sive action by instrumentally oriented individuals” (DiMaggio and Powell 1991: 8). 

This origin of the regulative and normative components means then that there may be 

a possibility for strategic action or deviance, in particular when actors offer resistance 

to these two particular pressures because they believe that following them it will not 

be in their interests (Hirsh 1997). Finally, the cultural-cognitive pillar is based on those 

taken-for-granted rules where the basis for compliance is shared understandings, the 

underlying mechanism is mimetic, and the basis for legitimacy is cultural support. The 

cognitive pillar is very different from the other two, as it works with “no questions 

asked and without deviation.” Thus taken for granted beliefs should be resistant to 

change and do not trigger strategic action (Hirsch 1997). 

In analyzing the way in which key actors in software start-ups are institutionally 

influenced when matching candidates to executive positions, one of the theoretical 

points of departure is that institutions rest on three different dimensions. The way in 

which the latter affect organizations may be of importance for understanding how ac-

tion is triggered and practices are created in fields. The other point of departure, as 

already emphasized above, is that only by not excluding other possible concomitant 

economic and organizational mechanisms can one not only reach a comprehensive 

understanding of the empirical phenomena under investigation, i.e. the matching 

process of candidates to executive positions in start-ups; a contribution to the further 

refinement of the new institutionalist approach to organizations can also be offered. 

Data and Method 

The empirical research underpinning the analysis of this work is built upon two field-

works conducted in Silicon Valley and Stockholm, respectively, during the period 

2005/2006 and 2007/2008. Each fieldwork encompasses twenty in-depth interviews 

with board directors, founders, VC/business angels, executives, and ESFs recruiters. 
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Before providing further information as to the interviews, certain definitions should 

be clarified as to the targeted organizational actors and their industries.  

Certain Definitions Concerning Start-up Actors and their Industries  

It is very difficult to find in the entrepreneurial literature a commonly accepted defini-

tion of those characteristics that are needed for a venture in order for it to qualify as a 

“high-tech start-up.”8 Distinctive elements for such companies however seem to be 

represented by a limited operating history (usually less than 10 years), a phase of de-

velopment, a vision for growth, a risk taking attitude and the search for new markets 

(Nesheim 2000; Burgel and Murray 2000). The main goal of these newborn companies 

typically is that of growing into a substantial firm with 50 or more employees within 

5–10 years, usually with the help of external equity financing (Wetzel and Freear 

1996).9 As to software start-ups specifically, these are organizations developing various 

kind of programs for operating computers and related devices. Software is often di-

vided into application software (programs designed for end users) and system software 

(operating systems supporting application software) (Cusumano 2004).10  

The founder or entrepreneur is the heart and soul of a high-tech or software start-up 

(Wasserman 2008).11 The term “entrepreneur” derives from the French verb “entre-

prendre” which means to undertake, to initiate, to begin something. Entrepreneurs 

can be distinguished from small business owners by their having a venture strategy 

oriented toward growth and innovation, while they may be distinguished from manag-

ers for their risk bearing attitude (Carland et al. 1988). Although some software found-

ers might possess business knowledge, usually the most important skill required by 

these actors is that of understanding the more technical aspects of a product or service 

(Roberts and Berry 1985). This is the reason why in the majority of cases, founders in 

                                                 
8 In the present work, the terms start-up and newly formed entrepreneurial venture are used synonymously. 
9 It is calculated that the chances for an entrepreneurial vision to become a successful company that 
goes public are 6 in a million, while fewer than 20% of all founded high-tech start-ups go public. On 
average, a VC finances only 6 out of every 1000 business plans received every year and own 60% of a 
software start-up and 70% of a high-tech start-up by the time they go public. Bankruptcies usually 
strike 60% of the high-tech start-ups that succeed in getting venture capital (Nesheim 2000).  
10 The software technology “consists of a digital „soft‟ good-usually composed of English-like pro-
gramming commands eventually translated into zeros and ones-that provide instructions to a com-
puter. These instructions form products that companies can standardize for many users, customize 
for individual users or do something in between users” (Cusumano 2004: 1). 
11 In this work the terms founder and entrepreneur are used synonymously. 
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the high-tech and software industry are usually engineers or computer scientists or, 

when not having achieved a formal university degree (a well-known case is for in-

stance Bill Gates), have acquired equivalent knowledge through experience. 

Many are the examples of founders in the high-tech and software world who 

started their ventures with personal funds or with the help of family and friends (Li-

vingston 2007). However, sooner or later entrepreneurs are forced to go through a 

type of venture capital financing, as bank financing is considered an impossible me-

thod for many founders, in particular due to their lack of security and/or personal 

loan guarantees (Van Osnabrugge 2000). It is true that governments in many countries 

distribute non-repayable grants in order to encourage start-ups; however public agen-

cies might require a long procedure before providing these founds, a time consuming 

element which is usually difficult to combine with the high-pace characterizing in gen-

eral the software industry (Bosma et al. 2008).  

For these reasons, founders often turn to private forms of loans. Usually in the 

very first phase founders get “seed” financing by business angels or angel investors. These 

actors are wealthy individuals investing their own money in the founders‟ ideas in re-

turn for a shareholding in the company and a position on the board of directors. In 

the US, this is the largest single source of risk financing for entrepreneurial firms, ex-

ceeding the institutional venture capital industry. Since business angels enter in at such 

an early stage, they often invest only based on a vision or a prototype, i.e. without hav-

ing received any feed-back from the market. However, business angels usually invest 

in industries they know, providing their expertise and knowledge to founders (Mason 

and Harrison 1996). 

As for VCs these actors provide financing in the form of risk capital: they invest 

a large sum of money in products that have a high potential in a market that is grow-

ing but, at the same time, also has a competitive edge. VCs usually invest in start-ups 

that already have a relatively developed software product and some early sales. Besides 

the funds, VCs offer assistance by mentoring and helping to form the executive team 

(Gompers and Lerner 2001). VCs work in VC firms that have the partnership legal 

form; in the US the most popular structure is that of limited partnerships, where insti-

tutional investors enter into an agreement with a VC firm in which they become li-

mited partners while the senior managers of the VC firm act as general partners (Ro-

senberg 2002). The lifetime of such a partnership is generally 10 years; during that 

time, the limited partners, as a condition of their limited liability status, are expected to 

refrain from any active role in the management of their investments. Usually limited 
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partners provide 99% of the capital while the general partners provide 1%. When it 

comes to capital gains, usually the general partners are allowed 20% of the profits, 

while the limited partners 80%. Moreover, the general partners usually receive an an-

nual management fee, which runs between 1 and 3 % of the total capital committed to 

the VC firm (Rosenberg 2002).  

The first responsibility of the VC firm is the screening of project proposals; this 

process is quite critical, since often outsiders like the VCs (at least at this stage) do not 

have full knowledge as to the situation of the project and as to the firm seeking finan-

cial support (especially if the latter is not yet publicly traded), knowledge usually only 

possessed by the founder or CEO applying for financing. For this reason, in order to 

operate a successful investment, VCs must in this phase operate with a high level of 

due diligence and a careful monitoring of the applicant firms (Kaplan and Stromberg 

2001).  

Once the firms have been granted financial support, VCs will usually start to play 

an active role in them: VCs will sit on the board of directors and play a central role 

both in recruiting key actors and in firing them. In other words, once financed by VCs, 

the firm will testify to their large involvement both in the day-to-day activities and in 

the more long-run strategic choices. As to this power of control of the VCs upon the 

financed firm, one should also keep in mind that the financial support is usually 

staged-based, i.e. the firm will not receive a total amount but only enough financing to 

allow it to reach the next stage. Several authors stress the use and optimality for VCs 

of staging financing in several rounds (e.g. Gompers 1995; Bergemann and Hege 1998). 

This practice encourages entrepreneurs to deliver continuous results in order to obtain 

more funds, while giving VCs the possibility to stop their financial support if the goals 

are not met (Bergemann and Hege 2003). Usually these financing stages correspond to 

the stages of development of a start-up, with practitioners typically distinguishing be-

tween at least three stages of development, e.g. early stage, expansion stage and later 

stage (Giot 2007). Some authors however individuate as many as 14 key stages from 

the idea to the initial public offering (IPO) (Nesheim 2000).12 

VCs sit on the board of directors together with the founder, the CEO and often 

some experienced outside directors with a deep knowledge of the industry (Boeker 

and Wiltbank 2005). Board members are usually compensated through options, par-

                                                 
12 An IPO is the initial sale of publicly traded stock shares in a company that previously was owned 
privately. An IPO is also sometimes known as “going public.”  
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ticularly before the company becomes profitable. From a legal point of view, the 

board of directors has the function of protecting the interests of the company‟s em-

ployees, customers, suppliers, creditors, and shareholders; from a business perspective, 

the board operates as the supervisor and advisor of the CEO. Actually, one of the 

most important functions played by the board is the choice of CEO, while it is up to 

the latter to pick the other members of the executive team (Lynall et al. 2003). It 

should be considered, however, particularly in the early stages of the start-ups, that 

often one of the main functions of the VCs is, in addition to investing their money, to 

help the founder build the executive team.  

Each start-up is based on a core team of executives where the founder/s in the 

beginning is the leader and the rest of the members are gradually added as the start-up 

develops (Boeker and Wiltbank 2005). Besides the position of the CEO, start-up 

teams usually require the addition of a Chief Technical Officer (CTO), a Chief Finan-

cial Officer (CFO), a Vice-President (VP) of Sales and a VP of Marketing (sometimes 

called Chief of Marketing Officer, CMO) (Nesheim 2000). Often, when referring gen-

erally to the members of this team, the expression CxO is used, where the x is a varia-

ble for the type of function for which the chief officer is in charge. The CEO is the 

leader of the team and responds directly to the board, while the rest of the team re-

ports to the CEO. Despite these formal hierarchical relations, in reality high-tech start-

ups have normally a pretty flat structure since the work in the team is so important (in 

particular at these early stages of the venture) and therefore great chemistry among the 

entire team and sometimes a jiggling among positions (rather that a strict vertical 

structure) are necessary (Gartner 1985).  

When starting the search for a CEO or CxO, the actors responsible for the hiring 

may choose to get the help of an ESF. ESFs are management-consulting firms whose 

primary task is to help organizations in identifying, attracting, and referring qualified 

candidates for important executive, managerial, and technical positions (Khurana 

2002a). Besides their specialization in the recruitment of senior management and di-

rectors, ESFs most significantly differ from other employment and recruiting firms for 

their private-sector focus, diverse industry experience, and retainer-based fees, i.e. an 

exclusive contract is signed with only one ESF whose work is to identify and present 

candidates to fill the vacant position. The retained recruiter charges expenses and a 

fee, the latter customarily equal to one-third of the candidate‟s expected first-year 

compensation (Khurana 2002a). Finally, ESFs are considered to be actors in a quite 

unique type of the labor market since the latter is characterized by having a small 
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number of candidates, with high risks at stake, including the professional reputations 

of the actors involved in the recruiting process (Khurana 2002a; Finlay and Coverdill 

2002). 

Contextualizing the Interviews  

Geographically, the interviews in Silicon Valley were performed in the areas of Cuper-

tino, Redwood City, Menlo Park, and Palo Alto; the interviews in Stockholm were 

conducted in different parts of that city, with the VCs and the ESFs always having of-

fices placed in the city center while the founders and CEOs had offices in different 

areas (Kista and the city center).  

During the time in which the interviews were performed, high-tech entrepre-

neurial activities were in a period of expansion in Silicon Valley, calculated at a higher 

rate than during the dot.com boom of the 90ies (Fairlie and Chatterji 2008). This is 

explained by the fact that former executives could found interstitial business oppor-

tunities and become founders in a market where many start-ups had been forced to 

close their activities. At the same time, skilled professionals, dismissed by many large 

corporations during the dot.com crash, were now easier to recruit (Fairlie and Chatterji 

2008). As for Stockholm, it is difficult to produce an exact comparative picture as to 

the technological entrepreneurial activities before and after the dot.com crash, both 

nationally and regionally. However, a situation similar to that experienced in Silicon 

Valley also characterized Sweden, with some differences due to the national propensity 

towards entrepreneurial activities (Lindholm Dhalstrand 2007).  

As a matter of fact, the Global Entrepreneurship Monitor (GEM) shows data 

making it possible to compare the US and Sweden during the period of the interviews 

when it comes to the rates of general entrepreneurial activity and institutional support 

for these activities. Through the years 2004-2008, the Global Entrepreneurship Moni-

tor (GEM) offers a consistent picture of the very different entrepreneurial spirit of the 

populations in these two countries.13 Taking 2007 as a year of reference, we find that 

the population engaged in setting up or running a business in that year was 8.8% in 

Sweden compared with 14.1% in the US. In particular, Sweden had a very low percen-

tage of the population (1.9%) involved in “nascent entrepreneurial activity,” not only 

                                                 
13 The GEM is an annual assessment and review of entrepreneurial activity and entrepreneurial per-
ceptions in countries participating in the project, published by Babson College and London Business 
School. Available at http://www.gemconsortium.org/ (last accessed August 21, 2011). 
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compared to the US (6.5%) but also in relation to the rest of the other high-income 

countries, whose average was 3.7%.14 Even when it comes to “early stage entrepre-

neurial activity,” that is the measure of people actually involved in start-ups, Sweden 

was in the last position of the ranking, showing a percentage of 4.2% compared with 

the US, ranked among the first of the Western developed countries with 9.6% of the 

entire population (Bosma et al. 2008).  

Despite this low propensity toward entrepreneurship, the Global Innovation In-

dex (GII) for the years 2007 to 2008 shows another aspect of Sweden, as a country 

with a high engagement in innovative activities. In particular as to the years 

2007/2008, Sweden was ranked as third as one of the most innovative countries in the 

world. The US during that same period was in first place (Dutta 2009). Most impor-

tantly, Sweden scored very high when it comes to institutions nurturing innovation 

(through the regulative action of the state) and the formation of high skilled profes-

sionals (through the normative action of the university). For the US, institutional sup-

port to innovative business from a regulative point of view does not register as equally 

high. However, the formation of skilled professionals, through the influence of 

worldwide famous universities, makes this country the first in the world as to innova-

tive human capacity (Dutta 2009). 

Innovation is not necessarily fostered in start-ups but may be equally, and some-

times more easily, pursued in larger and more mature companies. This suggests that 

Sweden, compared to US, has probably developed a structure where professionals 

more than producing innovative products in start-ups perform these activities in large 

companies. At the same time, it suggests the existence of a skilled pool of profession-

als in cutting-edge industries ready to work for companies creating innovation. Fur-

ther, these data point at a friendly and supportive institutional environment surround-

ing innovative businesses, as software organizations, in Sweden as in US. However, 

the different entrepreneurial spirits of the countries may constitute a different type of 

institutional atmosphere for the life of founders and their start-ups, specifically when 

establishing their activities and recruiting talents for building their executive teams.  

                                                 
14 In this group of high-income countries, 23 countries were represented: Austria, Belgium, Den-
mark, Finland, France, Greece, Hong Kong, Iceland, Ireland, Israel, Italy, Japan, the Netherlands, 
Norway, Portugal, Puerto Rico, Slovenia, Spain, Sweden, Switzerland, United Arab Emirates, the 
United Kingdom, and the United States (Bosma et al. 2008).  
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Sampling Procedure  

The sampling procedure followed in the present study endorses a chain-referral method or 

snowball sampling. This type of method is generally used for sampling hidden popula-

tions and is suitable when the individuals belonging to this type of population know 

each other and are densely interlinked (Heckathorn 2002). 

Although software start-uppers cannot be said to properly constitute a hidden 

population, they are certainly less visible than professionals working in larger organiza-

tions, due in particular to the more informal premises and young history of the organi-

zations to which they belong. Furthermore, when it comes to ESFs and VCs, the topic 

of executive hunting may be regarded as subject to a high level of confidentiality, con-

sidering in particular the degree of competition among these firms for attracting the 

best talents. As a consequence, an official approach with actors representing these in-

dustries can often be difficult to initiate. It did not then come as a surprise when, in 

the beginning of my fieldworks, a first and formal attempt through letters and e-mails 

did not produce any result as to the approaching of these actors. For this reason, a 

chain referral sampling was instead undertaken.  

The chain-referral sampling usually begins with a set of initial individuals who 

serve as seeds for an expanding chain of referrals, where individuals from each wave 

refer to individuals of the subsequent wave. The best known form of chain-referral 

method is the snowball sampling (Goodman 1961). The seeds drawn randomly from 

the population provide researchers with the names and contact information of other 

potential candidates for the interviews; the researcher then selects a fixed number of 

names from each list. Frank and Snijders (1994) recommend not only selecting a very 

diverse set of initial subjects; they also vouch for following only a single wave, in order 

both to maintain the diversity of the initial sample and to elude the biases that would 

arise from multiple waves. In particular, Klovdhal (1989) and his random walk approach 

suggests limiting the number of referrals to one and the number of waves to three. 

Following the recommendation of Snijders and Klovdhal, I started the Silicon 

Valley fieldwork activating three different waves. These waves departed from three 

subjects encountered in very different circumstances. The first person was a start-up 

founder, incidentally met in a local hardware store at Palo Alto; the second person, a 

business lawyer, met during a conference on entrepreneurial phenomena at Stanford 

University; the third person was an executive and met through a Scandinavian orga-

nized network of high-tech professionals, located in Silicon Valley. In Stockholm, the 

three waves started through an acquaintance working in the venture capital industry in 
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London, and two university colleagues at Stockholm University, active in different de-

partments. 

The chains were generated by individuals who did not take part in the interviews 

but only played the role of gatekeepers. The referrals were limited to one for each in-

terviewee and they targeted people active in different professional groups. For exam-

ple, a founder was asked to give the name of a VC, the VC was invited to give the 

name of an ESF recruiter, the ESF recruiter was asked to give the name of a CEO, the 

CEO was asked to give the name of a CxO, a CxO was asked to give the name of a 

director. Moreover, the start-up actors were always invited to provide the name of a 

person who did not work in their same company. This differentiation was done in or-

der to avoid the overlapping of the same organizational or professional cultural stan-

dards as the latter were considered important in measuring how the institutional envi-

ronment, through logics fostered in professional groups or specific organizations, 

might affect the argumentations of the interviewees when reasoning around their re-

cruitment and selecting choices.  

Efforts were done in order to build up institutionalized groups (directors, VCs, 

founders, executives, ESF recruiters) of equal size. However, when starting the sam-

pling, I realized immediately that many actors belonged to more than one group inside 

a start-up (e.g. founder or VC and director) or also outside of it (e.g. director and uni-

versity faculty member). Further, many were the actors with multiple past professional 

experiences (e.g. a VC being former founder or executive). This bias is detectable in the 

interviews when respondents often turn to their past experiences as members of a dif-

ferent institutionalized group. Although in the beginning I regarded this issue as pos-

sibly constituting a problem from an institutional point of view, after the first inter-

views I saw this situation as an opportunity to get a closer insight into the different 

career patterns, in the two geographical areas, thus creating the opportunity of under-

standing how these patterns might differently influence the way in which actors inte-

ract with each other.  

A further element I considered as positive for my research was that several start-

up actors had previous working experiences in large companies or in different coun-

tries. This provided a further insight, through comparison, of the very characteristics 

of start-ups hiring as well as national variations. Another very interesting feature re-

garding the composition of these targeted groups was that in the Stockholm field-

works, the VC sample almost covered the entire population of VCs involved in the 
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boards of software start-ups, considering the fact that often one VC sits in the board 

of several start-ups.  

I further sought to create a balance in the groups when it comes to three ascrip-

tive characteristics: age, sex and country of origin. This was done in light of the fact 

that actors possessing different ascriptive characteristics are members of different so-

cial groups and therefore are the carriers of different cultural beliefs creating a diversi-

fication or an overlapping in logics. The most difficult balance to achieve in the sam-

ple was that between male and female interviewees from the side of the actors work-

ing in start-ups. This is due to the fact that the software industry is usually dominated 

by men (Arun and Arun 2001). Even when it comes to the age of the interviewees, 

there is a difference between the Silicon Valley and Stockholm samples, the first one 

constituted by somewhat younger interviewees. This however seems to reflect the Sili-

con Valley high-tech and start-up population, as later on emphasized by the same in-

terviewees. Even when it comes to the country of origin, the Silicon Valley sample is 

more diverse than the Swedish one, this being as well a reflection of the international 

population of high-tech professional in the region.  

The start-ups in which the chosen interviewees worked had an operating history 

that varied from 1 to 10 years. Ten years was considered as a fairly exceptional case 

and usually denoted a history of financial turbulence. The number of employees in 

these start-ups varied between 6 to 50. Even when it comes to the ESFs and venture 

capital firms to which interviewees belonged, these varied in size and age, with an ESF 

in Stockholm being itself a newly founded start-up.  

A first contact was established with the suggested professional by e-mail through 

a standard letter of presentation with reference to the person who had recommended 

the interviewee. A further e-mail or telephone call followed to establish where and 

when to perform the interview. Responses by the side of the contacted persons varied 

with a general initial more welcoming and enthusiastic attitude from the Silicon Valley 

interviewees and a more skeptical attitude from the Swedish interviewees. However, a 

general common trend in the two countries was constituted by the founders being the 

most flattered and intrigued by the topic. The group of ESF recruiters was definitely 

the most suspicious and less interested in establishing a contact. They were also those 

that most often remarked they accepted to be interviewed only because they had been 

referred by a trusted person. The group of VCs and directors demonstrated to be gen-

erally interested in the topic of the research but in practice the scheduling of a meeting 

took a fairly long time due to their working schedule, in the country and abroad, being 
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intense. As a matter of fact, the person who took the longest time to schedule an in-

terview with was a Stockholm VC who I was able to meet after several months of at-

tempts. Generally women were slightly more cooperative and engaged than men, es-

pecially when providing a name of another professional to interview. Age did not 

seem to actually make a difference in the attitude of all contacted people toward my 

investigation while country of origin played somewhat of a role in Silicon Valley where 

the tendency of several non-US born actors was to refer to a non-US born profession-

al. In this case, I excluded people with the same nationality and asked to make a con-

tact with an individual coming from a different country. 

Data Gathering  

As expressed by Lamont, “all data gathering techniques favor or hinder the emergence 

of particular forms of discourse. As a researcher one should try to be aware of these 

effects instead of dissimulating or ignoring them” (2000: 255). 

Interviews were chosen as the data gathering method instead of surveys. This 

choice was done due to several reasons. Here the previously mentioned problem of a 

population somewhat difficult to approach was considered, as was also the extension 

of the topic (a whole organizational process), and the delicate and confidential charac-

ter of the object of the interviews (the strategies undertaken to hunt top talents). In-

terviews were also a compelling choice over participant observation because of the 

impossibility of participating in a practice affected by privacy concerns. The relatively 

high number of interviewees was instead justified by “the reliability of the compari-

son,” both among professional groups and geographical areas (Lamont 2000). Howev-

er, a smaller number of interviewees would probably have provided more in-depth 

information about the specific steps and moments in the recruiting and selection 

processes 

When approaching the design of the interview-guide, the fundamental idea was 

to enlighten the entire job-matching process by first of all splitting the latter into two 

basic moments: the recruitment and selection. This choice was undertaken when rea-

lizing how many respected academic articles and books confuse these two terms with-

out providing a more analytical distinction. In my analysis I follow the Marsden and 

Campbell (1990) definition of these two moments as set out in the beginning of Chap-

ters One and Two.  

In reference to these two distinct moments, questions were formulated around 

broad themes related to the recruitment phase: “Why begin a recruitment?,” “Which 
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positions to fill?,” “Who is in charge of the recruitment?,” “Where to recruit?,” “How 

to recruit?;” and the selection phase: “Which selection methods are used?,” “Whom to 

select?,” “Why select that candidate?,” and “How is a final decision reached?” The un-

derlying question connecting all these questions is “why?” in order to explore the na-

ture of respondents‟ argumentations (economic, strictly organizational or widely insti-

tutional). The choice of such broad questions was instead justified by the goal of map-

ping the entire process as a continuum of different but interrelated steps, possibly in-

fluencing one another and creating a more complete picture of a quite complex phe-

nomenon. The broad character of my questions was a necessary decision stemming 

from the fact that the phenomenon is relatively unexplored. The utilization of semi-

structured open-ended questions made it possible to follow-up when interesting de-

velopments where forwarded by interviewees. At the same time, the purpose behind 

the choice in favor of this technique was also to let the interviewees formulate answers 

in their own words, in this way providing the opening for interesting (and sometimes 

fundamental) insights into their professional world.  

The interviews usually took place in the offices of the respondents; only in four 

cases were the interviews conducted in different locations. In Silicon Valley, one inter-

view with a founder and one with a CxO were performed in a local coffee shop and at 

the person‟s private residence. In Stockholm, two interviews, one with an ESF recrui-

ter and one with a CEO, were conducted at the Sociology Department at Stockholm 

University. In this last situation, the interviewees saw it as a rare and exciting opportu-

nity to make a connection with the university world. In all cases, I let the respondents 

chose the place for the interview.  

Interviews lasted from one to two and half hours, in order to build a complete 

picture of the phenomena, and when something was unclear, a follow-up interview 

was organized. Before starting the proper interview, interviewees where asked to an-

swer some background questions related to their country of origin, age, educational 

and professional background, and involvement in professional associations. Each in-

terview was recorded and anonymity was guaranteed through the promise of using 

fictive names when transcribing the interviews. As to this specific choice, the main 

reason was that the real identity of the person had no relevance for the study. Moreo-

ver, in some cases, interviewees unfamiliar with the works of sociologists asked expli-

citly to remain anonymous for the fear of being exposed in the press with an article 

about their specific practices as firms. 
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The interviews in Silicon Valley were all performed in English, except for one 

with a native Swedish speaker. The interviews in Stockholm were all performed in 

Swedish, except for those with three native English speakers. The reason behind this 

choice was to place the interviewees in a comfortable situation, where they could ex-

press themselves in the best way; for this reason, the choice of the language of the in-

terviews (either Swedish or English) was always left to the interviewees. The know-

ledge that I, as interviewer, was neither a native English nor Swedish speaker increased 

somewhat the interviewees‟ openness in discussing institutional matters related to their 

own country and it often boosted my status as interviewer as being an external and 

neutral observer.  

My qualification as a “sociologist” constituted in the beginning a question mark 

for interviewees in Sweden; an exception to this slightly skeptical attitude was the ESF 

recruiters, due mainly to the fact that the latter had in some cases studied sociology 

during their educational career (either in high-school or university). The adjunction of 

the term “economic” to the one of “sociologist” somewhat helped the opening up of 

all business actors. The fact that I was a doctoral student doing a fieldwork produced a 

certain increase in status within Silicon Valley and generally among native English-

speaking interviewees, but not when dealing with Swedish actors. The latter showed 

some recognition only when knowing that a previous fieldwork had been carried out 

in Silicon Valley, thus becoming a proof of my experience as an interviewer and fami-

liarity with the start-up world. Further, this became a way to fully legitimize the com-

parative intent of the investigation as Silicon Valley is recognized as the home of the 

most famous software start-ups and a natural habitat for venture capitalism.  

Despite the initial difficult and less enthusiastic attitude toward participation in 

the interviews by the Swedish interviewees, their later general attitude and the content 

of the responses showed a remarkable honesty and personal involvement. Many inter-

viewees in Stockholm who had agreed to give only one hour of their time decided to 

continue to talk for another hour as they found the topic quite relevant. In compari-

son, the Silicon Valley answers were somewhat more professional and less personal. 

However, Silicon Valley interviewees displayed a greater experience in talking with an 

academic and a general ability for explaining to an outsider difficult aspects of their 

work (especially when related to technical and business aspects). Interviewees in 

Stockholm seemed to find it more difficult to get into the most technical aspects of 

their job for the fear of not being understood by someone coming from the academic 

world and having a non-technical education. Finally, in Silicon Valley sometimes cer-
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tain topics were asked to be considered “off the record.” In these cases, the micro-

phone was asked to be switched off.  

Data Analysis and Presentation  

In approaching the analysis of the interviews, the aim has been that of taking the ac-

counts of the interviewees at face value as a social truth. The descriptions of the inter-

viewees have in other words been handled as facts, “the way „they‟ really are not the 

way the researcher understands them” (Babbie 2007: 321). In this sense, my voice has 

served as a “vehicle by which others‟ experiences are conveyed” (Gubrium and Hols-

tein 1997: 28).  

The data analysis comprised three steps. First, the interviews were typed and re-

levant information was extracted as to the nature of the argumentations used by the 

interviewees to justify their choices. The content of the interviews was transcribed and 

edited by eliminating pauses and more vernacular expressions. The Swedish quotes 

were translated into English. This choice, although necessary, required at times diffi-

cult decisions to be taken in order to balance between the need of making certain ex-

pressions more understandable while in English keeping their original spirit. Three 

main categories (economic, organizational, and institutional) were formed and actors 

offering answers within these main lines were grouped according to the belonging of 

their institutionalized group (directors, VCs, founders, CxOs, ESF recruiters). Argu-

ments related to these main categories were analyzed in light of economic and socio-

logical theories and compared to previous empirical studies.  

Second, elements brought up by the interviewees in their argumentations as hav-

ing an influence in the formation of their practices were distinguished as to their inter-

nal (e.g. size, structure, ownership, product to develop or sell), or external (e.g. human 

and financial resources; regulative, normative and cognitive pressures) origins in rela-

tion to the start-up. Finally some specific institutional elements (e.g. university-industry 

links, tax systems, employment and business laws) were singled out and contextualized 

in the very environments of Silicon Valley and Stockholm in order to see through 

which mechanisms they influenced the formation of actors‟ economic interests, the 

instrumental gaining of legitimacy, the creation of spaces for agency and (potentially) 

for institutional entrepreneurship, and the production of institutional logics (at profes-

sional and field level). Finally ideal-typical categories were constructed representing the 

specific logics governing the organizational field of the labor market for software pro-

fessionals in Silicon Valley and Stockholm and creating a link between the macro insti-
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tutional level of analysis and the micro actor‟s level of analysis thus explaining how 

institutions affect practices and practices affect institutions.15  

As to the presentation of the data, I chose to present the latter in the same fa-

shion as the questions were asked. This was done with the intent of letting the reader 

follow how a complete process (of recruitment and selection), made of different steps 

develops. At each step, several questions emerge, both through the interaction of ac-

tors with one another, both in relationship to the environment in which they are em-

bedded. The choice of presenting a fairly high number of original quotes was also un-

dertaken with the purpose of letting the actors speak as much as possible with their 

own voices so as to give a greater insight into their world.  

The data extracted from the interviews and presented in this study should be 

considered as only generating information in relationship to the very mechanisms of 

recruitment and selection here analyzed and therefore inadequate for drawing too gen-

eral conclusions, both for the limited number of the population taken into considera-

tion and the limited topic. The importance of the analysis should nevertheless not be 

downplayed as it constitutes an effort to shed light into relatively unexplored organiza-

tional mechanisms, usually subject to a high degree of confidentiality. The analysis is 

also to be considered as a valuable contribution to the understanding of how relation-

ship between practices and institutions empirically evolve in organizational fields.  

A Map of the Work 

This work aims at displaying and offering some insights as to an entire organizational 

process, the matching of candidates to executive positions in software start-ups, and 

to the way in which this is institutionally embedded, by using a comparative approach. 

For this reason, two mirroring parts are used in order to present the accounts of inter-

viewees as gathered in Silicon Valley (Part I, The Silicon Valley Fieldwork) and Stock-

holm (Part II, The Stockholm Fieldwork). The choice in favor of the mirroring structure 

                                                 
15 As Weber (1949: 99-100) emphasizes: “The ideal type [is] essentially… a mental construct for the 
scrutiny and systematic characterization of individual concrete patterns which are significant in their 
uniqueness.” Further, as specified by the same author, an ideal-type cannot “be found empirically 
anywhere in reality. It is a utopia” (Weber 1949: 90). As in the actual case of the fieldworks, the mod-
els emerging from the analysis of the interviews cannot be considered as photographs, faithfully 
representing reality. Instead they are constructs that may be used to epitomize certain features and 
tendencies characterizing the way in which actors in a specific organizational field think and behave 
under the influence of similar institutional influences. 
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of the empirical chapters is done for the main purpose of offering the reader the pos-

sibility to go through the two parts independently, in order then to acquire a complete 

picture as to the entire matching process in the geographical region under focus. A 

third part is then devoted to the comparison and explanation as to the major mechan-

isms brought up in the two previous parts, an understanding developed particularly in 

light of some specific characteristics of the two national institutional contexts of US 

and Sweden (Part III, Comparing Fieldworks: Silicon Valley vs. Stockholm).  

Chapters One and Three, mirroring each other, are devoted to the presentation 

of the data in relation to the first moment of the matching process, i.e. the recruitment 

or extensive search, respectively in Silicon Valley and Stockholm. This is the moment 

when the start-up decides to collect the preliminary information as to the potential 

pool of candidates and has to evaluate five basic issues: Why begin a recruitment? Which 

positions to fill? Who is in charge of the recruitment? Where to recruit? How to recruit? The above 

sections in these Chapters represent, in ideal-typical terms, the way in which different 

groups of actors (directors, VCs, founders, CEOs, ESFs recruiters) cope with the chal-

lenges and enhancements of their internal and external environment and construct 

their practices in response to them.  

Chapters Two and Four, also mirroring each other, are dedicated to the selection 

of the candidates, i.e. the moment when start-ups meet a more restricted pool of can-

didates and test the fit of the individual with the position and the start-up in general, 

respectively in Silicon Valley and Stockholm. This is usually done by tackling four 

main questions: Which selection methods are used? Whom to select? Why select that candidate? 

How is a final decision reached? As for these sections, even here the ideal-typical responses 

to these issues are both considered in relationship to the different groups of intervie-

wees and in light of the different economic, organizational, and institutional challenges 

encountered when organizing their responses.  

Chapter Five finally summarizes the main arguments provided by the intervie-

wees by placing them in their internal and external technical contexts (Inside and Outside 

the Software Start-up) as well as their institutional national context. The institutional en-

vironments of Silicon and Stockholm are thus analyzed by looking at the way in which 

distinctive elements of a regulative, normative and cognitive origin give rise to certain 

patterns of behavior by organizational actors (The Institutional Embeddedness of Entrepre-

neurial Actors and The Institutional Embeddedness of Hiring Actors). Further, the general in-

stitutional qualities of Silicon Valley and Stockholm are used in a more abstract way to 

refine the new institutional theory; this process of refinement is performed by examin-
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ing those characteristics of the institutional environments that may inform the forma-

tion of economic interests, the instrumental use of legitimacy, and give rise to agency 

and potential space for institutional entrepreneurship. Moreover, the macro institu-

tional level and micro actor level are presented as linked by professional and field log-

ics representing the vehicles through which the institutional environment influences 

practices and practices influence the institutions (Interests, Legitimacy, Agency and Logics in 

the Organizational Field). 

The Conclusions (The Two Logics of the Game) summarize the results of the investi-

gation in relationship to the aims formulated in the beginning of the study. It sketches 

in ideal-typical terms the main dominant institutional logics characterizing the organi-

zational field of the labor market for software professionals in the two geographical 

places of Silicon Valley and Stockholm. 



31 

 

 

PART I 

THE SILICON VALLEY FIELDWORK 
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CHAPTER ONE 

 

RECRUITING CANDIDATES IN SILICON VALLEY 

The process of matching candidates to organizational positions generally may be de-

scribed as the human resource function through which an organization recruits and 

selects prospective candidates possessing those particular qualifications and attributes 

that meet the requirements and rewards of a given job position (Plumbley 1985). This 

operation can be particularly delicate when in reference to executive posts in start-ups. 

Due to the fact that it often is a question of new and developing positions, the job de-

scriptions are somewhat fuzzy while, at the same time and for the very same reason, 

the entrance of the right executive is crucial for the survival and success of such newly 

formed entrepreneurial ventures (Nesheim 2000).  

As pointed out in the introduction, this work investigates the process of match-

ing people to positions in start-up executive teams. Previous literature on this topic, in 

particular that coming from business and management studies, has mainly focused on 

the economic and organizational aspects of the process. Some recent studies tend to 

take into account even the institutional dimensions surrounding such a phenomenon, 

although the focus remains on larger organizations (Kesner and Sebora 1994; Khurana 

2002a). When it comes to the way in which institutional environments influence the 

processes of matching candidates to executive posts within smaller and younger com-

panies, this specific issue seems to be left at the periphery of contemporary scholar-

ship. The basic objective of Part I therefore is to identify the different organizational, 

economic and institutional reasons provided by interviewees when accounting for the 

types of recruiting and selecting practices used in software start-ups and analyze them 

in light of the existing literature. A further and deeper theoretical discussion about the 

institutional mechanisms brought to light by the empirical investigation instead is pro-

vided in Part III (Comparing Fieldworks: Silicon Valley vs. Stockholm). 

Before presenting the Silicon Valley fieldwork, certain clarifications are necessary. 

A matching process can be divided analytically into two main components: the re-
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cruitment phase, or “extensive search,” and the selection phase, or “intensive search” 

(Marsden and Campbell 1990). This Chapter and Chapter Three focus on the first 

moment, the recruitment phase, as described by key recruiting actors and candidates in 

Silicon Valley and Stockholm respectively. The recruitment phase is often called an 

extensive search as it is the moment when an organization advertises openings and 

collects the preliminary information necessary as to the pool of potential candidates, 

who later on, during the selection phase, are scrutinized through a closer screening 

(Marsden 1996).  

The emphasis in this Chapter is on the why, where, and how recruitment practic-

es targeting candidates for top positions take place in Silicon Valley software start-ups. 

The study also includes the task of identifying which positions are to be filled, and 

who is the main party responsible for the recruitment process. In other words, the fo-

cus of the investigation is to understand through the accounts of 20 key actors work-

ing in Silicon Valley software start-ups and ESFs: the reasons triggering the search for 

a new executive (why); the executive posts to be covered (which); the key persons in 

charge of the recruitment process (who); the choices made as to where to look for can-

didates (where); and finally, the typology of channels chosen to extensively search for 

candidates (how).  

1.1 Why Begin a Recruitment?  

When examining the structure of young developing high-tech companies, the first 

(and almost banal) remark is that such companies at their inception seldom have a 

complete executive team. The founder of a software start-up is usually a technical per-

son, who might have met another person with technical or sometimes financial com-

petence. At this initial stage, the most natural arrangement is for the founder, or for 

one of the two co-founders, to become the CEO of the company (Nesheim 2000; 

Boeker and Wiltbank 2005).  

As the new venture grows and develops into a more complete and mature struc-

ture, the focal attention of the founder-CEO normally shifts from personally leading 

and controlling the majority of activities of the start-up to delegating concrete opera-

tions to others (Kimberly and Miles 1980). Although there are some cases where 

founders are able to adjust to the growing business and then become successful at 

running larger companies, the original founder-CEO very often has neither the will 

nor the skills necessary to wear the suit of the businessman (Boeker and Karichalil 
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2002; Jayaraman et al. 2000). As widely emphasized by the organizational economic 

literature, new ventures often require, already almost at the beginning, fundamental 

changes in the form of inserting CxOs with more managerial than entrepreneurial ca-

pabilities. This need appears to be the major reason behind why recruitments of pro-

fessional-CEOs already take place at an early stage of the life of young developing 

companies (e.g. Hambrick and Crozier 1985; Willard et al. 1992).16 

Several examples in the high-tech world show how experienced professional 

managers have been brought in to help manage start-ups after being founded (Ne-

sheim 2000; Wasserman 2003; Boeker and Wiltbank 2005).17 As the start-up develops 

further, expansion in new markets, changes in strategies or financial turmoil require 

the replacement of the CEO and, most of all, the addition or substitution of members 

in the executive team. New individuals are then called in to cover new positions, as 

they possess the different skills necessary to the start-up in order for it to grow or 

change business direction (Boeker and Wiltbank 2005).  

The Founder-CEO Removal- Serial Entrepreneurs and Separating Turnovers 

A common perception in the organizational economic literature is that almost all 

founders are considered suitable company leaders in the formative phase of a compa-

ny. However, as the company grows, it is also recognized that not all founders succeed 

in making the transition from being an entrepreneur to becoming a CEO (Hellman 

and Puri 2002).18 As suggestively pointed out by the economist Galbraith (1971), a 

                                                 
16 The term “professional-CEO” is often used in the economic literature to refer to those CEOs 
coming from outside the firm, having accumulated substantial experience in running companies they 
did not start. 
17 Some of these examples are represented by James Barksdale (former VP of FedEx) hired as pro-
fessional CEO at Netscape, Timothy Koogle (formerly CxO at Motorola) hired at Yahoo!, and Meg 
Whitman (former CEO of Florists‟ Transworld Delivery) hired at eBay (Boeker and Wiltbank 2005). 
18 In recent decades, many business scholars have devoted attention to the analysis of the mechan-
isms of CEO succession (see Kesner and Sebora 1994 for a review on the topic; Vancil 1987; Khura-
na 2002a). As briefly mentioned above, most of these studies have concentrated their analysis on 
large public companies. These, however, present remarkable differences in comparison with smaller 
organizations, in particular as to their internal functioning (Haveman 1993). In particular, Wasserman 
(2003) points out how the few studies that have taken into consideration CEO successions in small 
businesses have almost exclusively been centered on family-business activities, with an emphasis on 
intra-generational dynamics or on non-profit organizations. However, as Wasserman continues, none 
of these studies have examined the very first succession step in a firm: when the founder-CEO is 
replaced by a professional-CEO (Wasserman 2003). This first moment is actually a very important 
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great entrepreneur has to be compared with the male apis mellifera in the animal king-

dom. The latter accomplishes his act of conception at the price of his own extinction. 

In a similar manner, the founder of a start-up is often asked to sacrifice his role as 

leader for the sake of his own creation.  

When starting my fieldwork in Silicon Valley, the first thing that I notice is the 

great emphasis my interviewees place on the distinction between founder-CEOs and 

professional-CEOs and on the moment when this shift takes place. This focus is set as 

a response to my question as to why start-ups in Silicon Valley, in the most typical cas-

es, need to recruit new CxOs. The entrepreneurs I meet like to spout mottos such as 

“once an entrepreneur, always an entrepreneur” or “entrepreneurs are born, CEOs are 

created.” Further, they point at the fundamental distinction between geeks, the found-

ers, and business guys or suits, the professional-CEOs, a distinction hinting to general 

personal characteristics and preferences as well as to educational backgrounds, i.e. De-

grees in Engineering versus Masters in Business Administration (MBA).19 

Jeff is a born Californian, with a Bachelor of Science degree in Electric Engineer-

ing and Computer Science. He is in his late twenties and despite his young age is the 

founder of three software start-ups. I meet him at his newly opened start-up in Palo 

Alto and I ask what is the main reason, according to him, for recruiting a new CEO in 

a start-up. He says: 

We are all best at the things we most enjoy. Founders intellectually enjoy starting things 
up, putting together plans, going around, selling these plans to whoever is willing to listen 
and finally, getting things off the ground. The bureaucracy and the execution challenges 

                                                                                                                                                              
event for a newly formed organization, since the founder often represents the very “soul” of a com-
pany and he plays a decisive role in shaping the core activities and visions of a new business enter-
prise (Schein 1988). 
19 Feldman (2002: 54) maintains that the term geek was first created as reference to a “carnival per-
former who bit the heads off live chickens” and that for a long time, it has indicated individuals who 
are technically skilled but socially incompetent. With the high-tech and Internet revolution, geek has 
assumed a slightly different meaning, describing the technical abilities possessed by individuals study-
ing in engineering programs and working in high-tech companies. These individuals are considered 
to have a more rich and interesting virtual life than a real one. However, the virtual life of these indi-
viduals can become real when they interact with mentors and peers in specified local business com-
munities (as Silicon Valley) (Feldman 2002). As for the term business guy, it is often used in high-tech 
professional communities to indicate a person concerned with budgets and schedules. Another asso-
ciated term is that of suit usually applying to white collar employees wearing suits, working in large 
and more formally structured companies (Pfleging and Zetlin 2006).  
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that founders may meet later on should instead be left to those who enjoy such things, the 
professional-CEOs.  

Jeff makes a clear distinction between creating and organizing a company and further 

emphasizes that in the software business, the creation, first of the product and then of 

the company, is in the hands of the geeks and the latter, per definition, lack the social 

skills required for the function of organizing things and people. In other words Jeff 

depicts entrepreneurs as being different from other business people, as professional-

CEOs, because of personal traits.20 These individual qualities are often considered the 

reason behind the impossibility for entrepreneurs to transit from the role of start-up 

founders to that of CEOs of mature start-ups and, consequently, the reason why a 

start-up has to recruit a professional-CEO after a successful product has been 

launched. 

Interestingly enough, those foreign entrepreneurs who have come to Silicon Val-

ley from quite different countries just for the purpose of starting new ventures, seem 

to be the ones among the interviewees, who instead emphasize another reason behind 

the choice of becoming and remaining an entrepreneur. These interviewees think that 

it is just the social and institutional characteristics of Silicon Valley that trigger patterns 

of serial entrepreneurship and, indirectly, explain why founders turn over their posi-

tions of CEOs to professional-CEOs. In particular, the foreign-born entrepreneurs 

                                                 
20 The focus on the personal traits of entrepreneurs has characterized the study of entrepreneurship 
during the period between the 1960ies and the 1980ies (Collins and Moore 1964; Brockhaus and 
Horwitz 1986). The approach based on personal traits has most generally emphasized an entrepre-
neur‟s need for achievement, risk-taking propensity, locus of control, problem-solving, and innova-
tive predisposition (Brockhaus and Horwitz 1986). In some cases, these traits have been connected 
to family backgrounds and socialization experiences. One of the most often quoted and interesting 
publications belonging to the school of personal traits is that of Collins and Moore, who in 1964 
depicted entrepreneurs as rebels, individuals having difficulty in relating to authority figures such as 
teachers and bosses. This trait was considered a consequence of a poor relationship with a father. It 
was also believed to result in the fact that persons within this professional category have less formal 
education and a history of drifting from job to job (Collins and Moore 1964). At the end of the 
1980ies Gartner (1988), criticized this entire approach. In particular, Gartner argued that fundamen-
tal to the definition of entrepreneurship is the behavior of creating a new venture, and not the per-
sonality of the founder. In 1993, Van de Ven challenged both lines of analysis as unsatisfactory to 
understanding the entrepreneur in his social, economic, and political contexts (Van de Ven 1993). 
Entrepreneurial studies have lately included several features in order to better understand what en-
trepreneurship is. In particular, the impact of social environments on entrepreneurial action, oppor-
tunity recognition, and the choice of organizational form have been considered as several of the 
most important aspects of entrepreneurial behavior (Ucbasaran et al. 2001).  
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stress the fact that many founders in Silicon Valley create and sell, and create again, 

companies because this is what is expected from them. At the end, it appears fairly 

natural for them to turn to the VC business or become business angels.21  

Aaron is an Israeli-born founder and CTO in his present company. He is in his 

late thirties, has a PhD in Computer Engineering and a longstanding history as a soft-

ware entrepreneur in several countries. He moved to Silicon Valley after the dot.com 

bubble burst at the end of 2000. When I interview him he is in the very phase of sell-

ing his company and toying with the thought of joining the VC industry. He explains 

what, according to him, it means to be a serial software entrepreneur:  

To be a serial software entrepreneur means creating new products and starting up new en-
terprises. Once you have launched the product and your start-up reaches profitability, your 
job is done. At this point, you may want to start up a new project but you better be 
young, because creating software is a business for young minds. If you are getting old, you 
may consider stepping out of the creation side of this business and leaving it to younger 
generations. Your duty then will be to fuel and organize their new ventures with your own 
fortune. And this is how it often works in the Valley. 

According to Aaron, software founders can rarely become CEOs in Silicon Valley be-

cause this very environment pushes them towards a career as serial entrepreneurs, not 

as CEOs. Not only the creation of several start-ups, but also the step from being a 

software creator to becoming a source of funding for software creations, is somehow 

forced by the pressures of the surrounding environment upon “senior” entrepre-

neurs.22 The latter feel somehow “required” by the local business community and peer 

pressures to finance other start-ups and contribute to them with their previous expe-

riences.23 It is a sort of dominant logic that characterizes the organizational field in which 

these founders are embedded and is influenced not only by cognitive pressures but 

also by regulative ones. Aaron points for example at the US tax regime as being par-

ticularly “friendly,” as he put it, towards entrepreneurs and does not deny that serial 

                                                 
21 See Introduction. 
22 See Chapter Two, Section 2.2 (Whom to Select?) for a further discussion about age as a factor with 
respect to founders. 
23 Besides becoming business angels, founders in Silicon Valley often choose to undertake a career as 
VCs. See Introduction. A widespread VC practice in Silicon Valley is that of offering to founders the 
possibility to participate in “entrepreneurs in residence programs.” These programs are structured so 
that the VC firm provides an office and a salary to a few chosen entrepreneurs so that the latter can 
get acquainted with VC‟s way of working and plan their future career steps in the investment indus-
try (Hellman 2000).  
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entrepreneurship may therefore become a lucrative business for a founder. Aaron also 

specifies that success for an entrepreneur is measured in terms of money in Silicon 

Valley and therefore peer pressures also work in this personal economic direction in 

addition to contributing to the regenerative cycle of local serial entrepreneurship. 

Eisenhardt and Forbes (1984) define serial entrepreneurship as the phenomenon 

in which one generation of venture-backed start-ups is seeded by the success of the 

previous start-up generation. They also emphasize that serial entrepreneurship usually 

takes place in institutional environments characterized by highly regenerative forms of 

venture capital, favorable tax systems, strong university-industry links and social and 

technical volatility.24 When looking at Silicon Valley, one can immediately detect how 

all these elements strongly characterize this region, thus contributing to the construc-

tion of a certain entrepreneurial culture.25 

Other interviewees also stress the fact that when the founder is initially the CEO 

of the start-up, his replacement by a professional-CEO later on is often not a sponta-

neous and natural step promoted by the entrepreneur himself. Instead, this substitu-

tion is the consequence of an organizational phenomenon: the arrival of the VCs in 

the board of directors of the start-up. This aspect is quite interesting considering the 

fact that very often, VCs are described as former entrepreneurs who have themselves 

been founders for a period; despite this, or probably just for this reason, they do not 

consider founders suitable as CEOs.  

As to the entrance of VCs onto the boards of software start-ups, many founders 

interviewed in Silicon Valley emphasize the distinction between having their firms fi-

nanced by business angels or personal funds as compared to venture capital.26 VCs are 

described as not stepping into a Silicon Valley software start-up at an early stage, as 

business angels usually do. Instead, founders maintain that VCs almost always enter 

the stage later on, i.e. when the product has already been launched on the market but 

the company needs more capital for expansion. Their arrival often means the substitu-

tion of the founder-CEO with a professional-CEO.  

                                                 
24 Eisenhardt and Forbes (1984) explain that technological volatility creates niches and gaps that can 
be exploited by serial entrepreneurs. Social volatility instead arises in an environment characterized 
by foreign and national immigration as well as occupational and interclass mobility. 
25 For a further discussion of this, see Chapter Five, Section 5.2 (The Institutional Embeddedness of Entre-
preneurial Actors). 
26 See Introduction. 
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Andrej is born in the former Soviet Union and moved to the US together with 

his parents when he was a teenager. Since high-school, he has founded two fairly fam-

ous software start-ups although never retaining the role of CEO. Today he is in his 

late twenties, holds a Master of Science in Computer Engineering and is CTO in his 

own company. When talking about VCs, he explains:  

In the US, VCs are seen as those who can do whatever they want if they invest in a 
start-up. They can kick out the founders, mess up with the executive team and bring in 
professional-CEOs. I admit that lots of founders are just hardcore geeks who never are 
going to be great managers. But there are a lot of companies being run by founder-CEOs 
that do a pretty good job anyway and the founders most often succeed in balancing their 
own technical skills with those of the rest of the executive team.  

The idea that in Silicon Valley, VCs invest primarily in the founder and his vision in 

order to later on assume the responsibility of building up the company with their own 

leadership and executive team appears to be a rather prevalent assumption among the 

interviewees. As soon as the founder shows any managerial weakness, the interviewees 

conclude, the VCs are ready to “let the founder-CEO go” and start a search for a pro-

fessional-CEO. This happens even when the founder is actually surrounded by a 

skilled team possessing complementary managerial skills.  

The suggestion that a founder-CEO is more likely to be replaced by an outside 

professional-CEO in venture-capital backed companies than in non-venture-capital 

backed companies is widely supported by the economic literature (e.g. Gorman and 

Sahlman 1989; Rosenstein 1988; Fried and Hisrich 1995). This change in leadership is 

further found to be quicker, i.e. performed in the very first years of a start-up compa-

ny backed by venture capital, when compared to other non-venture-capital backed 

firms (Hannan et al. 1996; Hellman and Puri 2002).  

A possible explanation for this tendency of VCs to let the founder-CEO go and 

start a search for a professional-CEO is provided by agency theory, the dominant 

theoretical perspective applied by economists to the VC-CEO relationship even in 

cases when the CEO is the founder of the company (Barney et al. 1989; Amit et al. 

1990; Sapienza and Gupta 1994; Sahlman 1990).27 However, the “agency risks” as per-

                                                 
27 According to agency theory, conflicts of interest often arise in relationships where “agents” (e.g. 
CEOs) are hired for the purpose of increasing the “principal‟s” (e.g. VCs) capital through the agent‟s 
work. Conflicts are a consequence of the fact that agents find that their interests are different from 
those of the principals (Jensen and Meckling 1976).  
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ceived by the VCs in relation to the CEO of the company in which they are investing, 

are considered to be higher when CEOs have greater incentives to pursue self-serving 

behavior at the expense of the venture outcomes.28 In strictly economic terms, it is 

believed to be a common practice for professional-CEOs to hold significant equity 

stakes in their ventures, but, when it comes to the founder-CEOs, their equity stakes 

will not be large enough to provide greater incentives and ownership.  

Jack is a US-born VC and director, holding a Master of Science in Electric Engi-

neering and an MBA. He is in his late forties and has accumulated a substantial expe-

rience in the boards of several Silicon Valley start-ups. He states: 

It is pretty rare for a founder to be able to consistently hold ownership, control and conse-
quently leadership in his own start-up. Usually when a start-up raises a couple of finan-
cial rounds, the founder loses control of the company. Most of the start-ups go public or 
are sold pretty early and it is a rare case scenario when the founder remains in the com-
pany after the acquisition, and even more rare when he stays as a CEO. That is actually 
not what the people who are buying in seek.  

The point stressed by Jack is that it somehow is in the very nature of a start-up and its 

evolution to not allow founders to stay as CEOs of the enterprises they originally 

creates: sooner or later founders naturally lose the control and the ownership of their 

own creation because of the need for venture capital first and for liquidity later on.29 

This need for liquidity is further believed to be associated with the intention of mov-

ing on and founding new ventures. Therefore, in the relationships between founder-

CEOs and VCs, the agency risk for VCs may be considered as more significantly con-

nected to the VC‟s perception of “uncertainty” in the founder‟s behavior (whether he 

will stay or leave) than related to managerial opportunism (Barney et al. 1989).30 In 

                                                 
28 An “agency risk” is the risk that CEOs (agents) will take actions contrary to the wishes of the VCs 
(principals), i.e. CEOs will behave inconsistently with VC‟s wealth maximizing interests (Jensen and 
Meckling 1976). 
29 In an investigation conducted in Silicon Valley between 1983 and 1991 involving 78 venture-
backed technology start-ups, Boeker and Karichalil (2002) found that ownership had a significant 
and negative relationship with founder departure. In other words, ownership and control are two 
aspects considered to be very relevant in the literature for understanding founder dismissal. This may 
also indirectly explain dismissals in cases where the founder is also a CEO, as supported by intervie-
wees in Silicon Valley. 
30 In the particular case of new ventures, VCs may experience adverse consequences from their rela-
tionships with the start-up they fund because of both uncertainty and business risks. The level of 
business risk in such situations has been considered as a function of the uncertainty associated with 
obtaining returns on risky investments. Uncertainty as related to start-ups is therefore strongly con-
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short, dismissing the entrepreneur and hiring a professional-CEO may constitute a 

way for VCs to compensate for this type of uncertainty risk.  

Silicon Valley interviewees identify three basic ways in which VCs try to control 

for uncertainty risks. First, VCs are said to follow general expectations and industry 

standards, more than case-by-case evaluations when considering whether to let a 

founder keep his CEO post. As Andrej states: 

When I was discussing with VCs my role as CEO in my own company, they were reject-
ing this hypothesis for what I thought were silly reasons, such as my age or my education 
in hardware engineering. And you know what? The majority of our customers are very 
young and the best software start-ups have geeks as CEOs, no matter what they studied 
and whether they actually finished their studies.  

With these words, Andrej expresses a conception of VCs shared by the other inter-

viewees founders. VCs‟ general expectations play a significant role in denying young 

founders the position of CEO, more than any serious analysis of the founder‟s capa-

bilities or possibilities in navigating around a specific market.31 

On the other side, the VCs in Silicon Valley offer as justification for denying 

founders retention of a CEO position in their own newly built company factors such 

as age, breadth of prior work experience and education.32 However, when confronted 

with the fact that many successful start-ups in Silicon Valley are run by young found-

er-CEOs, certain VCs admit that these quests for “grown-up” and experienced CEOs 

have become a sort of rule of thumb circulating in the industry: all VCs working in 

Silicon Valley know that young and inexperienced founder-CEOs are incapable of be-

coming successful CEOs in more mature software start-ups. There is neither the need 

                                                                                                                                                              
nected with their founders‟ behavior. In general, the greater the uncertainty about the latter, the more 
likely it is that VCs will attempt to shape the deal so that they can exercise close monitoring and con-
trol on the founders‟ behavior (Jensen and Meckling 1978).  
31 Few studies have analyzed the success or failure of board of director assessments of corporate 
officers. Two studies focusing on VCs as conducted by Gladstone (1988) and Smart (1999) show 
how VCs in particular fail to achieve an accurate “human capital valuation” when they invest in a 
company in 57% and 42% of the deals, respectively. The reasons for such failures, however, are dif-
ficult to measure. 
32 According to Cooper and Gimeno (1992), only certain dimensions of human capital seem to mat-
ter and influence performances, particularly in the case of new ventures: these are recognized to be 
industry experience, the number of founding partners and the “general human capital” including 
education.  
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to question the truth of this idea nor any curiosity providing an incentive to looking 

for alternative ways of assessing the capabilities of founders.  

Both economic and institutional scholars agree that the rule of thumb for VCs 

when investing in a software company can be considered as taken-for-granted assump-

tions that VCs tend to follow in a more or less irrational way. Bruton et al. (1997: 43) 

point out that VCs evaluate a company and its leading team relying “more on values 

and expectations rather than strict personal or financial criteria.” Wasserman demon-

strates findings in which VCs often describe one of their default assumptions as being 

that the founder-CEO will not be able to lead the company for a sustained period of 

time. They therefore seek to remove the founder-CEO much earlier in the process 

than may be expected, although they have problems offering a rational explanation for 

this (Wasserman 2003).33 

Coming to the same conclusions, Martens et al. (2005) further develop this line of 

institutional argument and explain that, due to the high uncertainty of the value of a 

start-up prior to its IPO, conforming to the prevailing logic, for instance, by replacing 

the founder-CEO with a professional-CEO, may reduce uncertainty, increasing both 

the start-up‟s legitimacy to the outside as well as the value of VCs financial invest-

ment.34  

Another method used by VCs to control for uncertainty risks, as depicted in the 

interviews, is through stipulations in contracts. These legal documents can convey im-

portant information about joint expectations for the future. When it comes to the use 

of contracts in order to calibrate the powers of VCs and CEOs, Kaplan and 

Strömberg (2003) provide empirical evidence from venture capital contracts indicating 

that a significant number of control rights, including that of dismissing the founder, 

are allocated to the VCs. The VCs interviewed in Silicon Valley seem to confirm this 

privileged legal arrangement and do not deny their position of power in drafting con-

tracts, while entrepreneurs often say that they feel it is a difficult situation because of 

these venture capital contracts. In the industry segment of software start-ups, the 

founders explain that many venture capital deals tend to end in favor of VCs. This is 

mostly due to founders‟ scanty attention to legal issues, lack of experience in relation 

with VCs and, especially in the beginning, scarce resources for hiring lawyers. Some 

                                                 
33 Even Tashakori (1980) emphasizes that VCs are totally aware of being a source of pressure for 
founders to leave their CEO positions, but that VCs have problems in providing the proof sustaining 
their beliefs. 
34 See Introduction. 
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entrepreneurs believe that VCs use contracts intentionally in an “opaque” way (e.g. by 

using highly technical legal jargon). Consequently, entrepreneurs face uncertainty be-

cause of their inability to clearly understand what their rights (and duties) are and cer-

tainly overlook the importance of getting legal assistance.  

Elisabeth is a US-born founder, holding a Master of Science in Industrial Engi-

neering. Contrary to the dominant pattern of serial entrepreneurship, she says she de-

cided to cover the position of CEO in her last founded company. This is a decision 

she took when turning fifty. She felt at that time mature enough to lead the company 

herself. When we meet she has managed to be a CEO for five years and she says that 

she has accumulated the right amount of experience for understanding legal contracts 

and right amount of money for hiring the best lawyers. However, she thinks that many 

founders often overlook the importance of contracts and VCs take advantage of it:  

When VCs do their deals they take advantage of entrepreneurs‟ inexperience and disin-
terest for paperwork and legal matters. So VCs do things on terms that favor their own 
interests. This is why we call them “vulture capitalists.” If the VCs were more transpar-
ent and disclosed stuff so that entrepreneurs could make a choice, you would have a fair 
and honest negotiation. I am not saying they should change the terms, only disclose them 
and explain what they mean and what‟s likely to happen. But they don‟t do that because 
they see the whole negotiation as a situation in which having information that the other 
side doesn‟t have, gives them an advantage. 

I ask Elisabeth why founders do not try somehow to have control over the uncertainty 

created by VCs non transparent deals, for example by immediately getting help from 

lawyers. The answer is that, besides possible initial economic problems due to scarce 

resources, there is a certain “geek arrogance” of founders not caring as to particular 

aspects of a business. An arrogance that penalizes founders until the latter get burned 

and learn from their own mistakes.  

When it comes to the third way in which VCs try to control for uncertainty risks 

related to the founder-CEOs, Hellman and Puri (2002) assess that the dismissal of the 

founder, and the start of a new recruitment, represents the ultimate controlling func-

tion. However, as these authors point out, to start a recruitment for a new CEO 

represents a controlling action exercised by the VCs only as long as the founder-CEO 

turnover is considered as separating. A separating turnover takes place when the recruit-

ment of a new CEO implies the departure of the founder, who leaves all positions in 

the company. An accommodating turnover, Hellman and Puri continue, instead points to 

the compliance of the founder to working with a newcomer outside CEO and retain-
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ing some position in the start-up. In such a case, the authors conclude, the VC actually 

plays a supporting role, not a controlling one in particular by facilitating for the entrepre-

neur the transition to a new stage of the start-up‟s life (Hellman and Puri 2002).35  

The implications of both separating and accommodating turnovers are actually 

crucial in order to understand how the recruitment of future CEOs in software start-

ups is designed and executed, and the results it may facilitate. As a matter of fact, the 

way in which a founder is dismissed from his CEO position has important conse-

quences on the mechanisms of recruitment of a new CEO. As will be shown in the 

subsequent section, the recruitment of a new executive can sometimes become a diffi-

cult process because of the presence of the founder as a member of the board of di-

rectors or of the executive team being in a different position than of that of CEO.36 

All Silicon Valley interviewees agree on the fact that separating turnovers are 

pretty frequent in the area and that they most often give rise to the founding of new 

software companies. Following patterns of serial entrepreneurship, the dismissed 

founder-CEO often brings along with him the entire old executive team and finances 

the new company with profits gained from the previous start-up. Moreover, separating 

turnovers are described by the interviewees as very difficult at the beginning, both for 

those staying and those leaving. However, in the long run, they are considered better 

than accommodating turnovers. The latter are in their turn believed to be the best op-

tion only in those cases where the founder himself chooses this form of taking or 

when this possibility was already discussed in the very beginning, i.e. when the soft-

ware start-up was founded.  

Additions and Dismissals in the Executive Team - Stage-bound and Legitimacy-seeking Ar-

guments  

The recruitment of other members of the executive team usually occurs in a software 

start-up through the addition of new positions to the original founding team, or the 

substitution of individuals in already existing top positions. As pointed out previously, 

software start-ups typically do not have a complete leading team when they start their 

                                                 
35 Empirical evidence from Silicon Valley start-ups (also including technology start-ups) show that in 
60% of the cases, the founders do not remain involved in their companies after a CEO transition. 
However, VCs play an active role both in separating and in accommodating turnovers (Hellman and 
Puri 2002).  
36 See Section 1.3 (Who is in Charge of the Recruitment?). 



46 

 

activity. In the software case, this is mainly due to the fact that managing a software 

start-up means, first of all, managing the software technology. The latter can indeed 

require very few people (Cusumano 2004). As a consequence, in the beginning of the 

life of a software start-up, two persons with technical skills can usually wear multiple 

hats, i.e. they can supervise several processes at the same time, like designing the soft-

ware product or information system, building the product, testing it, and finally deli-

vering it. Further, many start-ups begin with the creation of a prototype, or a small 

case system, that does not require too many people or too much money to be devel-

oped and launched (Nesheim 2000).  

My Silicon Valley entrepreneurs explain that the development and launch of a 

prototype is usually done with the entrepreneurs‟ own funds and skills. Only if the 

launch has been successful can the start-up then move up to the next level, i.e. to 

searching for resources for building a more sophisticated product on a commercial 

scale. It is frequently at this point that the original founders need to face the needs of 

substantially increasing both the financial and human resources of the software start-

up, two needs which are often interlinked. Therefore, as soon as a product is launched 

and a first round of financing raised, there often is an expectation from the VC side 

that the CEO has recruited (or will do so very soon) those executive positions in 

charge of the very development of the product, its marketing and selling.  

Entrepreneurs stress one important point as to their view of the whole process: 

in most cases, it is a resource-seeking reason interlinked with a legitimacy-seeking one 

that lies behind the need of adding new executives in a start-up in the very beginning 

of its life. Aaron in particular expresses his thought as the following: 

Entrepreneurs often feel a great pressure to legitimize their new venture by showing a full 
executive team when meeting for the first time a VC. Entrepreneurs rush sometimes into 
the recruiting of members of the team just for the very purpose of obtaining a financing, 
and not because there is a real need of more skills. Actually, this hurrying into recruiting 
new members often produces just the opposite result. For example, the VCs are not will-
ing to invest money in a start-up due to the very presence of unsuitable executives; or the 
VCs dismiss some or all the members of the executive team and ask to recruit new can-
didates.  

In the words of Aaron, the need for financial resources triggers a legitimacy process 

that leads at the end to the addition of new executives even when the latter are not 

really needed. Other interviewees, as we will more extensively see in the next section, 

emphasize that it is the complexity of certain products requiring certain specific mana-
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gerial skills that calls for the addition of more executives. This reason may indeed also 

be connected with the decision of dismissing unsuitable executives and deciding of 

performing changes in the executive team.  

Claire is a VC of Asian origin. She emigrated with her parents from China to the 

US when she was only a baby. She is now in her late thirties and holds a Master of 

Science in Finance. She explains that members of the executive team may be substi-

tuted further in the life of a start-up and that this is often associated with pressures 

coming from outside the firm, in particular in the form of customer demands and 

competitors. As Claire states: 

Leading a software start-up through its very first years of life is the greatest challenge. 
Changes are inexorable and are mainly a response to external and competitive forces. The 
company‟s business strategy, business model priorities, products and services as well as 
human capital, need to be aligned with those external pressures.  

It is most of all the external technical requests for continuously updated, more sophis-

ticated, and more competitive products that push software start-ups towards the 

search for different business strategies and managerial skills. Technical requests, ex-

plains Claire, are also those elements that influence the growth of a start-up and its 

passage in a different stage of its life. In most life-cycle models, theorists emphasize 

that organizations face certain generic problems, as for example the qualities of the 

executive team, parallel to age and growth, although for start-ups only the first stages 

can be considered relevant.37 A key argument pointed out by life-cycle theorists study-

ing just the earliest founding stages of a company, is that the original founding group 

may not possess the proper skills to manage a larger and more established firm (Boek-

er and Wiltbank 2005). Hambrick and Crozier (1985) add that successful start-ups, 

especially when growing very quickly, are the ones more active in adding executives, 

                                                 
37 Greiner‟s (1972) model of evolution and revolution of organizational growth is based on five phas-
es of development, each of which contains a relatively calm period of growth ending with a man-
agement crisis. The first phase is growth through “creativity” ending with a crisis of “leadership,” the 
second is growth through “direction” ending with a crisis of “autonomy,” the third is growth 
through “delegation” ending with a crisis of “control,” the fourth is growth through “coordination” 
ending with a crisis of “red tape” and finally the last phase is of collaboration ending in an “question 
mark” crisis (Greiner 1972).  
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while Boeker and Wiltbank (2005) show through empirical evidence that both low and 

high growth are associated in start-ups with changes in the executive team.38  

My interviewees consider the connection between start-up stages and executive 

change in two different, and quite contradictory, ways. On one hand, the VCs firmly 

believe in the stage-bound argument when recruiting. On the other hand, the rest of 

the key actors consider this belief as an “investor myth,” which has been circulating 

for years in the industry. Particularly interesting in this sense is that emphasized by one 

director. Mark is born in the US, holds a PhD in Organizational Behavior and is in his 

fifties. He covers simultaneously a position as professor at Stanford Business School 

and as board member in several Silicon Valley companies. I meet him at his university 

office where he shows great interest in my work. Mark says that the stage-bound ar-

gument is the classical example of those beliefs that have been reinforced through the 

normative pressure of academic publications (especially in the area of business stu-

dies). He also thinks that the fact that many Silicon Valley actors are simultaneously 

members of the academic and industry community may have contributed to the 

spreading of such myths. Mark thinks that VCs‟ default assumptions circulate even in 

other countries given the fact that the VC profession is fairly globalized.  

Some interviewees, however, mainly CxOs, do not really show any particular en-

thusiasm when confronted with the investor myth of stage-bound executives. Drawing 

from the many successful examples visible in Silicon Valley, they argue that many 

leaders and executive teams have been able to navigate through bad and good times 

without so many changes in leadership. The argument used to support this idea is that 

software start-up executives are usually flexible individuals, with great adaptability and 

learning skills. In particular, they continue, one cannot possibly “get stacked in a 

stage” (and its required skills) when one produces and sells software, because it is just 

the very nature of this product that requires continuous changes, both in goals and in 

strategies.39 For these interviewees, as presented in the following sections, substitu-

                                                 
38 Boeker and Wiltbank (2005) also found that in more mature and larger organizations, the changes 
are instead only associated with low growth. 
39 Software can involve an almost infinite number of tasks, and as a consequence, it is a great chal-
lenge to achieve full control over software technology. Managers and entrepreneurs have to adapt to 
different projects and customer requests while foreseeing technological and market changes. These 
requests and changes vary significantly depending on how customers apply software technology for a 
certain product or market. For example, while a software producer may work on software that will 
be used for a space shuttle, another may be working on software aimed at the video game market 
(Cusumano 2004).  
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tions of CEOs and CxOs can instead be explained as a natural consequence of the 

high mobility characterizing the region of Silicon Valley40. However, it seems equally 

plausible to argue from an institutional point of view, that the stage-bound believe 

supported by the VC community could be the cause of a further reinforcement of in-

ter-firm mobility patterns by the side of dismissed start-up executives. In other words, 

it is possible to assume that the stage-bound myth may work as a normative pressure 

in the organizational field of software start-ups influencing the mobility of start-ups 

executives.  

1.2 Which Positions to Fill?  

The opening of specific executive positions in a start-up is generally explained by the 

current literature through economic and organizational argumentations. For instance, 

some authors emphasize that the type of executives required in a software start-up 

depends on the type of product or service that the new venture is going to develop 

(e.g. Cusumano 2004). Others instead point to the connection between positions and 

start-up stages (e.g. Nesheim 2000). In both cases, as explained by Forbes et al. (2006), 

the type of behavior adopted by recruiting actors can be called resource-seeking, i.e. 

new positions are opened to develop and improve the executive team‟s human and 

social capital.41 This type of behavior, these authors continue, gives rise to a problemistic 

search where the chain of actions is given by the board identifying first a resource prob-

lem (the development of a certain product or the facing of a certain start-up stage) and 

then the opening of a position and the recruitment of members intended to solve this 

problem (Forbes et al. 2006).42 

In the Silicon Valley fieldwork, the interviewees all tend to agree that problemis-

tic searches are very common in software start-ups. However, they also indicate one 

specific issue, i.e. that there may be disagreement in boards as to the timing for the 

opening of a specific position and the type of human resources sought. In particular, 

visions of when a CEO, CTO, or CMO should come on board may vary among board 

                                                 
40 See Section 1.4 (Where to Recruit?). 
41 See Chapter Two, Section 2.3 (Why Select that Candidate?). 
42 The term problemistic search was introduced by Cyert and March to indicate a “search that is sti-
mulated by a problem (usually a rather specific one) and is directed toward finding a solution to that 
problem” (Cyert and March 1992: 169). 
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members, due to their different interests and power allocations within the software 

start-up, but also to their different professional logics.  

First the Problem Then the Position –The Problemistic Search 

When inviting the interviewees in Silicon Valley to describe the positions needed in 

the executive team of a software start-up, and the reasons behind such needs, the an-

swers hint at a wide-spread spectrum of positions and functions, mostly depending on 

the role played inside the board by the interviewees. Melvin is a US-born VC and di-

rector. He is in his forties and holds a Bachelor of Science in Electrical Engineering 

and an MBA. When I ask which positions are usually needed in a Silicon Valley soft-

ware start-up, Melvin answers without hesitation: 

It depends on the stage but also on the product. In the very beginning, you only need the 
founder and a strong technical person, a CTO. Then, very soon, possibly before launching 
a prototype, you should hire a professional-CEO, a VP of Marketing and a VP of 
Sales. The CTO can, at the beginning, play the role of VP Product Manager and VP 
Customer Support. Later on, if you have the budget, you delegate these functions to differ-
ent individuals and you may even hire a CFO.  

When enumerating the positions required by a start-up, Melvin says to take into con-

sideration both the stage in which a start-up finds itself as well as the degree of sophis-

tication of a product. Nesheim (2000) confirms that from the point of view of VCs, 

the position of a VP of Marketing is the next most important position to fill, imme-

diately after that of the CEO and CTO. Most VCs require this professional figure to 

be part of the creation of the first product and, when the product is ready to be 

shipped, a VP of Sales is also recruited.43 Although they may have quite different opi-

nions on the matter, founders most of the time have to heed these VC requests when 

raising the first round of money (Nesheim 2000). 

Cusumano (2004) comes to the same conclusion as Nesheim, pointing at the VC 

propensity for an early recruitment of a VP of Sales and Marketing. He roots though 

this logic on considerations related to the complexity of the product to develop. A 

start-up with a “complex product concept,” needs a solid technical team, and technical 

teams often have the tendency of spending much time refining this type of product 

                                                 
43 Nesheim (2000) explains that in the early days, the VP of Sales and the VP of Marketing may often 
cover these positions for a while and then in a successive stage become the VPs of Business Devel-
opment. 
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while overlooking the stage of getting the product ready for actual customers and clos-

ing the deal. In this case, it may be a good strategy to ask the technical team (and 

mainly the CTO) to balance their skills with those of a solid Head of Marketing and 

Head of Sales. If the company already has a prototype to show customers, the non-

technical executives then become even more fundamental and there may be a need to 

hire a strong CEO who can present an “adult face” for the company (Cusumano 

2004).  

Kostas, is an entrepreneur and CTO of Greek origins. He is in his thirties and 

holds a PhD in Engineering. He thinks that there is a sort of “VC obsession” related 

to the recruitment of a Head of Sales or a Head of Marketing very early in the life of a 

software start-up. This obsession, he explains, does not really follow considerations 

related to the stage of a start-up or to the complexity of the product but only to VC‟s 

professional standards that happen to be different from those of the founders. As a 

matter of fact, in the very beginning when launching a prototype, no matter how 

complicated the product is, what is really needed is a skilled developer and customer 

feedback. As Kostas states:  

To have a Head of Marketing and a Head of Sales from the very beginning is nonsense. 
How are you going to pay them? And why would you need them? If you are a software 
product company with a prototype, then you usually give it away to customers for free. In 
this way, you can find out what really matters to them in your product. But then you 
usually discover that features you thought were needed are not, and those you thought were 
not necessary, are for the customers. Then what you really need is a strong and flexible 
CTO who can take care of the product as well as the customers. Of course a VC will tell 
you just the opposite as a default assumption.  

Although he uses both product and stage-bound considerations, Kostas‟ way of rea-

soning is clearly the opposite of that of VCs, as for instance Melvin. Kostas thinks that 

just in the case when a prototype is ready to be tested by customers a Head of Market-

ing or a Head of Sales is not required, while Melvin thinks just the opposite. In other 

words, one can detect a way of looking at the same problem, using the same organiza-

tional explanations, but following different logics.  

This pattern becomes even more evident when discussing the position of the 

CFO. The VCs interviewed in Silicon Valley think that the CFO or VP of Finance is 

the last position necessary to fill in a start-up. Claire, who is a VC, provides the follow-

ing explanation for this ranking: 
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The reality is that from a financial perspective, most young start-ups are very simple or-
ganizations, and some may not have any revenue at all. Their costs are pretty flat with no 
big customer contracts, and hopefully over time they will develop. But in the beginning, 
they are not complex financial organizations, not like Ericsson or huge public companies 
with millions of contracts and all the staff to manage. So you really don‟t need a CFO or 
a VP of Financing for a while.  

While Claire emphasizes that the basic financial organization of start-ups does not re-

quire the presence of a CFO, in contrast, the founders and CEOs I meet in Silicon 

Valley show a clear propensity for introducing a CFO or VP of Finance quite early in 

the executive team.44 Elliott is a US-born professional-CEO in his late thirties, holding 

a Master of Science in Engineering. Elliott, embraces the idea of successful software 

start-ups having a CFO at quite an early stage, especially when the CEO does not pos-

sesses any longstanding experience with start-ups. He also explains that at times, 

CFOs are used in an instrumental way by founders to represent the “internal” interests 

of the latter against the “external” interests of a VC firm. In this way, Melvin also 

opens the door toward an issue, further discussed in Chapter Five, as to the status of 

VCs as members of a start-up, i.e. as insiders or outsiders.  

The two disparate ways of thinking portrayed above, are quite typical for VCs 

and entrepreneurs or CEOs as Nesheim (2000) denotes, and are mainly based on their 

respective different interests. VCs and CFOs “are in the same camp, with the same 

goal,” but an experienced CFO may become a real threat to a VC wanting to have 

complete control over the financial policy of a start-up (Nesheim 2000). On the other 

end, CEOs, and especially founders, see someone with financial skills, such as a CFO, 

working under their supervision in a positive way.  

Here it is important to emphasize that although elements of problemistic 

searches are present in the recruiting behavior of Silicon Valley actors, an equally im-

portant pattern of thought is evident as related to different professional logics. Forbes 

et al. (2006) explain that that which is crucial when considering new member additions 

in growing enterprises is the role of timing. The latter can be founded on both a re-

source seeking explanation as well as a social explanation, and these two explanations 

do not necessarily exclude each other. When using resource seeking argumentations, 

new members are added because of a particular resource need of the venture. In cases 

                                                 
44 Previous research shows that many CEOs use the strategy of adding a VP of Finance at an early 
stage and thereafter a CFO when they are close to the first round of capital raising (Nesheim 2000). 
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of that Forbes et al. define as social explanations, instead, the addition of new mem-

bers and the opening of new positions are due to personal or professional timelines, 

cognitively biased but also tied to different interest and power calculations inside the 

board (Forbes et. al. 2006).45  

Other possible positions are described by the interviewees as complementary to 

the ones depicted above when the start-up has reached full expansion. This moment 

usually means that the start-up has hired several employees in mid-level and non-

managerial positions. At that point, the Silicon Valley interviewees suggest that in ad-

dition to top positions in technology, sales and marketing, other profiles in develop-

ment, operations, and human resources should be added. 

The Inflation of Job Titles in the Software Industry 

When inviting the interviewees in Silicon Valley to describe the positions needed in a 

software start-up, and the reasons behind such needs, a real proliferation of job titles 

becomes apparent in the answers I receive. In particular, very different job titles are 

often used, almost interchangeably, for describing what appears to be similar (if not 

identical) positions and functions, as for example those of VP and CxO. I ask the in-

terviewees whether this is simply my personal impression and whether I am missing 

some important pieces of information.  

Elisabeth answers that it is not just my impression, as an outsider, but that she 

too finds as an insider that in the software industry, there is a great deal of confusion 

about titles among professionals. When it comes to the titles of VP and CxO in soft-

ware executive teams, at times it is possible to find members bearing both job titles, 

and even insiders sometimes find it difficult to explain the difference between the two. 

Elisabeth thinks that the use of the title “CxO” in particular is getting pretty wild, but 

that the title usually stands for those positions above that of VP. Moreover, she thinks 

that CxOs have a broader company-wide focus, while VPs have a divisional focus, 

though this distinction is more a tendency than a rule and therefore does not always 

hold.  

When speaking with other interviewees, one distinction becomes clearer: CxOs 

are described as the “visionaries,” while VPs are the “pragmatists.” This characteriza-

                                                 
45 Whether these timelines, preferences or logics are merely influenced by taken for granted assump-
tions in a specific professional group or by interest-driven and power calculations is analyzed in Part 
III (Comparing Fieldworks: Silicon Valley vs. Stockholm). 
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tion is considered especially true for marketing and technology positions. Aaron, for 

example, says:  

Let‟s take the difference between a CTO and a VP of Engineering. A CTO is usually 
the one who drives the vision of the project, the VP is the one who has to think about the 
practicality and feasibility of the project. I think of a CTO as a visionary and a techie. 
A CTO can look years ahead and think of technology as a challenge. A VP thinks of 
technology as a tool to solve problems today.  

Aaron also thinks that a CTO can play the double role of CTO and VP of Engineering 

until the company expands to 25 or more employees. After reaching that size, the 

company can use two or even more separate positions, for example by adding other 

technical positions like Chief Development Officers, Chief Product Officers, and 

Chief Software Architects. These different titles, sometimes used to define the same 

position, according to Aaron are a reflection of the fact that “software people in the 

US are rather eccentric when it comes to titles.”  

Confirming Aaron‟s point of view, other interviewees also bring up what they 

consider odd titles in the software industry. One of the most [in]famous cases often 

mentioned by the interviewees with non-US backgrounds is that of Guy Kawasaki, 

who today is a Silicon Valley VC but during the 1980ies was an Apple employee and 

molded his own job title as “Chief Evangelist.”46 Though at that time it was quite 

extravagant, nowadays this title and the fundamental idea related to it have become 

pretty ordinary in Silicon Valley. Other new job titles have become unconventional 

and fashionable these days, e.g. Chief Scientist Officer, Chief Knowledge Officer, 

Chief Hacking Officer, Chief Blogging Officer, and, last but not least, Chief Yahoo 

Officer. On this matter, Kostas comments: 

Weird titles are becoming popular in great software corporations. Think about Chief 
Yahoo Officer, what is that supposed to mean? It‟s crazy, you know. I think in a way 
these companies try to reward their best people by giving them an exclusive job title, a title 
that makes them unique. And in start-ups, I think you often hire a normal guy, let‟s say 
an engineer, and you call him Chief Software Architect, still he is just an engineer, maybe 
with some experience as VP. I would say it is a way to attract people to your unknown 
little venture project. It is a way to boost that person‟s ego but also a way of getting visi-
bility as a company.  

                                                 
46 The job title “software evangelist” entailed selling “the Macintosh dream to developers who would 
write software for the Apple computer. The dream was to increase the productivity and creativity of 
people using personal computers” (Huba and McConnell 2002: 13).  
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Kostas points at two mechanisms as possible explanations for this phenomenon of 

inflation of titles in the Silicon Valley software industry. The first mechanism is related 

to both large companies and start-ups and has to do with the creation of new and 

somehow flashy job titles as a way of attracting new people by emphasizing their ex-

clusive contributions to the start-up. On the other hand, there could be a second me-

chanism behind the increase of job titles, a mechanism aimed at gaining legitimacy by 

adhering to the norms in the field, as the naming of executives with peculiar job titles 

could be deemed to fulfill.  

A recent article published in the Wharton School e-Journal emphasizes that the 

reason many companies give out ad hoc chief officer titles is “to signal the importance 

of that particular issue or function to the corporation,” or to signal that the job is 

more than just an operational one, that there is something about it that is strategic (as 

the chief part of the title indicates).47 At the same time, the article cites another possible 

explanation that can be traced in the flattening of the organization. People want to be 

distinguished in some way from everyone else, but in a flat organization, this wish can 

be frustrated since, by its nature, this type of organization is less hierarchical and 

therefore there are less opportunities for employees to be distinguished from each 

other.48 In other words, one good thing about hierarchy is you can climb a corporate 

ladder of titles, but if there is no ladder of titles, there is nothing to climb. On the oth-

er hand, the article concludes that this inflation of job titles could also be an effect of 

less loyalty in working places and more inter-firm mobility, since titles become a value 

to be spent on the labor market, or in more technical terms, a “functional recognition” 

in case employees have to move to another firm. In this way, titles would be part of a 

ladder not exclusively internal to the organization but to the entire software organiza-

tional field.  

When speaking with the interviewees, it seems that the proliferation of titles 

mostly has to do with the high-mobility characterizing Silicon Valley and the difficulty 

in attracting and retaining executives in a place where the competition is so intense.49  

                                                 
47 Chief Receptionist Officer? Title Inflation Hits the C-Suite, in KNOWLEDGE@WHARTON, May 30, 2007, 
available at http://knowledge.wharton.upenn.edu/article.cfm?articleid=1748 (last accessed August 
21, 2011). 
48 Swedish studies show that hierarchical and formalized organizational systems have a positive im-
pact on employees‟ economic rewards and career opportunities (Le Grand et al. 1994; Szulkin 1999). 
Consequently one could imagine that there probably is really no need for fancy titles in organizations 
with a clear system of tangible rewards able to enhance employees‟ motivation.  
49 See Section 1.4 (Where to Recruit?). 
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1.3 Who Is in Charge of the Recruitment?  

Existing literature shows that in larger US companies, the standard process of recruit-

ing a new CEO usually starts with the board of directors appointing a selection com-

mittee. This committee is in charge of organizing and supervising the process of re-

cruitment and, later on, the assessments of selection of a new candidate (Vancil 1987; 

Khurana 2002a). The distinctive character of a selection committee is given by its size 

and composition: the committee may have between four and seven members, and its 

structure usually reflects the different “political factions” of the firm. Depending on 

the situation at the time of the recruitment of the new CEO, the departing CEO may 

be invited to take part in the process (Kesner and Sebora 1994). When it comes to 

other CxO positions, the recruitment of candidates in large companies is always con-

sidered a responsibility of the CEO and, depending on whether the search is underta-

ken in house or outside the company, other actors, e.g. the HR department or an ESF, 

may be involved in the process in different ways (Finlay and Coverdill 2002).  

As for early stage venture-backed companies, sometimes the founder, in a very 

informal way, searches among his personal networks for a business person that can 

complement his technical skills and become the CEO of the company that is just start-

ing (Nesheim 2000; Hornsby and Kuratko 1990). Apart from such a spontaneous 

process, the recruitment of a professional-CEO usually takes place when a start-up has 

launched its first product, begins to raise external funding and the VC‟s firm repre-

sentative has taken a place on the board (Wasserman 2003). Therefore the latter is 

most often involved in the recruitment of new executives. As for the search of other 

CxOs, the CEO is usually considered as primarily responsible. However, it is not un-

common for Silicon Valley VCs to participate and even guide the recruitment process 

(Cohen and Fields 2000; Hellman 2000). 

Recruiting Candidates to a CEO Position –The Relevance of Professional Networks and Le-

gal Contracts  

When conducting my interviews in Silicon Valley, I try to understand the modalities 

through which the recruitment of a new CEO may take form as well as the relevant 

arguments used by the interviewees to justify why they choose one key responsible 

actor over another. The answers I get point to the fact that it is often the VC who 

provides the funds and another board member that jointly lead the recruitment 

process. While the entire board is called on to help sketch a job description for the 
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new position to be opened, it usually is the VC who becomes the front figure for the 

search of a new CEO. This central role is played by VCs both in cases where a CEO 

has to be found in the very beginning of a company‟s life, as well as when a new CEO 

has to substitute the founder-CEO after a turnover. In cases of accommodating tur-

novers, where the founder is still sitting on the board and especially when he has vo-

luntarily left his post, the recruitment may be initiated by the latter.  

Silicon Valley‟s entrepreneurs emphasize that in those cases where the founder is 

involved in the recruitment, he or she is never either the sole or main actor. These an-

swers, however, have to be interpreted in light of the interviewees‟ demographics. The 

group of founders in fact comprises interviewees of a rather young age and foreign 

origins. Consequently, it is difficult to think that these key actors might possess such 

broad networks in Silicon Valley capable of activating a CEO recruitment. Further, 

because in Silicon Valley many turnovers are described as having a separating nature, 

the possibility that the leaving founder starts a search is pretty low if not inexistent. 

Finally, many boards are said to be financed with “angel money” or have a strong VC 

representation, leading to the consequence that investors have a strong interest in fol-

lowing their investments.50 As Andrej puts it:  

And so we decided it was time to look for a CEO. I doubted we would ever find someone 
right to take over my company, you know my own creation, maybe because I was leading 
the executive searching process and I had no previous experience or knowledge of this facet 
of business. I was really scared and so I asked for help from my mentor and my advisory 
board. They came up with some names but I still needed feedback from the VC side. I 
ended up asking the VCs to lead the recruitment as they usually know everybody in the 
region. 

Just like Andrej, other interviewees, besides emphasizing the particular economic in-

terest that VCs may have in a search, also emphasize how the latter may be asked to 

lead a recruitment because of having more networks in Silicon Valley. This compara-

tive advantage and professional characteristic of VCs is described by the interviewees 

as one of the main reasons for appointing these key actors as responsible for the re-

cruitment of a new CEO.  

The same VCs picture themselves as a highly networking professional group. Ben 

is a VC and director of US origins, in his early forties, holding a Master in Software 

Engineering and an MBA. Ben has a background as entrepreneur but proudly identi-

                                                 
50 See Introduction. 
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fies himself as part of the VC community. He explains that the VC community is the 

one having the largest network of contacts among Silicon Valley business actors. 

However, Ben also points to the fact that it is part of a VC‟s job to provide human 

resource support when investing in a start-up. He does not deny, however, that in the 

very end this human resource function may help the investors keep control over their 

agents:  

We are often responsible for the recruitment of new candidates because traditionally we 
have the largest network of contacts and because one of the major tasks that VCs tradi-
tionally do is try to provide a human resource function, searching for experienced execu-
tives for the companies they invest in. So this is something we work a lot with and we are 
active in and obviously it makes running the company and working with the company 
easier if you agree with the executives of the company as far as the business plans and the 
strategies and all this kind of stuff. And if you bring in your own people, often times you 
sort of see more eye to eye with them.  

The human resource function offered by VCs seems to be so developed in Silicon 

Valley that some authors have called them the “godfathers” of start-up companies be-

cause, besides being sources of seed capital, they also act as providers of experienced 

executives and as links to potential customers and partners (Cohen and Fields 2000). 

The large and strong networks of contacts of VCs with the surrounding community 

are said to be derived by the fact that many Silicon Valley VCs often have a back-

ground as entrepreneurs, and in some cases, as executives (Hellman 2000; Banatao and 

Fong 2000). VCs previous careers within technology firms in the region therefore have 

helped shape both their understanding of the technical dimensions of the businesses 

in which they invest and the development of personal connections in local firms 

through former colleagues in which they have trust (Cohen and Fields 2000). 

Some interviewed VCs however also point to the fact that in Silicon Valley, they 

are often “invested by law” with the power to hire new CEOs. By this statement, the 

VCs mean that their dominant position as to the CEO‟s recruitment is very often a 

condition they pose in the beginning of the negotiations with the entrepreneur and the 

rest of the board and before investing in the start-up. As Wasserman (2003) emphasiz-

es, VCs in the US often include an “explicit CEO-succession clause in the term sheets 

they proffer to a company before they invest.” In this way, VCs are willing to provide 

capital to the company only if they personally supervise the recruitment or directly in-

troduce their own CEO-candidate. The VC tradition in networking and the empo-

werment received through legal contracts represent two important institutional pres-
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sures influencing the decision of who is in charge of the recruitment of new CEOs in 

Silicon Valley software start-ups: one normative, coming from professional traditions, 

and the other regulative, coming from venture capital contracts.  

Aaron further develops this idea by explaining that in start-ups, when the found-

ers come from outside Silicon Valley, a common practice is that of involving “local” 

intermediary figures, i.e. organizational actors with long business experience in Silicon 

Valley with executive recruitment. This involvement is necessary, he emphasizes, be-

cause of the need to know how to navigate the local professional networks as well as 

to master those special social codes that often only natives possess as to approaching 

one another. Finally, Aaron thinks that only local actors possess knowledge about the 

local legal culture, which tends to be quite complex in the US. It is true that legal ad-

vice can be provided by lawyers but, Aaron emphasizes, sometimes the latter are 

brought in when it is too late, i.e. when a lawsuit has already been filed, where it would 

have been useful to be already prepared on the many moves that one should not do, 

for example, when recruiting candidates.  

Other interviewees with previous working experiences in large companies stress 

the fact that the main difference between a recruitment process in a start-up, com-

pared with one taking place in a larger company, is that in the latter, the process is 

much more subtle and routines for successions are formalized, most of all through 

standardized practices. These same interviewees are also the ones expressing a more 

“collective view” of the board as the actor in charge of the recruitment process. No 

distinction is emphasized, for example, as to inside and outside directors, or investors 

and other stakeholders.  

Moreover, these interviewees point out that when searching for a candidate, the 

selecting committee as headed by a chairperson, acts like one body and that authority 

as delegated to a few individuals does not imply or assume that those persons have 

more personal contacts or more power. For example, when I ask Mark who usually is 

considered as having main responsibility during a start-up recruitment process, he 

says: 

Our ultimate common goal as a board is to find the most talented and imaginative candi-
dates, whether you bring them in or someone else brings them in. It doesn‟t really matter 
to us as long as we think these may be the best people to turn our company into something 
big and valuable. 

In our conversation Mark often uses the term “we” as meaning the whole board, dif-

ferentiating himself from the VCs and founders who instead use the same word to 
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refer to their own professional group or industry, the VC one. I interpret Mark‟s way 

of depicting boards as a collective entity by the fact that his interests are somehow dif-

ferent from those of a VC (representing the VC firm) and of a founder (simply 

representing himself).  

In his analysis focused on large US companies and their processes of CEO re-

cruitments, Khurana (2002a) stresses the fact that a board is not simply an aggregation 

of individuals whose interests are represented by different financial incentives, as often 

portrayed in the neoclassical economic literature. Boards instead are complex groups 

strongly influenced, in any and each decision, by the social dimension of each member 

and of the whole board as a group. Directors first of all are members of an exclusive, 

small, and pretty homogenous club and their connections transcend the limits of the 

boardroom to find extensions in common residential areas, social clubs, and profes-

sional associations. Further, since directors serve simultaneously on different boards, 

they are at the same time members of a broader “directors‟ community” (Khurana 

2002a).  

That expressed by Khurana is evidenced by the words used by the interviewed 

directors serving on the boards of large companies. In contrast, the answers given by 

the interviewees with experiences strictly based on start-ups, point to a complete ab-

sence of this idea of a director community. Moreover, probably due to the already 

mentioned struggle between VCs and founders within the board, this category of in-

terviewees never expresses the idea of a board as a special entity.51 Instead, when the 

antagonism between founders and VCs is abandoned, the main idea among the inter-

viewees with experiences solely within start-ups, is based on an efficiency rationale. 

This rationale indicate that the responsibility for a recruitment has to be delegated to 

the person possessing the most connections within the local environment, usually his-

torically possessed by certain professional groups (e.g. the VCs).  

Recruiting Candidates to Other CxO Positions –Solo vs. Team-Based Recruitment 

Rutger is born in The Netherlands. He is in his early fifties and holds a Master of 

Science in Engineering. He has been CTO and board member in one of the largest 

Silicon Valley based software companies for a long time. During this period, he was 

the leader of a group of 60 engineers who were creating what he terms “next genera-

tion software” and one of his missions was to meet nearly every start-up of the soft-
                                                 
51 See Chapter One, Section 1.1 (Why To Begin A Recruitment?). 
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ware industry segment in Silicon Valley. When I meet Rutger he has just taken on the 

challenge of starting to lead a start-up company as CEO. When I ask who is usually in 

charge of the recruitment of a CxO in a start-up, he firmly declares: “the number one 

job of any CEO is to hire his own team.”  

However, Rutger pokes fun at himself on this topic, saying that his Northern Eu-

ropean style and the imprinting by a larger company have contributed to this strict way 

of thinking. Moreover, he acknowledges that many of his colleagues working in start-

ups in Silicon Valley often have a more open vision of the process, since they welcome 

“intromissions” by the board in the construction of the recruitment of members of 

the executive team. Elliott, who comes just from California and is a professional start-

up CEO, confirms Rutger‟s admission of being a sort of “one of a kind” in thinking 

that only CEOs are in charge of the recruitment of the other CxOs. Elliott offers in-

stead a totally different strategy:  

I don‟t believe in the model of one man picking up his own people because you know 
sooner or later everybody else will try to prove him wrong and show that these people are 
not a good fit. So my personal strategy is to always empower the people who buy in and 
ask them to be part of the recruiting process. When people have a stake they usually do 
the possible and the impossible for the company, and this means they also try to find the 
best candidates, and most of all, to make them successful.  

Elliott‟s strategy, in other words, is that of making other fellow board members jointly 

responsible for the recruitment of every new member of the executive team. In this 

way, he thinks, new candidates are picked more carefully, they are welcomed within 

the company, and they eventually are successful and last longer as they are supported 

by the entire board. Elliott does not really consider the question related to the fact of 

whether board members are VCs or founders, insiders or outsiders. He just thinks that 

start-ups are like “a very hard but extremely exciting journey” in which one cannot 

afford disagreements and incommunicability. This necessity of having most of the 

board behind the recruitment process, Elliott concludes, is also necessary because, in 

case of conflicts, it would put at risk the position of the software start-up in what he 

considers to be the biggest challenge of companies in Silicon Valley given the high 

mobility of the local executives, i.e. the one of “retaining” talent as opposed to “hir-

ing” it.  
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The interviewed board directors who state they have a supportive role in the re-

cruitment of executive team members envision themselves as “mentors” and “teach-

ers.”52 They explain that over the years, they have accumulated a great deal of expe-

rience learning a lot from all the good and bad searches they went directly or indirectly 

through, first as entrepreneurs and then as investors. Other interviewed VCs emphas-

ize how they have learned all “the tricks of the trade,” mostly from the many mistakes 

they have made, and how they eventually have become skilled judges of team-building.  

Another typology of key actors working in software start-ups in the Silicon Valley 

fieldwork, the founder-CEOs, express a mix of positive and negative feelings regard-

ing the participation of board members in the recruitment of CxOs. On one side, they 

welcome the help coming from the board in virtue of the fact that external directors 

are often those having the largest networks of contacts in the area. In other words, 

they justify a practice of intromission of board members in the recruitment phase. 

This is a consequence of another particular component of the institutional environ-

ment of Silicon Valley where directors, and especially VCs, have a longstanding tradi-

tion of networking, over time developing a function of human resourcing. At the same 

time, founders see the participation of board members in the recruitment of CxOs as 

the typical way for VCs to exert their controlling power over founders, and therefore 

as an organizational feature typical of venture backed start-ups. Finally, younger 

founders admit that they have involved external mentors when recruiting CxOs, but 

emphasize that the latter do not have any relationship with the board, and that this 

type of mentorship is personal and informal. In other words, mentors only play a sup-

porting and advising function in the recruitment phase, and not a leading role as re-

sponsible for the recruitment.  

                                                 
52 Those who define themselves as “teachers” actually belong to this professional profile, through 
their affiliation either to Stanford University or to research and networks collaborations with other 
schools of engineering. About this “teaching” role, Saxenian (1996) emphasizes that numerous pro-
grams and initiatives have, through the years, brought Stanford University and the local industrial 
elites together. One example is constituted by the Stanford Industrial Affiliates Program, which facilitates 
direct interaction between the University and firms of all sizes. Key actors as member firms are in-
vited to drop in on the University‟s labs casually and “help shape the direction of future research” 
(Saxenian 1996: 67).  
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HR Departments and Hiring Functions  

An interesting topic raised both by interviewees with previous work experience in 

larger companies and by those working in more mature start-ups, is the possible in-

volvement of the Human Resources (HR) department in the recruitment of the execu-

tive team. Interviewees also discuss the possibility of developing the functions of this 

department in a more strategic direction. When I ask Rutger what he thinks about the 

role played by HR departments in recruitments targeting corporate executives, he an-

swers without any hesitation: 

I do not think that all CEOs have the right qualities to recruit a talented executive 
team, nevertheless I don‟t believe that HR may be left solely in charge with the recruiting 
of senior management and executive level positions. I don‟t see recruiting as an HR func-
tion, unless you are hiring for administrative positions. HR should be a compliance, 
training and risk management function where processes are implemented and followed. To 
have mid-level managers trying to identify or recruit tier-one senior talent can only lead to 
a disaster.  

This comment by Rutger shows a rather popular way of depicting HR departments in 

Silicon Valley, however, a view mostly belonging to key actors who have been working 

in larger companies. This because, first, start-ups rarely have the resources or the need 

to develop an HR function. Some, however, may have expanded so rapidly in terms of 

number of employees as to require this type of organizational function. Others may 

have introduced a HR department in a search for legitimacy. As a matter of fact, some 

interviewees have witnessed the creation of HR departments in rather young and small 

start-ups as an attempt to signal to investors and candidates that they were a profes-

sional-start-up, not just as a garage-start-up, i.e. a start-up without a clear structure and 

goal. Second, as emphasized by several interviewees, the major problem for software 

start-ups is that no HR person has the knowledge needed to detect talent in technolo-

gy industries and to understand the type of executives really required there. Even the 

simple task of spotting the right ESFs, and explaining to them the qualities needed by 

a candidate to fill a position, may often be difficult for someone not an expert in the 

industry and market.  

However, when speaking with two HR managers working in a more mature start-

up in Silicon Valley, a different side of the story emerges. Julianne is a US-born ESF 

recruiter with previous HR experience. She is in her fifties and holds an MBA. She 

says that in the past, the HR department was often viewed as one of the most estab-
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lished of senior corporate positions, but this happens now very rarely. As she points 

out:  

Nowadays, many HR managers quit because they feel overwhelmed by internal barriers 
and frustrated because of clashing values inside the organization. Sometimes HR manag-
ers are said to be appointed for the purpose of implementing strategic programs and to 
support critical changes inside the company. One of the most important strategic functions 
should be that of planning promotions at the top management level but this rarely hap-
pens.  

Julianne thinks that when it comes to the execution of certain tasks, as the recruitment 

of an executive, HR managers do not find any support or back up from the CEO side. 

This lack of assistance, she explains, is typical when an HR function has newly been 

introduced in an organization, but it may also occur in cases where the HR function is 

not new but a new CEO has envisioned and interpreted it in a different way.  

Jack, one of the directors interviewed in Silicon Valley, says he has personally 

tried to push toward the development of an HR department with a “talent-scout func-

tion” in a start-up. He took this step in the firm belief that companies, large as well as 

small, need to create better routines to evaluate mid-managers striving to reach higher 

positions in the company, and for a CEO, it is impossible to have a clear idea of each 

employee‟s capabilities and ambitions. For this reason, he continues, HR departments 

could work as catalysts between the CEO and “talent climbers.” Instead, as he admits, 

when it comes to recruitment, the most typical way in which HR departments are in-

volved nowadays is limited to finding the best ESF, establishing a connection, and fi-

nally getting a good deal. 

Many studies have drawn attention to the transformation, development, and 

spread of HR departments in the US in the period between the two World Wars and, 

even more, after 1945 (Harris 1982; Kochan and Cappelli 1984; Baron et al. 1986). 

Others studies instead have attested to the low status of the personnel function within 

the modern corporation (Kanter 1977; Jackall 1988; Finlay and Coverdill 2002). In 

particular, Finlay and Coverdill (2002) emphasize that a practical consequence of the 

low status of HR departments has been that searches at a higher level are not en-

trusted to these departments. This avoidance of involving HR departments in proce-

dures such as recruiting, screening, and selecting candidates positioned at a top level of 

the hierarchy is done in order to keep them away from assuming an awkward position 

of evaluating their future superiors. For this reason, the alternative of using an external 
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ESF has been considered a good way to avoid embarrassment for both the candidates 

and the HR department (Finlay and Coverdill 2002). 

On this topic, Khurana (2002a) emphasizes another aspect of the problem, which 

is strictly connected to the institutional environment in which US HR departments are 

embedded. He points to the fact that recent complex government regulations related 

to employment practices have made personnel work more complex and executive re-

cruitment more difficult. With the intent of both protecting personal privacy and inhi-

biting discrimination during hiring processes, many personal questions to potential 

employees are forbidden by law. Employers therefore have looked for a practice to 

strategically avoid possible legal problems and the use of an intermediary external to 

the organization, Khurana continues, would be just such a functional solution to this 

problem.53 At the same time, however, it deprives the HR department of possible par-

ticipation in the recruitment process of executives (Khurana 2002a). 

1.4 Where to Recruit? 

One of the central distinctions portrayed in the past academic works on the recruit-

ment of candidates at CEO and other executive level has been based on the origins of 

the candidates, namely as coming from inside or outside of the organization (Kesner 

and Sebora 1994). In the case of large companies and CEO succession, emphasis has 

been placed on the fact that boards of directors are often hesitant to recruit an outside 

CEO unless the company has experienced serious underperformance (Khurana and 

Nohria 1999). At the same time, organizational boards composed of many outside di-

rectors are posited to show a tendency in choosing new CEOs from the outside. The 

latter phenomenon has been explained as being the result of a recent shift in institu-

tional logics, i.e. from one predominantly managerial to another where investors large-

ly influence both the internal and external organizational dynamics (Khurana 2002a). 

The distinction between inside and outside candidates has also been analyzed 

when it comes to the recruitment of candidates for other CxO positions. In particular 

in Silicon Valley, the choice between internal promotion and outside recruitment has 

been considered interesting because this environment is characterized by a striking 

inter-firm mobility that discourages the formation of internal labor markets (Saxenian 

                                                 
53 About this topic, interviewees in Silicon Valley have expressed opinions in line with that depicted 
by Khurana. In order to avoid repetition, their contributions are presented in the chapter dedicated 
to the selection of candidates, namely Chapter Two, Section 2.1 (Which Selection Methods are Used?).  
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1996). Empirical evidence shows indeed that Silicon Valley firms, as compared to the 

rest of the US, tend to fill a higher proportion of engineering job vacancies with expe-

rienced candidates, thus recruiting a very small percentage at the entry level (Angel 

2000).  

However, when it comes to small and newly formed organizations, this core and 

widely accepted distinction of inside-outside succession may lose all of its relevance. 

As stressed by Wasserman (2003), other distinctions may instead be crucial for high-

tech start-ups since the successor of a founder-CEO almost always comes from out-

side the firm. The same can actually be said for the recruitment of the rest of the ex-

ecutive team, as very few young companies have the resources and time to foster tal-

ent and shape executives (Wasserman 2003).  

One possible distinction applicable to the case of Silicon Valley high-tech start-

ups could therefore be related to whether the candidate comes from other start-ups, or 

from larger and older organizations (Angel 2000). Furthermore, another important 

criterion could be based on the core distinction centered on recruitment inside or out-

side the region or the country. The choice between these dichotomous typologies of 

recruitment could be rooted in the observation that, on one side, the Silicon Valley 

labor market is pretty local although, on the other side, many entrepreneurs and key 

actors have different ethnic backgrounds and can therefore have an inclination to-

wards networking and recruiting both CEOs and CxOs from outside the region (An-

gel 2000; Saxenian 1999). 

Executives High-mobility, Internal Climbers, and Outsourcing 

In the Silicon Valley fieldwork, two of the major arguments brought forward by inter-

viewees when explaining from where they recruit their executive candidates is Silicon 

Valley high labor mobility and a start-up‟s need of achieving legitimacy. As for the 

first, interviewees refer to a particular labor culture dominant in the region that denies 

any principle of loyalty and makes it difficult to foster executives from the inside. El-

liott notices as follows: 

It is not a question of having or not having company loyalty. Here in Silicon Valley peo-
ple hop from job to job because if they stay in one job for a few years, others will start 
wondering: “What‟s wrong with him?” It is also hard to get promoted upwards to a truly 
different position because outsiders are likely to get the job above you that you have been 
striving for. 
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When listening to Elliott‟s words and looking at the profile of my interviewees, I real-

ize that it is difficult to find an individual who has made an internal career, or has 

stayed for more than five years in a Silicon Valley company. The interviewees them-

selves make it also very clear that mobility is a particular trademark of Silicon Valley 

and emphasize the local aspect of this phenomenon. Although internal labor markets 

may be important for motivating employees at all levels, the embeddedness of tech-

nology companies in a region characterized by such a high mobility often negates any 

efforts in that direction.  

One factor, above all the others, makes it difficult to hire at the bottom and fos-

ter talent from inside in more mature start-ups: the harsh competition from the side of 

younger start-ups. Young talented people who have high potential to become execu-

tives are always spontaneously attracted by the “newest” start-up and by the sense of 

excitement, independence, and familiarity in working in such environments. As Ben, 

who is a VC, further explains: 

No suits, no hierarchies, no PowerPoint presentations. These guys do not care about 
health coverage or big offices or free lunches every Thursdays. They just want something to 
be really passionate about, to have a goal and a mission.  

In other words, Ben thinks that in Silicon Valley it is difficult to foster talent inside a 

more mature start-up because of the great appeal and competition exerted by newly 

formed ventures. Further Ben, as well as the other VCs, points out how recruitments 

at a junior level in a start-up (in order to allow the person to make an internal career 

up to the executive level) do not actually solve any problem at all, at least in the mid- 

and long terms. As start-ups grow, there is an evident need for different executive po-

sitions. If in the beginning, the roles are very flexible, during the evolution the roles 

become more specific and there is more a creation of new roles than an expansion of 

old ones. This situation of “creation instead of expansion” can produce emotionally 

difficult situations in which the junior persons trapped in an old role or function can 

feel very frustrated if they do not see, over time, any possibility of reaching a CxO po-

sition in that function. Besides this local aspect of the Silicon Valley labor market, 

some VCs marginally mention even a more global feature of the software industry to 

take into account, i.e. the constant mergers and spin-offs that make it impossible and 

even meaningless to stay in the same company for years. 

On the other side, the entrepreneurs point at another problem related to the fact 

that internal fostering of executives is discouraged. They explain that, in order to raise 

a financial round, start-ups have to try to attract big names so as to show VCs that 
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they have a talented CEO in whom it is worth investing. The problem however is that 

big names, who are often located outside in some big company, are difficult to hire if a 

new company is guided by an unknown founder, and there are very limited financial 

resources. A common practice in order to get around this outside-inside dilemma, the 

entrepreneurs conclude, can be to outsource CEOs.  

The tactic of outsourcing is used by founders even when trying to attract a CxO. 

When a product is launched, they explain, the VC community often starts getting in-

terested in the founder and his start-up. With the first raised money, it is often possi-

ble to outsource CxOs who are competent enough to reassure the VCs but that cost 

much less than if they were hired on a permanent basis. In essence, some CxOs are 

actually not necessary in the first steps of a start-up but they may help to boost the 

image of a start-up and attract venture capital.54  

Nesheim (2000) emphasizes that the use of outsourced executives is quite popu-

lar in fast-speed technology start-ups in the Silicon Valley. Outsourced executives are 

often professionals who have recently become unemployed or who simply wish to 

remain independent. As to the latter group, Nesheim explains that a VC firm in Silicon 

Valley used to call them suggestively “49ers,” i.e. after the group of pioneers in search 

of gold during the famous California gold rush of 1849. 

On the very topic of outsourcing, an interesting argument is produced by Elisa-

beth. She says that there is a sort of paradox in Silicon Valley‟s start-up recruitments. 

From a resource seeking and probably technical point of view, the smartest choice is, 

at each and every stage, that a start-up outsources a big name from outside the com-

pany, i.e. someone with ad hoc skills for a certain stage and with a high reputation in 

the industry. However, the advantage of having an outsourced executive may conflict 

with the fact that, from a social point of view, a start-up will certainly benefit much 

more from a permanent and less ad hoc recruitment, someone who will stay in the 

company and build strong connections inside the executive team. This is because both 

the board and the members of the executive team need to know that they can invest in 

each other and in the company, and that they will make it together through the whole 

journey. And the latter, says Elisabeth, is the most intriguing and challenging aspect of 

working in a start-up.  

                                                 
54 See also Section 1.2 (Which Positions to Fill?). 
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Silicon Valley as a Self-sufficient Executive Labor Market 

Aaron has founded several software start-ups both in Israel and Silicon Valley, and in 

each and every one of them has spontaneously taken the role of CTO, while retaining 

significant control as founder and board member. When asked from where his CxOs 

were recruited, he comes with a very interesting theory. Aaron says that CxOs can 

come from anywhere as long as they are talented and competent persons, but that the 

CEO “must always be local.” I ask Aaron what “local” means, he explains that it 

means to have been around, in a business environment for a while and to be able to 

understand its culture and rules of the game. He says, for example, that an American 

CEO or, even better, one who has studied and worked in Silicon Valley, can be a pre-

cious hire. A CEO is not just a leader who must have good communicating skills with-

in the company, but he is a front figure representing the company to the outside 

world. Most of all, he is the one who has to gain the trust of the VCs, and this requires 

many connections in the VC community. Moreover, Aaron concludes, the CEO must 

have an understanding of the legal regulatory regime and know in general where and 

how to recruit CxOs. When Aaron describes his idea of local, I think about organiza-

tional fields, more than countries and about those dominant logics that, according to 

institutionalists, characterize them and to which the members of a field adapt in a tak-

en for granted manner.  

On the same line but in a more stereotypical way and with slightly different im-

plications, a Swedish CxO explains the importance of “acquiring” a US business cul-

ture before applying to a CxO or CEO position. Fredrik is a Swedish-born Chief Op-

erational Officer (COO) in his forties. He holds a Master degree in Engineering and 

moved to Silicon Valley five years ago. He has worked in large Swedish and American 

companies before entering the start-up in which he works at the moment of the inter-

view. Silicon Valley, Fredrik explains, is really a type of business environment welcom-

ing all types of nationalities. As to the modalities of this opening towards individuals 

with foreign backgrounds, he points out that it is not so much that employers go out 

of state and seek talents outside the region; it is more that candidates themselves come 

to Silicon Valley and seek a great and inspiring job in the Mecca of high-tech. In this 

way, Fredrik emphasizes the local character of the Silicon Valley labor market and the 

importance for foreign candidates to acquaint themselves with the business culture of 

this local labor market.  

Further, Fredrik explains that culturally “laidback Californians” do not have so 

much in common with “laidback Swedes.” Swedish CxOs are able to think in broader 
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terms and are much better at listening than Americans. Swedes do not let their egos be 

in the way of the best interests of the companies. However, as he acknowledges, 

Swedes do not know how to be strong leaders, they do not know how to say “I” in-

stead of “we,” and are incapable of promoting themselves. For these reasons, Fredrik 

concludes, not many fellow-countrymen, Swedes, succeed in being directly hired in 

CxO and CEO positions in an environment such as that of Silicon Valley. Instead, 

they need to learn the American business culture by moving in such an environment 

when they are very young. 

By using a series of clichés about cultural differences between US and Swedish-

born individuals, Fredrik points anyway to the fact that even in an industry as globa-

lized as the software one, and in a multiethnic milieu as Silicon Valley‟s, local business 

cultures cannot be downplayed. However, the problem is still ascertaining whether the 

Silicon Valley business culture can really be defined as “American” as Fredrik thinks 

or as a culture of an organizational field where different individuals with different na-

tional backgrounds share a common culture of innovation, risk taking and personal 

economic achievement. 

Other interviewees with non-US origins, such as David and Kostas, similarly 

think that the Silicon Valley market is self-sufficient and that there is no need to look 

outside it as the most talented candidates are already there. Once these people start to 

circulate in the area, they conclude, key recruiting actors are actually nationality blind 

and the labor market is really open to anyone, implying the necessity to become ac-

quainted anyway with the culture of the field.  

From the side of the directors, another type of institutional argumentation, based 

on the regulative dimension of the latter, is brought up. These interviewees say that 

many CEOs and CxOs are recruited from Silicon Valley because of the availability of 

information as to the candidates. As these interviewees repeatedly stress, it is one thing 

to be able to look on the Internet or to call someone on the East Coast, it is another 

to be able to have a confidential chat with a friend, an ex class-mate perhaps, and ask 

what they think of a candidate. The business environment of Silicon Valley, the inter-

viewees continue, allows easier access to information compared with recruiting outside 

the region. For instance, as Elisabeth highlights: 

Once you have individuated a possible candidate, how can you be sure he is the right guy? 
If you think you will have to rely on references, you have to be aware that you have to lis-
ten between the lines, right? These days all recommendations shine with the threat of law-
suits. A CFO may have been stealing from his previous company, but the references 
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would still say: “Well yes, he did a good job.” So what you need is a really good chat 
with a really good friend, someone you can see eye-to-eye.  

Elisabeth emphasizes a trait of the regulative dimension of the US institutional envi-

ronment that strongly affects the behavior of hiring actors. During the selection phase, 

as will be seen in the next chapter, it is a common practice to check candidate refer-

ences.55 The US defamation laws vary from state to state, but they all have the com-

mon trait of making employers quite nervous when asked to offer any comments 

about former employees: especially when such remarks can be negative and employers 

fear being sued. The choice of recruiting a CEO or CxO for software start-ups within 

a local community (namely the Silicon Valley business environment) can then be influ-

enced by the wish of avoiding legal problems, since information as to the references 

for the candidates in this community is more readily available and, for instance, can be 

checked in a confidential manner by a chat with a former roommate during college 

time.  

1.5 How to Recruit? 

When analyzing hiring practices, one of the most discussed aspects in the economic, 

organizational, and sociological literature concerns how candidates are recruited, or in 

other words, the types of channels through which potential employees are reached by 

employers. These channels are frequently dichotomized between informal and formal 

ones (e.g. Holzer 1987; Granovetter 1995; Moss and Tilly 2001). Informal channels are 

usually represented by personal networks and referrals from co-workers or business 

partners, while formal channels comprise advertisements, signs, and employment 

agencies (Marsden 1996).  

As to the reasons provided for the choice of one type of channel over another, 

economists have mainly focused on transaction-cost explanations, implying that in-

formal recruitment methods are preferred to formal ones, the former being much less 

expensive (Williamson 1994). Sociologists argue, though, that informal channels tend 

to be preferred because of the quality and intensity of information they provide (Wan-

ous 1980; Granovetter 1995). Finally, organizational scholars have most often pointed 

to the relationship between formality and size of an organization: smaller organiza-

tions are more inclined to use informal techniques not only because of their more li-

                                                 
55 See Chapter Two, Section 2.1 (Which Selection Methods are Used?). 



72 

 

mited resources and positions to fill, but also because of their unsophisticated level of 

bureaucratization (Mintzberg 1979).  

Marsden notes that among the external arguments, there may be some claims re-

lated to environmental characteristics leading to the choice of one method over anoth-

er. In particular, Marsden points at those technical characteristics of labor markets, 

such as a shortage of a certain type of human resource, or those institutional regulative 

pressures in form of employment laws, which may push employers towards the use of 

formal methods (Marsden 1996). Finally, as highlighted by Brinton and Kariya (1998), 

the type of institutional environment should also be interesting in terms of the actors 

who in the normative dimension may play intermediating roles –as universities or oth-

er types of non orthodox intermediaries- since these actors can affect the choice in the 

dilemma of formal versus informal channels. 

Personal Networks 

Many stories about informal recruitment in Silicon Valley begin as the one narrated by 

Andrej: 

I had already founded two start-ups during college time, with the help of my parents. 
Then I decided to move to Silicon Valley and start graduate school at Stanford. And 
there I ended up meeting my future CEO… he was one of my teachers. And so we 
agreed that he would be the CEO and I would be the CTO of my company. 

These stories bring up an important element related to how start-up executive teams 

are built. The very first stage of a start-up formation is usually supported by the entre-

preneur and family financial efforts. In this phase, all resources, even those concerning 

human resources, are provided, by the closest networks surrounding the founder. 

Over time, as the need for funding and professionalization of the executive team be-

comes crucial in order to expand, new actors can be introduced on the basis of weaker 

ties.  

In his book, The Strength of Weak Ties (1973), Granovetter stresses that job seekers 

usually get information as to available jobs and positions not through close friends and 

families (strong ties), but through contacts they see infrequently (weak ties). As the 

author explains: “Those to whom we are weakly tied are more likely to move in circles 

different from our own and will thus have access to information different from that 

which we receive” (Granovetter 1973: 1371).  
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The entrepreneurship literature shows substantial empirical evidence demonstrat-

ing the importance of social ties in the formation and development of new enterprises. 

In particular, the network approach to entrepreneurship, of which Aldrich is probably 

the most prominent initiator, offers an important contribution to the debate about 

self-employment, entrepreneurship, and small business formation.56 This approach 

focuses on entrepreneurs as “embedded in a social context, channeled and facilitated 

or constrained and inhibited by their positions in social networks” (Dubini and Al-

drich 1991: 312). The organization and coordination of resources require social activity 

and social interactions and the building up of a new business means that existing social 

relationships have to be activated and new ones created. 

Empirical works based on this network approach to entrepreneurship suggest 

that strong ties generally contribute more to firm survival in the very initial stage while 

weak ties are more important in facilitating growth (Brüderl and Preisendörfer 1998; 

Hite and Hesterly 2001; Stearns 1996). One of the fundamental explanations provided 

is that a decreasing intensity of ties and network embeddedness is connected to a shift 

from an identity-based network, centered on the person of the entrepreneur, to a 

more calculative one (Hite and Hesterly 2001). That emphasized by these works fits 

perfectly with several accounts presented by my interviewees, such as the one by And-

rej restated above. However, that most interesting in the descriptions given by my in-

terviewees is the types of weak ties that are addressed. These ties are depicted as de-

veloped through the intermediation of organizations and actors positioned in the 

normative sphere of the institutional environment of Silicon Valley and acting as in-

formal intermediaries: namely universities, lawyers and VCs.57 

On this very topic Brinton and Kariya (1998) stress the fact that in the sociologi-

cal literature related to the informality of recruitment channels, the most popular ques-

tion is “who do you know?” However, this question actually only sheds light on the 

social embeddedness of recruitment practices while it leaves unexplained many related 

institutional questions such as “why do you know who you know”? (Brinton and Ka-

riya 1998). The literature on Silicon Valley seems somehow to answer this question by 

considering business lawyers and VCs as the most important channels to personal 

                                                 
56 There are two very different network approaches to entrepreneurship. The first one pertains to the 
personal network of entrepreneurs, the second to the collective relationships the entrepreneurial firm 
is embedded in. The first one, however, is the one most often used (Dubini and Aldrich 1991).  
57 For a specific analysis of the role played by university-industry links in the matching of people to 
jobs in Silicon Valley see Chapter Two, Section 2.1 (Which Selection Methods are Used?). 
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contacts. It has to be emphasized that these organizational actors act in an informal 

way, without being remunerated for their services, just in virtue of their personal rela-

tionship with both job seekers and job searchers. 

As to the first category of informal intermediaries, the business lawyers, some 

CEOs explain how lawyers play a relevant role in the recruitment process of CxOs in 

software start-ups since they often are knowledgeable as to the secrets of many com-

panies and, at the same time, are considered actors “above the parties.” On this point, 

Suchman explains that law firms in Silicon Valley have from the very beginning devel-

oped a versatile practice by playing multiple roles in advising start-ups. The law firms 

operating in the region perform functions that go beyond legal tasks, i.e. their actual 

involvement in deal-making, through counseling both VCs and entrepreneurs prior to 

their dealings with other actors. In particular, one of these “not-strictly legal” func-

tions played by Silicon Valley law firms consists in the search, intermediation, and 

matchmaking of suitable executive candidates (Suchman 2000; Johnson 2000).58 

VCs are the second, and more crucial and powerful professional group when it 

comes to networks and matchmaking in Silicon Valley, in particular due to the fact 

that they usually possess the broadest networks of contacts. VCs in the very context of 

my fieldwork are also start-up actors as they often sit in the board of directors of the 

start-up that needs to recruit candidates. 

David is an Israeli-born entrepreneur and CEO. He is in his late thirties and 

holds a French MBA. He explains that the peculiarity of the VC network is that it ex-

tends itself outside the borders not only of Silicon Valley but of the US. He depicts 

VCs as the most globalized professional group in Silicon Valley: 

The VC communities have so many links with one another, you never know. It‟s really 
unbelievable. Every time I approach a VC I am not only afraid to share my ideas with 
them because of their networks in Silicon Valley. What if they spoke with their fellows 
VCs or other entrepreneurs and said: hey, why don‟t you build this? But I am also 
afraid they may pick up the phone and speak with their fellow VCs in Israel or France 
and check everything I have done up to now. These people meet thousands of other people 
every day and they travel like no others.  

                                                 
58 Johnson (2000) stresses the fact that when compared to ESFs, lawyers in Silicon Valley have an 
advantage when it comes to the understanding of executive matches in start-ups. As a matter of fact, 
lawyers are often invited to attend the meetings of start-up boards and in this way know more than 
others what the real needs (even in terms of executive skills) of their start-up clients are. 
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The way in which David portrays the Silicon Valley VCs is quite interesting especially 

when relating this group to founders. Founders are considered to be the most interna-

tional community among Silicon Valley high-tech actors, especially in the software 

field (Wadhwa et al. 2007). Even among my interviewees, sampled in a random way, 

founders and not VCs are the ones with the most international backgrounds.59 How-

ever, these interviewees, mostly new immigrants, remark that VCs as a professional 

group are the most globalized ones and in virtue of this characteristic they are also the 

most efficient matchmakers in the area.60 

The same VCs speak about themselves as the most active labor intermediaries 

due to the extensiveness of their networks: they can reach candidates all over the 

world, for instance, by simply making a call to a colleague working on the other side of 

the pond. Bruton et al. (2005) maintain that the high propensity of VCs to networking 

started already during the initial expansion of the industry, and was due to the relative-

ly small number of existing firms. The small size of the industry at this time encour-

aged VCs to work and invest together to limit their risks. VCs often communicated 

with each other about potential investments, frequently seeking advice from each oth-

er (Fried and Hisrich 1994). Additionally, particularly in early stages of an investment, 

it was common that VCs sought out other VCs as co-investors (Reiner 1989). In other 

words, syndication allowed the VCs to diversify their investment risk and, at the same 

time, to share knowledge (Bygrave 1987).  

Moreover, after an investment was made, VCs in the US often cooperated in 

monitoring the investment (Fried et al. 1998). It is true that during recent years, the 

capital managed by an average venture capital firm has considerably increased, thus 

reducing the need to share risk through co-investments. However, as stressed by the 

scholarship in the field, VCs still maintain strong interconnections with each other de-

spite the fact that the VC industry has grown in size and that VC firms have changed 

in structure (Manigart 1994).  

Signs and Advertisements  

Moving now to formal recruitment practices, the latter consist of both extensive prac-

tices, such as that of spreading information as to openings via advertisements and 

                                                 
59 See Introduction. 
60 A different view pointing at the strength of Silicon Valley immigrant networks and transnational 
linkages with their countries of origin is offered by Saxenian (1999). 
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signs, and of intensive methods, such as the use of an intermediary organization. Ad-

vertisements and signs can probably be considered the methods that imply quite high 

costs, both from a financial and time perspective. For example, advertising involves 

significant screening on the side of the recruiting actors as it usually opens the door to 

a larger pool of candidates than in the case of recruitments filtered by an intermediary 

(Marsden 1994).  

During a trip to San Francisco, several months before starting my fieldwork in 

Silicon Valley, I noticed a very interesting recruiting practice in form of signs adopted 

by Google. The company had placed a large billboard at the side of Highway 101, just 

south of San Francisco, stating the following: 

{first 10-digit prime found in consecutive digits of e} .com 

By solving the equation, the reader would get a series of numbers and, by typing those 

numbers into an Internet browser he was redirected to the company‟s job pages and 

could determine the identity of the recruiter behind the billboard. This form of adver-

tising did not passed unobserved by the many high-tech experts that populated Silicon 

Valley.  

When speaking with my interviewees, I ask to each of them if a similar recruit-

ment method could be used for recruiting executives. The majority of them reply that 

this is a pretty interesting way of finding skilled programmers, and some of them even 

think that it would be quite interesting to proceed in this direction and create other 

cryptic riddles to attract and test executives. As many software people are geeks who 

like equations, such a tactic could probably work, in particular as a pre-emptive screen-

ing method. However, interviewees add that together with technical skills there are 

other social skills that executives should possess and that would be impossible to 

measure in such a way.  

Except for this famous example, it is difficult to find among my interviewees 

someone who really believes in the power of signs, and certainly not for CEO posi-

tions. Signs are considered to work only to attract young mid-level managers and col-

lege graduates. However, they also immediately add that, as to college graduates, the 

preponderance of university-industry networks is considered a much better alternative. 

Even advertisements in the newspapers are considered by interviewees as an extrema 

ratio solution. For instance, Claire, who is a VC, thinks: 

If you use ads, they will attract precisely that type of people you don‟t want to attract. 
Talented executives rarely are out there reading newspaper ads. If they were out there 
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without a job – a thing that I find hard to believe in this very moment- they would find 
much smarter ways to connect with the people who really count.  

Claire refers to the fact that in the very period of the interview, the labor market for 

software executives is pretty tight, with software companies, after a period of econom-

ic struggles due to the dot.com crash, now starting to compete again with one another 

in order to recruit the best executives.61 

CEOs, however, are the ones who think that advertisements could work pretty 

well in tight labor markets, and most of all, when placed in software magazines and on 

the Internet. The downside with advertisements is not the type of people they attract. 

Rather, the heavy screening job that recruiting actors have to perform is, because of 

the enormous amount of time that this recruitment system requires. Even the ESFs 

interviewed in Silicon Valley have a quite friendly attitude towards advertisements, 

which they consider as the best way to connect with software people, albeit more 

when placed in newspapers than through the Internet.  

Recruiting through an Executive Search Firm 

Interviewees in Silicon Valley explain that software start-up recruiting actors often hire 

an ESF to assist in the recruitment and selection of new CEOs and CxOs. Contacts 

between the start-up and the ESF are usually established directly by the person super-

vising the search or, in some cases, by an HR manager. Interviewees also explain that 

they do not usually establish exclusive relationships with a particular ESF but that the 

choice of the latter is often guided by different efficiency related criteria, determined 

for example by the position that has to be filled and the sought candidate profile. The 

latter, however, are portrayed as being often incomplete at the beginning of recruit-

ment. For this reason, one of the first jobs of the ESF consists just in meeting with the 

board and pulling together a possible profile for the new CEO or CxO.  

The interviewed ESF recruiters express instead just the opposite aspiration of es-

tablishing long-term relationships with their clients and candidates. ESF recruiters also 

add that the type of agreements between them and the clients are always based on re-

tainer.62 A characteristic of retained searches is usually that the ESF receives the fee 

even if the search does not produce a successful placement of a candidate. ESFs are 

                                                 
61 “Tight labor markets are those in which more vacancies exist than men to fill them; the opposite 
situation (surplus of men) is called a loose market” (Granovetter 1995: 10). 
62 See Introduction. 
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said to typically receive one-third of their fee in advance, another one-third at a mid-

point, and the final one-third upon delivery (or, in any case, at a time established by 

the contract).  

In an extensive qualitative study on ESF recruiting practices in the US, Finlay and 

Coverdill (2002) found that, on occasion, retained recruiters undertake contingency-

fee searches, i.e. searches entailing the payment of the fee only if the ESF is able to 

successfully place a candidate with an employer. In contingency-fee searches, the 

ESF‟s mission is usually not exclusive, i.e. the hiring firm can choose to engage other 

recruiters in the search, and their fees range from 20% to 30% of the first-year salary 

of the candidate (Finlay and Coverdill 2002).  

When asking my interviewees if they are familiar with this type of practice, they 

answer unanimously that the largest and most prestigious ESFs in Silicon Valley work 

exclusively on retainer when it comes to searches for new CEOs. Julianne is a US-

born recruiter working in a pretty large ESF located in San Francisco. She is in her 

fifties, has an MBA and a longstanding background as an HR manager in several high-

tech companies. Julianne explains that not only Silicon Valley ESFs usually work most 

often on retainer but that, following a recent trend, they also tend to exclusively work 

with companies that in addition give them equity. The reason for this development is 

that the Silicon Valley labor market for high-tech executives at the moment is tight 

and locating and attracting an executive may therefore imply high costs in terms of 

time for an ESF. Julianne implies that for an ESF, the choice between retained or con-

tingency searches is based on the technical characteristics of a specific labor market. 

During the dot.com boom, when many talented executives were unemployed, working 

on contingency was economically rewarding.  

Confronted with the same issue, the interviewed directors bring a type of non 

economic argumentation. They say that when they hire an ESF to assist in an execu-

tive recruitment, they exclusively use searches on retainer because they do not want to 

incur any risk connected with spreading too much information about a process that is 

indeed characterized by its confidentiality. Mark expresses his opinion in these terms: 

Contingency searches are not a smart choice if you are seeking to fill a confidential re-
placement position. I don‟t see why an employer would ever give out a CEO search to a 
group of people, risking that the confidence could be breached simply by the number of 
people who come to know about such a covert situation.  

Confidentiality is considered by actors in start-ups as the number one reason for ap-

pointing an ESF: the latter is considered to operate as a shield protecting the reputa-
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tion of both the searching software start-up as well as that of the candidates (Khurana 

2002a). It should, however, be added that this request for confidentiality can take a 

specific shape because of the particular characteristics of the US institutional environ-

ment. 

When speaking with Aaron about the reasons why a start-up may consider un-

dertaking an executive search with the help of an ESF, he turns to his personal expe-

rience. When he first arrived in Silicon Valley, he was astonished by the fact that com-

panies, even when rather small and new, were so eager to use intermediaries and waste 

outrageous sums of money in order to contact people they could meet in the coffee 

shop around the corner or at next month‟s Software Exhibition. However, later on, he 

understood that the reason was to be found in the fear of a legal system difficult to 

navigate. Aaron says: 

If you have the resources and you need a new CEO, it is best you hire an executive search 
firm in the US. No matter how good your personal networks are, you do not want to 
mess with the law. Search firms are very expensive but they do due diligence and pre-
screen candidates.63 They save you time and lawsuits. They monitor the pool of executives, 
protect your reputation and reach candidates you already know but would not dare to ap-
proach on your own.  

As confirmed in a fairly funny way by Julianne, many of her search assignments simply 

sound like “are you a body and do you know John?” Julianne means that it sometimes 

almost does not matter who the recruiter is as long as he plays less as a searcher and 

more as a buffer between the employer and an already targeted candidate. As she fur-

ther explains, one of the major reasons for employers to hire ESFs is that of protect-

ing not only their name and reputation by also their finances. By using recruiters, these 

employers can come in contact with candidates they already know by name, or in 

some cases, even personally, but who they would not dare to contact personally mainly 

because of possible legal consequences.  

Other founders in Silicon Valley further explain why the legal environment in 

California is one of the reasons pushing employers to using ESFs in both the recruit-

ment and selection phases for a new executive. As to the recruitment moment, one 

step is considered particularly tricky and dangerous: the attempt to approach a candi-

date and explore his possible interest in the position and willingness to meet the board 

                                                 
63 Due diligence in civil litigation is the effort made by an ordinarily prudent or reasonable party to 
avoid harm to another party. 
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for an interview. In California, the “overt raiding of a company for its employees” is 

an unlawful method of competition in the job market; stealing the employees of a 

competitor, in other words, is legally prohibited and not simply an ethical problem.64 

Thus, the use of an ESF as a buffer or scapegoat, and the fiction that it is the latter that 

is responsible for offering jobs to possible interested candidates, is convenient for all 

the parties as it reduces the risk that inter-firm tensions erupt into open hostility (Fin-

ley and Coverdill 2002). 

According to Jeff, besides playing as buffers and scapegoats, ESFs often under-

take the role of legitimators. For many software start-ups, the problem is that they often 

lack the resources to pay an ESF. However, if a company can find an adequate source 

of financing and investing in a search conducted by an ESF, the start-up can gain a 

certain amount of legitimacy in addition to the advantage of avoiding lawsuits. As Jeff 

explains:  

Just recently, a start-up company succeeded in picking up a prestigious recruiting firm and 
it was so proud that it issued a press release crowing about it. Hiring a famous ESF 
makes a huge difference, because it shows candidates, investors, and competitors that you 
are serious about building a great company. It is a way to differentiate yourself from hun-
dreds of other start-ups out there.  

Recent studies on corporate executive recruitment in large US companies (Khurana 

2002a; Finlay and Coverdill 2002) show that the role played by ESFs in the labor mar-

ket for executives is quite different from the one assumed by the economic and socio-

logical literature regarding intermediaries operating in other markets. The classic no-

tion is usually that the primary role of this type of middleman is to bridge unconnected 

parties and gain access to strategic information otherwise not available to those parties 

(Burt 1992). However, as the works by Khurana (2002a) and Finlay and Coverdill 

(2002) show, this role does not seem to completely apply to ESFs in the US as other 

peculiar functions are instead traceable as characteristic of these organizations.  

Drawing from Simmel‟s category of the mediator in triadic relationships, Khura-

na (2002b) summarizes the ESF mission in three core steps.65 This triadic relationship, 

                                                 
64 Restatement 2nd Torts § 768, as applied by the Supreme Court of California. See, e.g., Korea Supply 
Co. v. Lockheed Martin Corp., 29 Cal. 4th 1134 (2003) and Robert L. Reeves et al. v. Daniel P. Hanlon, 33 
Cal. 4th 1140 (2004). 
65 Simmel distinguishes three categories of middlemen in triadic interactions. The first one is the non-
partisan or mediator, the second is the tertius gaudens, and the third the divide et impera. While the tertius 
gaudens and the divide et impera are two parties deriving personal advantages from their separate inter-
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hiring organization-ESF-candidate, and their patterns of behavior in regard to the way 

they relate to each other during the selection phase, is further analyzed in the follow-

ing chapter. 

1.6 Chapter Summary 

Entrepreneurs, VCs, directors, CxOs, and ESF recruiters interviewed in Silicon Valley 

speak in this Chapter about the crucial issues related to the first moment of the match-

ing process of candidates to executive team positions: the recruitment. The intervie-

wees explain why a new executive needs to be recruited in a start-up, which positions are 

to be filled and in which order, who is (are) the key person(s) in charge of the recruit-

ment process, where and finally how candidates are recruited. Further, this Chapter un-

derscores the types of argumentations (economic, organizational and institutional) un-

derlying the interviewees‟ recruitment choices. 

When it comes to why the recruitment for a new CEO generally takes place in a 

Silicon Valley software start-up, interviewees devote special attention to the substitu-

tion of the founder-CEO. This first change in the executive team is often required by 

VCs before they are willing to invest in a start-up and take a seat on its board. Inter-

viewees use a mix of economic and organizational argumentations to justify why this 

change may be necessary. However, it is possible to detect how these economic and 

organizational rationalizations hide wider institutional influences.  

The economic argumentations used by the interviewees are mostly related to an 

envisioned principal-agent relationship between the VC and founder-CEO of a start-

up, leading the first to dismiss the second and search for a professional-CEO in order 

to control for possible uncertainty risks as to founder behavior. Yet the type of inter-

ests and risks involved in the VC-founder relationship are not solely determined by 

issues of ownership and control but, most importantly, are shaped by an institutional 

environment, that of Silicon Valley, influencing these actors through a specific domi-

nant institutional logic. Under this common logic, key actors envision software as a 

lucrative business and software entrepreneurship as a serial phenomenon. This com-

mon logic further directs the economic interests of founders and VCs towards sepa-

rate individualistic goals, thus often creating conflicts and separating turnovers, with 

                                                                                                                                                              
ests, the mediator receives benefits from producing an accord between the two, who are aware of 
each other but choose to not come in direct contact (Simmel 1964). 
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the founder-CEO leaving the start-up for good. This type of turnover is described by 

the interviewees as difficult in the very beginning but positive in the long run. This is 

because it gives founders the possibility to move on to another project while the rest 

of the board can freely choose another CEO successor.  

Organizational considerations brought by interviewees as to why an executive re-

cruitment is needed point instead to the fact that different start-up stages require dif-

ferent executive skills, and consequently, the substitution of the founder-CEO (or of 

an overly technical CEO) with a CEO capable of dealing, businesswise, with a more 

advanced start-up phase. The same argument is used also for other CxO figures. 

However, the behavior of hiring actors seems to be guided more by taken for granted 

normative beliefs than ad-hoc calculations. As a matter of fact, more than rationally as-

sessing a founder-CEO‟s actual capabilities of leading a start-up, VCs most often judge 

the latter following default assumptions about when a CEO should be replaced (e.g. 

because of being too young or having an overly technical background). These assump-

tions are only partially experience-based, given the fact that VCs often have an entre-

preneurial background. Most often, however, these beliefs are adopted in an almost 

automatic fashion by following VC globalized recipes of when a CxO should be re-

placed and why.  

Organizational argumentations are used by interviewees even to justify which ex-

ecutive positions have to be opened and consequently filled. This issue is usually 

tackled by using a common problemistic approach, based on the individuation of a 

resource problem (e.g. the need for lifting the startup to a further stage of development 

or building up a more sophisticated product) and finding a solution for it (opening a 

position to solve the problem and recruiting a candidate capable of filling that posi-

tion). All interviewees in Silicon Valley seem to follow this approach. However, differ-

ent professional actors may envision different timelines when deciding when to open a 

certain position and the skills that should be required. It is difficult to judge from the 

words of the interviewees whether these different timelines and requested skills are 

supported by attentive organizational considerations or pursued, even in this case, in 

an almost automatic manner. However, some interviewees are demonstrated to follow 

instrumental reasoning (e.g. to get support by someone with more technical than busi-

ness skills) when accounting for which specific position they usually try to add. At 

other times, the introduction of a certain position (e.g. Head of Marketing) may be 

done to signal to external audiences that the start-up is becoming less of founder ama-

teur-creation and more of a professional start-up: a given step to gain legitimacy. 
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The choice of the person who is to be in charge of a recruitment is usually moti-

vated by the interviewees in economic terms, using agency-theory based argumenta-

tions such as ownership, control and contractual agreements as elements determining 

the person responsible for a recruitment. Further, other economic argumentations are 

brought up in the form of transaction-cost calculations when choosing the person in 

the board capable of initiating a recruitment with the minimum waste of time and 

money. However, at a second glance, the fact that VCs most frequently guide a candi-

date search often transcend calculations of ownership or cost-efficiency. As a matter 

of fact, VCs play a role shaped by the very environment of Silicon Valley, attributing 

to these professional figures a function spanning beyond that of investors. VCs are in 

fact the matchmakers, coaches and mentors of Silicon Valley, most of all because of 

their typical backgrounds as technologists, former founders and executives in start-

ups. These backgrounds provide them with broad experience in executive team build-

ing and wide connections with former colleagues. Further, VC professionals have a 

long tradition in the US of networking with each others and with their VC colleagues 

around the world, thus giving them access to otherwise unreachable candidates. Con-

sequently, when choosing the actors in charge of a recruitment, board members often 

take for granted that VCs are the best actors to play this role, without any further con-

templation as to possible alternatives. 

When deciding from where candidates should be recruited, the interviewees state 

that this is usually based, at least for more mature start-ups, on the possibility for re-

cruiting internally or externally to the start-up and to the country. In the first case, cal-

culations are strongly affected by the technical characteristics of the labor market for 

executives, i.e. short tenures and high competition. This almost makes the fostering of 

executive talent internally and the retaining of employees impossible because of the 

general tendency of software professionals to construct inter-firms careers more than 

intra-firm ones. This same labor force mobility, the interviewees state, affects the 

choice of recruiting locally (inside the Silicon Valley) more than globally (in the US and 

abroad). The Silicon Valley labor market is fairly local in the sense that the most ta-

lented executive candidates are already there. However, this argumentation as based 

on the qualities of the start-ups‟ task environment (labor mobility and high competi-

tion) highlight only a side of the complete picture. When speaking with some intervie-

wees, what comes out is a relevant fear of the law (e.g. defamation law) and of the risk 

of a lawsuit when asking for references outside of Silicon Valley. Thus the tendency is 
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to prefer to recruit locally where relationships among former and prospective employ-

ers are more friendly and in a spirit of cooperation rather than suspicion.  

Even when it comes to the issue of how to recruit, the choice between informal 

methods (as personal networks and referrals) and formal methods (as the use of ESFs) 

are justified as responses to the regulative pressures exerted by the US institutional 

environment, in which actors and organizations are embedded, more than being sup-

ported by economic argumentations. Besides the involvement of VCs and lawyers, the 

crowned matchmakers of Silicon Valley, the use of more orthodox forms of intermed-

iation, as through ESFs, is often a calculated choice to cope with a scattered regulative 

dimension, constituted by a jungle of employment and business laws often difficult to 

navigate for the employers. The fear of litigation and damages often leads even experts 

in the local labor market, such as the VCs, to hire an ESF so as to have a party to 

blame in case candidates or former employers feel their rights violated by too aggres-

sive recruitment practices. Thus even ESFs see their classic role as mediators between 

unconnected parties being shaped by the US institutional environment, where these 

intermediaries are often asked to play the role of buffers and scapegoats.  

The important role played by the institutional environment, and in particular by 

its regulative dimension in the Silicon Valley and US institutional environments, is fur-

ther analyzed in the next chapter which is devoted to the selection moment.  
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CHAPTER TWO 

 

SELECTING CANDIDATES IN SILICON VALLEY 

As stated, job matching processes can be divided into two phases: the recruitment of 

possible candidates and the selection of future employees. Chapter One addressed this 

first moment, i.e. the recruitment phase. This Chapter focuses on the second moment, 

i.e. the selection phase, which can be defined generally as that complex of practices 

aiming both at evaluating aspirants for openings in an organization and at choosing 

those candidates considered as best matching a job description (Marsden and Camp-

bell 1990).  

The fundamental difference between recruitment and selection is that during the 

recruitment moment, prospective employers and any intermediaries gather informa-

tion in an extensive manner by targeting a fairly broad range of possible candidates. 

The selection moment instead entails practices focused on collecting information as to 

a quite restricted pool of candidates through a more intensive process. When it comes 

to selection techniques, and the reasons motivating such choices, these can vary con-

siderably, depending on the structure and economic situation of the organization, as 

well as the positions that the candidates are intended to fill. Moreover, other types of 

considerations related to the external environment of the organization may also shed 

light on the dynamics of selection practices (Marsden and Campbell 1990). 

In order to investigate such features of the selection moment as highlighted in 

the academic literature, this chapter parallels the approach used in Chapter One: it 

adopts the perspectives of the key selecting and selected actors interviewed in Silicon 

Valley when answering four questions relevant to the selection moment: Which selec-

tion methods are used? Whom to select? Why select that candidate? How is a final deci-

sion reached? 

Before proceeding further, it is necessary to briefly explore the basic reasons be-

hind the choice of polarizing the answers given by the interviewees as to these four 

questions. First, when it comes to indicating the major factors affecting the choice of 
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which selection methods are used inside an organization, the existing literature has fo-

cused mostly on two types of arguments: organizational arguments, e.g. the size and 

structure of an organization, and economic arguments, e.g. the resources available in-

side of an organization (Marsden 1994; Barron and Bishop 1985). Even in those cases 

where institutional arguments have been used, (e.g. the influence of employment laws) 

their impact has been analyzed mostly in relation to organizational elements, namely 

the size, visibility, structure and degree of bureaucratization of an organization (Dob-

bin et al. 1993).  

The existing literature thus tends to leave small and young organizations, such as 

start-ups, at the margins of its investigation, as the latter do not possess those charac-

teristics of size, visibility or bureaucratization that work as a sort of catalyst for the 

reactions taking place between practices and institutional environments. Due to this 

shadow world to which the existing literature on hiring processes has relegated start-

ups and their selection methods, it appears to be of particular interest investigating not 

only the selection process in start-ups, but also, and possibly more importantly, analyz-

ing whether and how institutional factors may affect the choice of selection methods 

in these types of organizations.  

As to the second fundamental question tackled in this chapter, i.e. whom to select, 

the major focus is on the ascriptive characteristics of the candidates, and the way the 

latter are considered and evaluated by selecting actors. For reasons similar to those 

expressed for the issue of selection methods in start-ups (i.e. a general lack of interest 

by the existing literature), it is also important to stress with this aspect that the investi-

gation aims at emphasizing not only the underlying economic and organizational ar-

guments behind the choice of a certain candidate. The analysis will also be developed 

in the direction of highlighting the institutional arguments used by interviewees to jus-

tify their choices in favor of one candidate over another in relation to ascriptive fea-

tures in cases of equivalent achieved characteristics of candidates. 

The third question is the one related to the motives behind a certain choice, i.e. 

why a given candidate is chosen. This issue is particularly important when both ascrip-

tive and achieved characteristics are equivalent, since, as presented in the following, 

this situation emphasizes the central role that different types of logics held by different 

selecting actors play in explaining the final choice of candidate.  

Finally, in order to understand the complete dynamics of a selection process it is 

also necessary to pay attention to the modalities (i.e. the how) through which the final 

decision of selecting a certain candidate to an executive position is taken. The impor-
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tance of this part of the investigation is particularly evident when considering that it is 

the answer to this very question that makes it possible to bring to the surface the me-

chanisms of convergence through which different actors, often with diversified logics 

and interests, reach an agreement around the name of the best candidate for the posi-

tion.  

2.1 Which Selection Methods are Used? 

Before tackling the question of which methods are used by Silicon Valley interviewees 

in order to select candidates to executive positions, one can observe how hiring actors 

in general may bring into play different practices such as screening candidate résumés, 

checking references, interviewing, and using psychological testing when selecting can-

didates (Cohen and Pfeffer 1986).  

As the range of possible methods is quite broad, it is difficult to find the exact 

same selecting practices among different organizations, in particular as to any chrono-

logical order followed. For example, a selecting actor may go through a résumé before 

meeting the candidate, while another may take a look at it simultaneously while inter-

viewing. A résumé may not even be necessary in cases where the candidate and em-

ployer already know each other, or where the candidate‟s professional profile is well-

known in the industry. Similarly, checking applicant references may be done either be-

fore or after an interview. The only common pattern in such a diversified use of selec-

tion practices is that, at a certain point during the selection phase, the employer and 

prospective employee must necessarily meet and talk to each other (Marsden and 

Campbell 1990). The forms for such meetings may be diverse, anything from a formal 

interview to a more informal gathering. However, the goal always remains the same: to 

push both parties into a final decision as to closing the deal. 

The economic and organizational literature has paid quite a bit of attention to the 

reasons underpinning the choice of using certain selection methods from the perspec-

tive of selecting actors when matching candidates to jobs. Above all, this literature has 

focused on why a choice is made in favor of formal selection methods or instead, in-

formal techniques. Generally speaking, the dominant literature has pointed out a con-

nection between the degree of formality characterizing selection practices in organiza-
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tions, and organizational and economic factors such as the size of a firm, its internal 

structure and its resources (Marsden et al. 1994; Barron and Bishop 1985).66 

In a similar way, scholars taking into consideration the role played by institutional 

factors ultimately have analyzed the latter mainly in relationship to issues of formality 

versus informality of selection methods. Moreover, this literature has also concluded 

by underscoring a possible correlation between institutional mechanisms, on one side, 

and size and/or structure of the organization on the other (Dobbin et al. 1993). In par-

ticular, larger organizations are considered to be characterized by more visibility and a 

higher degree of bureaucratization than smaller ones. Consequently, larger companies 

are usually more concerned with following institutionalized practices, a concern mani-

fested in a clear preference for formal selection methods (Pugh et al. 1969; Blau and 

Schoenherr 1971). Moreover, many statutory (and judicial) employment provisions 

have regulatory validity only for establishments with a minimum number of em-

ployees, a limitation that therefore leaves small organizations free from regulatory con-

straints and pressures and, ultimately, more oriented to informal selection techniques 

(Dobbin et al. 1993).  

Screening Candidates through Résumés and Cover Letters - Signaling and Checking 

Silicon Valley interviewees believe that résumés and cover letters are the most used 

selection methods for screening candidates to start-up executive positions. Arguments 

of both an economic and institutional nature are invoked by these actors in order to 

explain the preference and popularity of these two screening devices.  

When it comes to résumés, Silicon Valley interviewees emphasize that this is the 

most common format for selecting new executives because it provides information 

about the candidates‟ achieved characteristics and professional skills. It should also be 

pointed out that in their answers, selecting actors underline that they are well aware 

that résumés lack the extensive character provided by a similar instrument, i.e. the 

Curriculum Vitae (CV).67 However, as they continue, the preference is for the first be-

                                                 
66 In particular, both the economic and organizational scholarship have pointed out how large organ-
izations are usually expected to make a major use of formal selection techniques, mostly because of a 
higher degree of internal bureaucratization and the large economic resources at their disposal (Mars-
den et al. 1994). 
67 Interviewees also stress that while in Europe CVs are widely used in all type of organizations, in 
the US CVs are mostly used when the recruiting process is targeting vacancies in the academic world. 
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cause résumés usually offer, in a concise and simple way, a list of candidate accom-

plishments that may be useful for a specific position in a specific software company. 

All the Silicon Valley interviewees agree that performing the first screening of 

candidates on the basis of résumés is not only a time-saving practice; it is also the saf-

est procedure from a legal point of view. In the US, résumés tend to not contain as-

criptive characteristics such as age, marital status, family size (in particular, the pres-

ence of children), and country of origin. Moreover, pictures of candidates are seldom 

included. The basic reason for such limitations as to the content of résumés can be 

traced to the fear of candidates that otherwise the résumé may be labeled by employ-

ers as containing “discrimination-inducing information” and therefore be discarded.68 

This being the situation, it then is no surprise that employers in the US consider 

résumés generally a safe screening device, at least from a legal perspective, since they 

usually indicate exclusively candidates‟ skills and not their ascriptive characteristics. 

Some interviewees lament that this very emphasis on candidate skills often over-

shadows other personal characteristics difficult to detect in a résumé and which, how-

ever, could be extremely important in a start-up environment. For example, David 

explains as follows:  

Silicon Valley software companies can get hundreds of résumés for an opening and it is 
simply impossible to interview such a number of candidates. So we use résumés to screen 
people and few of them survive to the next stage. Many résumés overemphasize manage-
ment and leadership skills while understating personality traits and that‟s maybe fine if 

                                                 
68 From a legal perspective, in the US the issue of résumés and their content is heavily affected by 
Title VII of the Civil Rights Act of 1964, i.e. a federal law valid and enforceable in all the states of 
the US. Title VII prohibits discrimination in employment on the basis of race, color, religion, sex, or 
national origin. The addressees of such a prohibition are not only state agencies and local govern-
ment, but also private employers (though they must have at least 15 employees); discriminatory prac-
tices by labor unions and employment agencies of any size in hiring are also prohibited. Furthermore, 
while Title VII does not directly forbid discrimination on the basis of age, the later promulgated Age 
Discrimination in Employment Act (ADEA) of 1967 prohibits employment discrimination against 
persons over forty years of age. The major difference in the area of application of Title VII and the 
ADEA is that the latter is applicable to private employers having 20 (or more) employees (Bloch 
1994). It is worth noting that from the fieldwork, it appears that many Silicon Valley interviewees are 
not really aware of (or at least, they do not show knowledge of the existence of) these limits as to the 
number of employees necessary in order for Title VII and/or the ADEA to be applicable. However, 
all the people interviewed in Silicon Valley are fully aware of the existence of a general legal ban on 
the matter of discriminatory behaviors and, as a consequence, they are extremely alert to the risk of 
possible lawsuits and litigation. 
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you apply to an executive position in a large company but for start-ups it is another story. 
You have to show you are flexible, passionate and ready to do whatever it takes. 

David‟s answer emphasizes how candidates‟ personal characteristics, such as human 

dispositions, flexibility, or passion are difficult to trace in a résumé, while at the same 

time, these may be essential features for a candidate in order to fit in a start-up envi-

ronment. In order to fill this information gap about the personal qualities of the can-

didate, interviewees continue, it is an absolute requirement for candidates to any start-

up position that they also submit a cover letter attached to the résumé.  

Cover letters are considered essential both for the candidates and for the select-

ing actors. For the candidates, this is a document in which they can express the rea-

sons supporting their suitability as executives. Moreover, it is in the cover letter that 

candidates can specifically motivate why they have chosen such a specific (and de-

manding) type of working environment as a start-up. Simultaneously, a cover letter 

may save quite a bit of time to selecting actors since it immediately shows whether 

candidates are familiar with both the start-up concept (and its driving ideas) and the 

type of software product the company is going to develop. In this respect, Andrej‟s 

account may very well represent the opinion of all the founders interviewed in Silicon 

Valley:  

We expect candidates to write personal cover letters customized for the position they are 
applying for. We need to hear from them how talented they are as Head of Sales or 
CEOs or CTOs but most of all, how passionate they are about software and start-ups. 
Because maybe they are just passionate about money, while here we want people who 
think it is exciting to work in a very dynamic environment, with really cutting edge tech-
nologies and products, with very high risk and maybe, I say maybe, high reward.  

It is important to add that résumés and cover letters not only serve the economic pur-

pose of saving employers time (and consequently money) during a selection process; 

these two screening methods are also used in Silicon Valley in order to send employers 

certain signals in situations of asymmetric information. Interviewees emphasize that 

besides the genuine interest in start-ups and the passion for software, the most impor-

tant pieces of information contained in a résumé are both experience and education. 

More specifically, experience is considered by far as the most important achieved cha-

racteristic for a candidate aiming to an executive position in a software start-up. Expe-

rience is the achieved characteristic revealing candidate productivity and, more rele-
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vantly, whether candidates are familiar with the challenges and demands offered by 

newly formed ventures.  

However, as Silicon Valley interviewees repeatedly stress, the education of an ex-

ecutive candidate as presented in the résumé may also play a very important role as it 

bears several economic implications that may be crucial for the very survival and suc-

cess of a start-up. In this respect, Elliott emphasizes the different messages that the 

two achieved characteristics of experience and education may communicate once in-

serted in a résumé:  

Theoretically, writing a shareware app or founding your own start-up when you were very 
young can impress just as a degree in engineering. Both say you are smart, but the second 
says you know how to learn, it says you have developed a method for gaining knowledge 
about new things and a start-up is just this, a never ending learning process. Education 
says also you will come up with systems and patterns that will enable you to deal with 
problems so that you as the founder or the CEO will eventually hand off parts of the 
business to other people as the start-up grows. 

According to Elliott, the educational characteristics as presented in a résumé, and as 

compared to experience, signal to the prospective employer the intellectual potential 

of a candidate: learning agility, analytic facility in solving problems, and ability in dele-

gating tasks. In a similar vein, other Silicon Valley interviewees with a Ph.D. admit that 

software professionals can learn both by doing and by studying. However, they con-

tinue, the second option, i.e. acquiring a formal education, is the only path that in the 

end forms individuals capable of acquiring and managing the new knowledge conti-

nuously produced by an environment such as that of a software start-up. As the inter-

viewees put it, education is the achieved characteristic that more than any other 

“teaches individuals how to teach themselves.” As a matter of fact, while experience 

can provide a person with tools for solving ad hoc problems, a strong educational 

background can endow the candidate with keys to decoding very different situations, 

both in the present and in the future. For this reason, Silicon Valley interviewees con-

sider educational background as depicted in each candidate résumés as having an im-

portant signaling function.  

As to the general issue of the signals that both résumés and cover letters send to 

future employees and recruiting actors, the famous model of job market signaling devel-

oped by Spence in 1973 is worth emphasizing. According to the latter, candidates 

send, through their educational credentials, a signal during a hiring process to prospec-

tive employers about their “productive capabilities,” a signal necessary since such ca-



92 

 

pabilities are known to the candidate but still unknown to the employer (Spence 1973). 

In other words, economists claim that in situations of asymmetric information, future 

employers may fill the informational gap about candidates‟ working efficiency by using 

a system of signals concerning the future productivity of the prospective employees.  

At first glance, when analyzing the statements by my interviewees in relation to 

education in a résumé, I feel uncertain about the possibility of interpreting the latter in 

light of Spence‟s model. Intuitively I envision that such a model should have particular 

significance for first hires, i.e. for those employees who, being at the beginning of their 

careers, have not accumulated enough proof as to their work efficiency in previous 

positions and therefore, need some sort of signals to be sent to employers as to their 

potential. For this reason, I find Spence‟s model to be hardly applicable to executives 

with longstanding professional achievements, as by simply recounting their own work 

history, these candidates may show future employers their competence and efficiency. 

However, upon a second look I find that the significance of education as a signal has 

to be searched in the very context in which my interviewees are embedded, i.e. soft-

ware start-ups as a working environment and the US as an institutional environment.  

On one side, software start-ups are knowledge-intense, cutting-edge and develop-

ing organizations that require from the members of the executive team continuous 

learning flexibility when facing new technologies and constant organizational changes. 

This flexibility and readiness to changes are skills usually connected with a solid and 

advanced educational background, the lack of which can only partially be compen-

sated by working experience. As a matter of fact, working experience in start-ups 

usually provides candidates with specialist skills, i.e. capabilities that are valid in a spe-

cific start-up or in a specific start-up‟s stage but may have a limited value in other 

types of start-ups or stages (Becker 1964). Education instead may provide an individu-

al with general skills marketable elsewhere. Further, it may enhance an individual‟s 

ability to deal with economic instability, to analyze information and reallocate re-

sources to act (Schultz 1975). 

On the other side, the importance of education in the Silicon Valley selection 

processes must also be traced back to a more general feature of the institutional envi-

ronment in the US: the difficulty of obtaining information about a candidate‟s working 

history, in particular due to the intricate legal regulations balancing the need of future 

employers for checking references and the protection of the candidate from possible 

defamation by former employers (e.g. as retaliation) (Ziegler 2000). Facing this difficul-

ty in gathering information through references, Silicon Valley interviewees point then 
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at two signaling qualities of educational background. First, an educational path at cer-

tain universities (e.g. those belonging to the Ivy League) signals to selecting actors a 

certain quality of the candidates‟ learning skills, e.g. his capacity to learn under pressure 

and in a highly competitive environment. Second, the educational background also 

indicates the candidate to the executive position most likely possesses certain social 

networks, which in the US are often built during the very university years. From the 

hiring actors‟ perspective, a candidate‟s former teachers, mentors and classmates may 

constitute a valuable asset in terms of crucial resources to turn to when starting a new 

venture. As already seen, the focal point of start-ups in a problemistic search is to seek 

resources, among which the social ones are of particular importance (Forbes et al. 

2006).69 

Exemplary of this second signaling quality of education is that stated by an ESF 

representative. Ryan is a US-born recruiter in his forties holding an MBA, explaining 

precisely the reasons why the presentation of an MBA in a résumé tends to be eva-

luated in a very positive manner by selecting actors: 

Two are the main reasons for getting an MBA in the US. The first is to climb a corpo-
rate ladder and the second is to develop networks. An MBA in a résumé gives the candi-
date a comparative advantage when applying to a large corporation. I find it hard to be-
lieve that this reason has an equal impact on start-up environments though, as I doubt 
boards will consider you as a better CEO because you have an MBA. An MBA from a 
top university may however be a qualification that catches the attention of a start-up‟s 
board for another reason. MBAs provides excellent networks and networks are crucial in 
start-ups. A senior executive with strong connections in the business and university life 
has a better chance to be selected.  

Ryan‟s statement highlights a very important element: when it comes to the very case 

of high-tech start-ups, educational credentials in an executive résumé often play the 

function of signaling to employers a candidate‟s social capital. By social capital here is 

intended the network of “friends, colleagues, and more general contacts through 

whom you receive opportunities to use your financial and human capital” (Burt 1992: 

9).70  

                                                 
69 As to the idea of a problemistic search, in particular in the context of software start-ups, see Chap-
ter One, Section 1.2 (Which Positions to Fill?). 
70 It is possible to observe when looking at the sociological literature that the definitions of social 
capital are several (Bourdieu 1986; Coleman 1990; Bourdieu and Wacquant 1992; Putnam 1993; Burt 
1992; Knoke 1999). However, as to the object of the present work and as commented by Fernandez 
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On this very topic, Brinton (2000: 64) makes an important distinction between 

two types of social capital. The first may be defined as private social capital and is the one 

to which “an individual has access through his personal networks.” The second in-

stead can be defined as institutional social capital because it is the “social capital to which 

individuals have access by virtue of belonging to a particular organization.” Although 

the concept of institutional social capital is created by the author to emphasize orga-

nized and formalized practices present in an institution (as an university) in order to 

match, for example students to jobs, I find this concept particularly valuable in the 

specific case of university-industry links in Silicon Valley, as the latter can indeed be 

considered institutionalized relationships. As a matter of fact, students graduating in 

engineering or business studies in Stanford or Berkeley are during their study years 

embedded in networks of exchanges between teachers and business actors (Saxenian 

1996).71 It is often through these links, as portrayed in my interviews, that two or more 

start-up founders find each other, or meet the VCs that will finance their start-up or 

get to know the individual that will become the CEO of their new venture. Although 

this typology of job matching is not organized in an official form, it is however a prac-

tice that takes advantage of the social capital present in university-industry links in Sili-

con Valley. The latter have assumed the form of an institution in itself considering its 

taken-for-granted character and its being a recognized and fundamental component of 

serial entrepreneurship.72 

Actually there is also a third signaling effect of educational credentials directed 

towards the external environment surrounding high-tech start-ups and having fairly 

important institutional implications. The hiring of an executive with an MBA or a 

Ph.D. from a prestigious university is considered by many boards as a way of legiti-

mizing the entire start-up to the outside by signaling to different stakeholders that the 

new CEO, CTO, or CFO possesses those characteristics that adhere to the institutio-

nalized myths of a certain industry.  

                                                                                                                                                              
et al. (2000: 1289), Burt‟s definition appears as the most suitable when trying to “assess the instru-
mental advantages to the firm in using its employees‟ social networks.” 
71 See also Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
72 The most adequate term for describing such links probably is that of “semi-institutional networks” 
as these relationships stand in-between personal networks and formal cooperation (Brinton and Ka-
riya 1998: 199). As in the case of one of my interviewees, Mark, university professors often serve in 
the boards of Silicon Valley companies. In the same way start-up executives may work as part-time 
teachers in universities through formal cooperations (Saxenian 1996).  
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Organizational adherence to industry standards as a way of seeking legitimacy in 

situations of uncertainty is one of the central claims of new institutional theory.73 In 

particular, observance of the standards imposed by an industry sector increases legiti-

macy because the latter is “a condition reflecting perceived consonance with relevant 

rules and laws, normative support or alignment with cultural cognitive frameworks” 

(Scott 2001: 59).  

In accordance to this outcome in the institutional literature, Silicon Valley inter-

viewees believe that large organizations, such as well-established and traditional soft-

ware companies, set the standards for the requirements necessary for a candidate to be 

worth an executive position. These organizations, the key hiring actors emphasize, 

have gained such a taken for granted status in the software organizational field that 

they are considered by the surrounding environment as the ultimate depositories of a 

type of cognitive legitimacy. In other words, the large traditional software companies 

have themselves become institutions. As such, they set the standards for new organi-

zations, such as start-ups, aiming at entering into the same environment as fully legiti-

mized companies. As the interviewees explain, start-ups thus have among their prima-

ry targets, the acquisition of legitimacy. In order to achieve this goal, at least in Silicon 

Valley, they tend to imitate large software companies (mimetic isomorphism). For in-

stance, start-ups require the same educational background of their new executives as 

that demanded for becoming a CxO or CEO with a well-established and large soft-

ware firm.  

The behavior demonstrated by software start-ups when adhering to industry 

standards, e.g. by favoring candidates with a solid educational history, however has a 

twofold purpose: it aims not only at gaining legitimacy among other organizations op-

erating in the same industrial sector, but also is intended to attract more resources. As 

scholars in strategic management have repeatedly stressed, a start-up that responds to 

industry requirements is a start-up that will more easily have access to financing (Oliv-

er 1997; Deephouse 1999). Therefore, the choice of conforming to institutionalized 

industry practices may actually be the result of a precise strategic calculation by the 

start-up of increasing the financial assets at its disposal. In this sense, that stated by an 

interviewee is extremely illuminating. Peter is a US- born professional-CEO in his for-

ties, with working experience from both large and start-up companies. Peter holds a 

                                                 
73 For a further discussion on the topic, see Chapter Five, Section 5.4 (Interests, Legitimacy, Agency, and 
Logics in the Organizational Field). 
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Bachelor of Science in Systems Engineering and an MBA. Although the latter has 

been achieved at one of the most prestigious universities in the world, namely Har-

vard, he says: 

You should take a look at Apple postings, they are responsible for the spreading of this 
MBA myth. I had a degree in system engineering, years of experience in programming 
and project management and yet I was hired by a large software company only when I got 
an MBA from a top school. Years later, working in a start-up I can honestly say that I 
learned nothing in that MBA program that I hadn‟t learned working from scratch in a 
start-up. I acknowledge the MBA provided me with some great network contacts but that 
was pretty much what it did. And maybe they hired me here [in a start-up] only for this 
reason.  

It is difficult to grasp from Peter‟s words whether start-ups‟ behavior is only based on 

strategic resource-seeking motives or is more unconscious with an adherence to taken-

for granted beliefs, as the myth of an MBA.74 It is probably more a combination of 

both types of behaviors, coexisting in a tenable way and leading to the gain of legiti-

macy from the side of the members of an organizational field, as maintained and fur-

ther developed in Chapter Five.75 

Switching to another aspect of résumé-based screening practices, it is no surprise 

that résumés in Silicon Valley are most often a matter for formal checking procedures, 

given the particular emphasis that prospective employers place on educational creden-

tials in order to decide whether to hire a candidate.76 The specific attention paid to 

résumés and educational credentials, as the interviewees explain, is reinforced by the 

well-known fact (at least among hiring actors) that in the US in general, it is not that 

                                                 
74 According to Khurana (2002a: 125), the rise of the MBA myth has to be connected with the fact 
that the MBA, when introduced as a professional credential, “altered the prevalent assumption that 
all executives had to be home-grown talent” substituting this belief with that of mobile managers 
“whose skills could be generalized across functions and industries.” Khurana‟s line of reasoning can 
indeed work well in the context of Silicon Valley, characterized by high executive inter-firm mobility. 
This argumentation further reinforces that discussed in Chapter One, Section 1.2 (Which Positions to 
Fill?) about the use of executive titles as functional recognition in organizational fields characterized by 
high inter-firm mobility.  
75 See Chapter Five, Section 5.4 (Interests, Legitimacy, Agency and Logics in Organizational Fields). 
76 According to a 2004 survey conducted by the Society for Human Resource Management (SHRM) 
based on the answers of 345 HR professionals in US organizations of different size, 96% of respon-
dents said they investigated the background of potential employees. In particular, 92% of HR profes-
sionals working in small organizations (having 1-99 employees) declared using such a practice 
(SHRM 2004). 



97 

 

rare for candidates to top positions to misrepresent their credentials because of the 

high competition in certain industries. In this respect, candidates aiming for Silicon 

Valley high-tech companies are no exception.77  

Interviewees draw attention to a recent and exemplary case in Silicon Valley in-

volving a famous large software company. Aaron describes how this famous case has 

affected selection practices even inside start-ups:  

A few years ago, Kenneth Lonchar resigned as Executive VP and CFO of Veritas be-
cause he fudged his résumé to show that he had an MBA from Stanford. Nowadays 
candidates feel a tremendous pressure as to their qualifications. Boards ask not only for 
qualified executives but also for faces to show out while stakeholders, competitors and all 
the people out there look at every move an organization takes as a sign of strength or 
weakness. There are many examples even in the start-up world... people who lie about 
their résumés. When I came here [to Silicon Valley] I was pretty naive but now, a few 
years later, I always let an ESF check candidates‟ credentials, you never know.  

The practice of checking candidate résumés seems to be a fairly prevalent routine in 

the selection processes taking place in Silicon Valley. From the fieldwork, it appears 

that this control is usually performed by intermediaries, not directly by employers. In 

addition to the pressure exerted by famous cases of résumé falsification in companies 

operating in the same sector, one can observe how the practice of checking résumés is 

the result of (or in any case heavily encouraged by) at least two main regulatory pres-

sures exerted by the US institutional environment generally.  

First, US legal regulations have gradually tackled the issue of supplying references 

concerning former employees (e.g. in order to protect the privacy of the latter). This 

increasing legalization has made the reference system a true minefield for hiring actors, 

in particular if the latter wishes to verify the authenticity of credentials presented in a 

résumé by informally and rapidly contacting former employers (e.g. with an “off the 

record” phone call) (Paetzold and Willborn 1992; Finkin 2000). As a result, hiring 

boards try as often as possible to avoid relying on references to prove the authenticity 

of information contained in a résumé, preferring instead to go through professional 

recruiters when (as often is the case) the boards themselves have neither the time nor 

the knowledge to check the references provided by the candidate personally, and in a 

manner allowed by law. 

                                                 
77 In its 2002 Hiring Index Study, the SHRM shows that an average of 40% of all résumés in the US 
present incongruities in education and employment histories (SHRM 2002). 
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As to the second regulatory pressure pushing hiring actors towards a specific 

control of résumés, even in cases when employers have the time and know-how to 

personally check a candidate‟s references as in a résumé, they prefer to specifically del-

egate this operation to a third party (usually the ESF). This delegation to a specific ac-

tor, is mainly based on the fear, shared by many board members interviewed in Silicon 

Valley, of facing serious legal consequences (e.g. lawsuits from clients) if the employee 

is found to have provided inaccurate or false essential information in a résumé.78 In 

other words, while selecting a candidate, employers in Silicon Valley software start-ups 

tend to make reference checking a formalized and stable moment by hiring an ESF. In 

the eyes of the board members, the hiring of this specific professional figure works as 

a sort of guarantee that there will always be a clearly identifiable figure against which 

to take legal actions in case the candidate turns out to have misrepresented credentials.  

Moreover, some interviewees admit that the hiring of an ESF with the specific 

responsibility of checking candidate references can be done in order to maintain a 

good climate among start-uppers and high-tech professionals in general. As they ex-

plain it, suing an ESF for inaccuracy can be considered a convenient practice because, 

in cases where there are no intermediaries, the candidate could be directly sued for 

providing false information, which could give rise to a chain of possible future embar-

rassing situations when considering the important role played by networks of coopera-

tion in-between Silicon Valley actors. In summary, and as already pointed out pre-

viously for the recruitment phase, ESFs work as a sort of scapegoats even in the selec-

tion phase. ESFs are hired in order to take the blame in case something goes wrong, 

and in this way, indirectly in order to guarantee good relationships among Silicon Val-

ley‟s professional figures, both inside an organizational field and within an organiza-

tion itself (Khurana 2002a; Finlay and Coverdill 2002). 

Interviewing the Candidate - Legal Traps and Behavioral Interviews 

Interviewees further explain that when an ESF is involved in the selection process for 

a new executive, the candidate usually is presented to the start-up only after some in-

terviews have taken place within the ESF. The most difficult task for the ESF recrui-
                                                 
78 This happens because, according to American Jurisprudence (2nd ed., issue 27, § 389), the current gen-
eral policy for the various state employment legal regulations in the US as to the matter is that “em-
ployers are subject to direct liability for the negligent hiring, retention or supervision of their em-
ployees when third parties are injured by the tortuous acts of such unfit, incompetent or unsuitable 
employees.”  
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ters in this first meeting is that of assessing a candidate‟s real interest in the position, as 

the future of the entire intermediation depends on this evaluation.  

For this reason, ESF recruiters have a particular interest during an interview of 

asking candidates not only business questions, but also personal questions, especially if 

the position to be filled is so demanding as to require long and intense work efforts or 

if the job implies a home relocation. Based on this necessity of quickly generating a 

360 degree hologram of a candidate, the ESFs conclude, it then becomes almost natu-

ral that they usually run multiple interviews, asking questions apt to test if the perso-

nality or private situation of a candidate may present any hinder to his acceptance of 

the job in question.  

The ESFs are certainly not alone in this constant attention as to whether a candi-

date has personal traits that will render him fit in a newly formed (and therefore, 

somehow more vulnerable) organization. This concern is shared by the founders and 

board members interviewed in Silicon Valley. For instance, these actors agree that the 

most important thing to assess when evaluating a candidate to a CEO position is 

whether the person in question will get along with the whole board and the rest of the 

executive team.  

Despite this common goal as derived from the Silicon Valley fieldwork, it is 

possible to note how different hiring actors tend to search for different traits in a can-

didate‟s personality. For the founders, the main concern during an interview is finding 

a candidate who shares their vision and has the qualities of leading the start-up to-

wards the realization of such a goal. In contrast, the VCs‟ focal point lies in locating a 

CEO or CxO capable of professionalizing the entire start-up and, in this way, making 

the venture less of a founder‟s own creation and more of an independent organiza-

tion.79 Whatever the angle from which the interview moment is considered, it is clear 

from all the hiring actors interviewed in Silicon Valley that candidate interviews are 

never considered a waste of time or money. Just the opposite, this selection method is 

regarded as the most important one and therefore, no specific or pre-established limits 

are set as to the number of meetings needed for trying out a candidate. Moreover, the 

shape of such meetings is quite different, ranging from formal interviews of the candi-

dates to more informal gatherings. Actually, as stressed by many key hiring actors in 

Silicon Valley, a mix of formality and informality during the interviews is considered 

the best recipe for reaching a complete evaluation of a candidate.  

                                                 
79 See Chapter One, Section 1.1 (Recruiting Candidates in Silicon Valley). 
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Since the main goal for selecting actors of the interviews is the acquisition of all 

necessary information in order to have a complete picture of the candidate, they all 

aim at establishing a very personal contact with the latter, regardless of whether the 

selection process is being carried out by a professional figure, as an ESF, or done di-

rectly by start-up actors. As to the decision of hiring an ESF for performing such a 

task, this depends mainly on two factors: the start-up‟s possibility of affording an in-

termediary and the degree of familiarity that start-up selecting actors have with the 

candidates. With the latter, key hiring actors highlight the fact that some candidates 

may already be known by the board through networks of contacts or previous working 

relationships, while others may just be completely new faces, a distinction that can be-

come crucial for employers from an institutional point of view. 

As a matter of fact, informal meetings, casual atmospheres and personal ques-

tions can become an expensive trap in the US, in particular for inexperienced employ-

ers. Therefore, start-ups may choose to raise the level of formality by hiring an ESF 

during the candidate interviews for the very purpose of minimizing such risks. As an 

example, Aaron illustrates this point by recalling an episode that happened during his 

first hiring of a CEO for one of his software start-ups:  

I remember once I interviewed a young CEO after he had been contacted by the search 
firm. I accidentally asked him about his marital status and his plans in terms of building 
up a family. The day after the candidate contacted the search firm and said he wanted to 
sue me because I asked him a question that was against the law. The search firm called 
me and said that I should never take such a risk again in the future as certain types of 
questions can only be asked by search firms.  

Aaron further adds that start-ups are keen as to hiring ESFs for interviewing candi-

dates because such professional figures are well aware that in the US employment reg-

ulatory regime, certain questions may be interpreted as discriminatory practices. How-

ever, as he concludes, the ESFs seem to not have any excessive fears about such a risk 

and, accordingly, tend to pose more “intrusive” questions as to a candidate‟s personal 

life.80  

                                                 
80 As seen previously, Title VII of the Civil Rights Act of 1964 (and the later, the ADEA) states a 
general prohibition against discriminatory practices at workplaces; during the years, it has been inter-
preted and implemented as banning, also during the hiring process, any question related to race, reli-
gion, sex, age, and nationality of a potential employee. In cases of violations of this federal law, not 
only employees, but also job applicants and the United States Equal Employment Opportunity 
Commission (EEOC) can bring complaints and lawsuits against private companies (with some limi-
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Similarly to Aaron, the other entrepreneurs interviewed in Silicon Valley are also 

quite open in revealing the real reasons behind hiring a professional to lead candidate 

interviews. The ESFs provide not only good camouflage under which some employers 

can hide their unethical desire of having an executive with certain personal characteris-

tics: by accusing the recruiter of having acted on his own initiative, the board can easi-

ly repair any inappropriate question posed during the delicate phase of interviewing 

the candidate.  

The hiring of an ESF, the founders in Silicon Valley continue, can also be consi-

dered as a sort of insurance payment covering potential legal damages for discrimina-

tory behavior. If the situation gets more complicated and the candidate wants to sue 

for discriminatory practices, the employer, in its turn, can always sue the ESF for vi-

olating the typical terms of the contract, according to which this professional figure is 

hired for conducting the selection process “within the law.” 

When asked about the topic of candidate interviewing and the role played in it by 

ESF representatives, the latter starts by explaining that there are different possible 

modalities for posing the same interview question. The professional character of an 

ESF recruiter, i.e. the quality for which they are paid, consists in knowing how to map 

out the life and personal traits of a candidate, without invading any one‟s privacy or 

breaking the law and/or the Code of Ethics of the Association of Executive Search 

Consultants.81  

                                                                                                                                                              
tations as to the size and type of employers under question), labor unions, and employment agencies 
(Block 1994). As to the regulation of such matters at the state level, and particularly California, the 
California Fair Employment and Housing Act (FEHA) similarly prohibits employment discrimina-
tion, but in addition to those grounds mentioned in the federal law, also based on marital status, sex-
ual orientation, pregnancy, and childbirth. Moreover, the Californian legal regulation is an extremely 
powerful tool to prevent discriminatory practices because, in contrast to the law of other states, the 
FEHA allows for the imposition of unlimited punitive damages in certain cases of an employer‟s 
discriminatory behavior (FEHA, Section 12970).  
81 The Association of Executive Search Consultants (AESC) is a worldwide professional association 
comprising members mostly (or at least, most importantly) of executive search consulting firms 
around the globe. Its Code of Ethics was first adopted in 1977. The AESC Code is a quite succinctly 
written standard code of ethical rules to guide ESFs in performing their duties and in steering their 
relationships with both clients and candidates. See AESC, CODE OF ETHICS, available at 
www.executivesearchconnect.com/eWeb/DynamicPage.aspx?webcode=codeofethics (last accessed 
August 21, 2011). In addition to this code, the AESC produced a set of Professional Practice Guidelines 
in 1984, which provides some thumbnail-rules that ESFs should adopt in the relations more specifi-
cally with their clients. See AESC, AESC PROFESSIONAL PRACTICE GUIDELINES, available at 
www.executivesearchconnect.com/eWeb/DynamicPage.aspx?webcode=guidelines (last accessed 
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Based on this conception of their role, it is then clear why when asked which are 

the most popular interview questions and techniques used by both ESFs and start-ups 

actors, the interviewed ESFs agree that “behavioral interviewing” is one of the most 

common techniques used in selecting new executives in Silicon Valley. Caroline is a 

US-born ESF recruiter in her forties, holding a Bachelor of Arts in Behavioral Science. 

She illustrates the practice of behavioral interviewing as the following:  

Candidates are asked to give specific examples of encountered situations in past job ex-
periences, for example when not being able to meet a deadline or another commitment and 
to explain how they handled it. Candidates are asked to explain how they deal with con-
flicts or failures caused by themselves or other team members. Questions may as well be 
related to the future, for example candidates are asked to picture where they think they 
will be in three or five years.  

Caroline thinks that the described behavioral interviewing is an effective method since, 

as she puts it, it is based “on the principle that past behavior and performance predicts 

future behavior and performance.” Another ESF recruiter, Henry, points instead to a 

different plausible reason of why just this interviewing technique is so popular in the 

US. Henry is a US-born recruiter in his fifties, holding a Juris Doctor degree. Accord-

ing to him, behavioral interviewing is a standardized method capable of guaranteeing 

not only the interviewer‟s objectivity but also, and more importantly, “impermeability 

to litigation.” As Henry explains, even personal questions, if posed during a behavioral 

interview, have a better chance of being considered as “correct” questions: to ask 

where a candidate imagines himself to be in few years usually triggers a type of answer 

that may easily cover both the private and business spheres of a person‟s life (e.g. the 

desire of combining having a child in the near future with career advancement).  

These explanations as offered by ESFs recruiters appear to coincide with the 

findings of the scholarship in human resource management. The latter has repeatedly 

stressed how the reasons why behavioral interviews have become so popular in the US 

must be traced to the fact that the latter allows questions (and answers) that are more 
                                                                                                                                                              
August 21, 2011). In particular, Part IV of the Professional Practice Guidelines prescribes that AESC 
members should “[o]bserve the principles of equal opportunity in employment and avoid unlawful 
discrimination against qualified candidates.” However, it should be stressed that both the Code of 
Ethics and the Professional Practice Guidelines are simple “codes of conduct,” i.e. they do not have 
legally binding force and, more importantly, their breach cannot directly give rise to legal sanctions 
(e.g. administrative fines). As a consequence, members of the AESC accused of breaching the codes 
only risk disciplinary actions by the association, mainly the revocation of membership and any desig-
nations received from the national or local boards. 
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resilient when facing legal challenges, due in particular to their heightened objectivity, 

consistency, and job connectedness (Campion et al. 1988; Pursell et al. 1980). Since in-

terviews in general are to respect the same legal standards as other selection devices 

(e.g. résumés and reference checks), more traditional and unstructured interviews may 

expose key hiring actors to legal traps because of their subjectivity and unpredictability 

(Campion and Arvey 1989).82  

When it comes to the reasons behind such popularity of behavioral interviewing 

as a selection method, it is possible however to trace among Silicon Valley intervie-

wees a different actor perspective. According to the VCs, this interview technique is 

widely used in the VC industry, both when selecting executives and assessing founder 

capabilities in running a start-up. As to the reason for such popularity, they continue, 

one should look not to the hiring actors‟ motives but instead to the opportunities giv-

en to candidates. With this type of interviewing method, a candidate in general has a 

better possibility during the discussion to bring up concrete examples of situations he 

has personally experienced; therefore it becomes much easier for the candidate to dis-

close important features of his personality that otherwise might be difficult to show or 

explain.  

The interviewed VCs are very keen to clarify that in the selection process, this 

focus on past choices and behaviors characterizes not only the way in which the board 

asks questions, but also the way in which candidates evaluate their prospective em-

ployers. In other words, as VCs explain it, there is a sort of expectation and definite 

appreciation from the board side when interviewing a candidate if the candidate, dur-

ing the interview, asks the key hiring actors very concrete questions about their past 

investments, past choices, and previous involvements in different start-ups. Both em-

ployers and candidates cultivate this interest in narratives of mutual previous expe-

riences, the interviewees continue, because behavioral questions permit a type of dis-

cussion based on facts and real situations, avoiding nebulous depictions of hypotheti-

cal scenarios. For example, as Claire emphasizes, facts and figures about a board 

member‟s past activities are considered necessary “homework” that candidates have to 

put in their briefcase before going to an interview:  

                                                 
82 In this respect, Williamson et al. (1997) found in a study investigating the connection between in-
terview structure and litigation outcomes in discrimination cases that the use of objective, definite, 
and behaviorally oriented questions can decrease the risk of bias, and therefore of litigation, by re-
ducing the ambiguity and overall subjectivity of interviewing procedures. 
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I personally love to hear a candidate mentioning press releases, statistics and revenue 
numbers. I am generally impressed by a person who knows everything about a start-up 
background or about its executive team, or investors. It means this person has done his 
homework and has already a full picture and maybe a personal opinion of what his con-
tribution may be.  

As Claire further illustrates, there is an interest from the VC side, not only as to the 

candidate‟s past experiences and concrete way of behaving in general, but also in par-

ticular as to his success or failure stories. Actually, a recurrent expression of my inter-

viewees when talking about their interviewees is that “to fail in Silicon Valley is a 

badge of honor.” I ask Claire the meaning of what I notice to be a recurrent slogan. 

She says:  

Failure is not always negative. There are actually lots of very talented people who have 
done all the right things with a project and the project has failed for reasons that are to-
tally outside their control, and this is not necessarily bad. And there are people who have 
failed because they did something wrong, which again may not be that bad. They have 
learned something from it and have already paid from that lesson. And maybe they are 
ready to be successful now.  

As highlighted by Claire‟s answer, a failure in a previous business is then considered by 

the key hiring actors in Silicon Valley as a sort of passed exam, i.e. a proof that the 

candidate has accumulated a certain experience and has learned certain lessons, a type 

of hands-on training not possible to experience through a purely book-based educa-

tional background. In other words, asking about previous failures gives selecting actors 

a clear and rounded picture of the candidate‟s personality and, in particular, the way in 

which he copes with adversity and set-backs, i.e. situations that are extremely common 

for software start-ups trying to make their way in the highly competitive industrial dis-

trict of Silicon Valley. 

Reference Checks – Between the Fear of Being Sued and the Need of Being Informed 

Shifting now to another selection method, that of reference checks, interviewees say 

that the latter usually take place at the very end of a selection process and, in any 

event, always after an interview. Reference checks are considered a fairly delicate oper-

ation, and therefore are performed only in those cases where the board has a serious 

intention of hiring a certain candidate. David‟s experience in his early years in the US 

in this respect is illustrative as to the diplomacy required in this country when per-

forming reference checks. He starts by pointing out that since he moved to the US 
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during the 1990ies, he has noticed that the word “reference” pronounced during an 

executive search could trigger fairly strong reactions among his colleagues. As an en-

trepreneur and having a non-US background, it was difficult for David initially to un-

derstand the motives of such prudence. As an employer he considered it almost an 

obligation to attempt to gather as much information as possible about a potential em-

ployee.  

Moreover, considering the openness of high-tech intra-firm relationships in Sili-

con Valley and the emphasis on professional cooperation, David thought that freely 

asking and giving references about potential employees would have been in the inter-

est of the entire software community operating there. As David explains it:  

Former employers in the US are terrified of being sued for defamation or invasion of pri-
vacy when asked to give references for a former candidate. On the other hand, prospective 
employers seeking references for a prospective candidate are terrified of not being able to 
get as much information as they would like and being sued, later on, for negligent hiring. 
This sounds crazy to me, as the fear of litigation makes the two parties pull in totally dif-
ferent directions, and at the end, nobody wins. Or maybe the intermediaries, it may be 
possible that they win in such a situation.  

The situation of “fearing the law” as described by David seems to be quite common in 

the US and, consequently, it comes as no surprise that the legal scholarship has widely 

discussed the mechanisms and legal consequences attached to employment references 

and their use by prospective employers (Saxton 1995; Verkerke 1998; Cooper 2001; 

Paetzold and Willborn 1992; Adler and Pierce 1996). In particular, these scholars have 

noticed that both federal and state legal regulations enacted in order to inhibit the 

problem of false (either negative or positive) references, ultimately have had an unde-

sired (and somehow unpredicted) effect: the dilution, both in quantity and quality, of 

information about candidates in labor markets, and therefore the diminishing of the 

latter‟s efficiency (Saxton 1997; Ziegler 2000).83  

                                                 
83 Generally speaking, state common law in the US punishes false negative references through the 
tort of defamation; in particular, defamation law finds employers liable when they provide false and 
defamatory statements or, in other words, declarations tending to “lower the subject in the esteem of 
others” (Verkerke 1998: 117). In the same way, state common law also sanctions false positive refer-
ences, i.e. employers who “fail to disclose or affirmatively misrepresents adverse information about a 
former employee could conceivably be held liable for negligent or fraudulent referral” (Verkerke 
1998: 118). 
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From the mid 1990ies, many states (including California) introduced a job-

reference shield status; this maneuver was done for the very purpose of encouraging 

employers to provide references without fear of litigation and, in this way, of hinder-

ing the negative effects of imperfect and asymmetrical information in the labor mar-

ket.84 However, the new regulation has not produced significant changes in employer 

behavior, since on the contrary, the latter has become even more problematic in sub-

sequent years (Saxton 1997).85 Verkerke (1998: 117) underlines how the general and 

persistent reluctance of employers to provide references, despite the new encouraging 

legal environment, can be considered rational since “the referring employer [still] bears 

the risk of liability while the perspective employer reaps all of the benefits.” In particu-

lar, Verkerke continues, besides getting to know all the strengths and weakness of the 

candidates, there is among the benefits held by the prospective employer also the cer-

tainty of not being sued under the doctrines of respondeat superior and negligent hiring 

or retention (Verkerke 1998: 3).86 

When facing the topic of reference checks, my interviewees are well aware of the 

legal problems employers can stumble into when using this type of selection technique 

in the US. For this reason, the interviewees tend to describe two main strategies used 
                                                 
84 The California legislature amended the Civil Code § 47c on the matter of employment references 
in 1994. After these amendments, Section 47(c) grants a conditional privilege against defamation to 
communications made without malice on subjects of mutual interest. A privileged publication is 
made “without malice, to a person interested therein, (1) by one who is also interested, or (2) by one 
who stands in such a relation to the person interested as to afford a reasonable ground for supposing 
the motive for the communication to be innocent, or (3) who is requested by the person interested 
to give the information” (California Civil Code, Section 47, available at www.justia.com/trials-
litigation/docs/caci/1700/1723.html) (last accessed August 21, 2011). 
85 The SHRM conducted two surveys in 1998 and in 2004, to measure reference checking practices 
and experiences of HR professionals. The 1998 survey was sent to 2640 HR professionals: among 
the 854 who replied to the survey, 45% declared that their organization, when asked, did not provide 
any references for fear of litigation (SHRM 1999). The 2004 survey was sent to 2500 HR profession-
als: among the 345 respondents, 53%, i.e. a higher rate than in 1998, stated that they refused to pro-
vide any information about former employees. This was declared although only 2% of the firms re-
ported defamation claims as a result of references provided for former employees in the previous 
three years (SHRM 2005). 
86 Respondeat superior (in English, “let the one in the superior position be responsible”) is a common 
law doctrine in the US that has been adopted by the states in agency and employment law. According 
to it, superiors are liable for the actions committed by their employees, agents, or subordinates if 
such actions were performed during their assigned duties. The policy reasons for this rule is to en-
sure that employers assume liability for the actions their employees perform on their behalf or for 
their benefit, as opposed to the employee having the burden of such actions, and, at the same time, 
to provide a better chance for an injured party to actually recover damages (Davant 2002). 
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in order to overcome possible problems with the law that could arise during the selec-

tion of candidates to an executive position in a software start-up.  

On one side, CEOs and VCs are usually aware of the existence of legal regula-

tions concerning employment references and all the limits and liability issues attached 

to them. However, as they emphasize, when the person asked to give a reference op-

erates in Silicon Valley, board members have no problem in personally contacting him. 

This move, which could be considered quite risky from a legal perspective, is instead 

depicted by the interviewees as quite safe as long as it takes place in Silicon Valley. The 

latter is an environment where employers personally know each other and the cooper-

ation among software start-ups is considered too important a resource to be jeopar-

dized through legal battles about, for instance, defamation and false references. For 

example, in the following Rutger explains his way of proceeding when he selects a 

CxO: 

I do a lot of reference checking because I think that no matter how much I get to know a 
candidate in an interview, whether it is five or thirty hours, it pales in comparison to peo-
ple who have worked with this person for five years. So, I look for a track record of the 
longest period of time where they can actually measure an accomplishment. Then I go and 
talk to the people who have worked with this person and people in Silicon Valley may be 
surprisingly open regardless of all the laws and concerns. Of course if they feel like you‟re 
looking for dirt they won‟t be that open but that‟s normal.  

As exemplified by Rutger, when it comes to checking candidate references, it appears 

that in Silicon Valley there is quite an informal attitude towards the limits and risky 

areas outlined by regulatory pressures, unless a manifested intention of damaging the 

reputation of a candidate is detected. Another VC interviewed in Silicon Valley, Ben, 

emphasizes that many times it is better that the board members personally check such 

references, i.e. without the help of (or hiding behind) an ESF. As Ben explains it, con-

tacts with former employers are important for VCs not only for harvesting informa-

tion about the candidate‟s past, but are also a good way to give visibility both to the 

start-up and the VC firm for possible future relationships:  

I check references, I give references and I don‟t go through headhunters. Headhunters ask 
correct questions that inevitably elicit correct answers, totally irrelevant if you ask me. 
How long did you work with the candidate? What are the candidate‟s strengths and 
weaknesses? These questions do not bring out interesting aspects of a candidate personal-
ity nor reveal possible reasons why that candidate shouldn‟t be hired. Headhunters have 
no interests to impress a former employer on your behalf, by chatting him up about how 
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wonderful it would be for that candidate to work in your company and maybe create op-
portunities for further collaborations.  

All the interviewees agree, on the other side, that this strategy of the board personally 

checking candidate reference, cannot work or, even more, becomes too risky from a 

legal perspective when references are located outside Silicon Valley. In such cases, ac-

cording to VCs, it is preferable to take a legally safe path and hire an ESF.  

As to this role of ESFs in the reference checking phase (in particular when refe-

rents are outside Silicon Valley), it is important to add that stated by Verkerke (1998), 

on a point already remarked upon by the interviewees in the previous paragraph. 

When it comes to defamation (in particular through references), according to Ver-

kerke, intermediaries such as ESFs are under the same complicated and restrictive le-

gal regime applicable to both past and prospective employers. However, this highly 

obstructive regulatory construction does not appear to have stopped the creation of a 

whole reference-market, where professional executive recruiters particularly play a very 

important role. The construction of such a market, where references are exchanged 

and checked by professionals then indicates that information about candidates plays 

such a crucial role in the labor market that executives are able to overcome the “fear 

of the law.” Moreover, Verkerke concludes, though it is still quite a mystery why pro-

fessionals such as ESFs fear the command of the law less than employers, this profes-

sional reference-market is perhaps made possible by the fact that the current legal re-

gime is actually not as severe and rigorous as it appears. However, this legal regime is 

not clear and is difficult to navigate, therefore creating within itself spaces for possible 

negotiating practices and agency from the side of employers and intermediaries (Ver-

kerke 1998; Dobbin and Sutton 1998). 

2.2 Whom to Select?  

Silicon Valley interviewees seem all to agree on one point: although résumés in the US 

usually do not contain information about candidates‟ ascriptive characteristics such as 

sex, age and country of origin, these characteristics still cannot be ignored when meet-

ing a candidate, and actually, may influence recruiters when evaluating a person as a 

whole. This relevant issue is reflected in the importance that sociologists and econo-

mists have for a long time given to the topic of employer selection based on ascriptive 

characteristics (Becker 1957; Kanter 1977; Baron 1991; England 1992; Phelps 1972; 

Reskin et al. 1999).  
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Actually, the topic and corresponding literature is so extensive that a complete 

treatment of the many and complicated aspects involved around the way in which sex, 

age or country of origin is considered by hiring actors would in itself require a separate 

work. In this study, however, a very restricted focus on questions related to ascriptive 

characteristics and the way they are evaluated by selecting actors has been adopted. 

The objective here is simply that of describing, through the words of the interviewees, 

the types of considerations selecting actors make when choosing among candidates 

with equivalent achieved characteristics but differing ascriptive ones. The description 

of how candidates‟ demographics influence the selection process is used to further 

understand the underlying economic, organizational and institutional arguments sup-

porting them.  

Women in Software Start-ups - A Mysterious Minority 

I ask my interviewees to explain what type of considerations may arise when evaluat-

ing a male or a female candidate. Interviewees say that the way by which men and 

women are evaluated in software start-ups may vary significantly, in particular in rela-

tion to the type of organizational culture and gender vision embraced by the single 

start-up, and in primis, by the founders. Some start-ups, for example, have founders 

coming from outside the US who may have a more conservative way of looking at 

women, while other founders may be more open. Other start-ups are headed by wom-

en, who tend to become role models and attract other women to the executive team of 

the new software start-up (Reskin et al. 1999).  

However, founders‟ ways of relating to female candidates have limited time-

frames. When VCs step into a software start-up, they often invoke standardized crite-

ria that usually disfavor women. In particular, the female interviewees describe this 

negative development as quite palpable. In this sense, the account provided by Elisa-

beth, with experience both as a founder and CEO, is quite telling. She specifically 

notes the different attitude shown by her board when starting a new venture as found-

er (and with her own finances) and by the VCs the times she instead had to raise capi-

tal for the start-up and, therefore, be evaluated by them: 

The best thing with software is that nobody cares if you are man or woman, black or 
white. If you can do a better thing than others, you are in. You could be a cat and pro-
gramming and nobody would care as far as what you do is great. But when you start rais-
ing capital, things change. Even in this region being a woman in high-tech means to be-
long to a minority and minorities represent a big question mark for investors. In my case 
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what has been a major problem is that VCs do not understand my leadership style. I 
cannot say why. Some of them do not know how to relate to it and others think it is a 
weak way of being a leader.  

Elisabeth is not the only woman interviewed in Silicon Valley who has experienced a 

discriminative attitude from VCs. Susan is a US-born CFO in her late thirties. She 

holds an MBA and is enrolled in a Ph.D. program at the Stanford Graduate School of 

Business. Susan shares exactly the same experiences as Elisabeth and Claire (VC) of 

being women in the high-tech start-up world. Despite their belonging to financial pro-

fessions (or probably, because of that), both Susan and Claire point fingers at the fi-

nancial industry as one of the most conservative and rigid worlds when it comes to 

gender related views.  

Susan and Claire consider themselves as belonging to a minority and, just like 

Elisabeth, think that their male colleagues, the majority, do not know how to evaluate 

women, their qualities, and their performances. Furthermore, they explain that it is 

certainly true that both the evaluation of a candidate‟s achieved characteristics and of 

behavioral interviews can be of aid when predicting a candidate‟s future productivity 

and behavior. However, as they continue, VCs are known in Silicon Valley for basing 

their predictions and expectations on their own previous experiences, i.e. on the ex-

ecutive teams they have previously worked with or on founders they have financed, 

and in these VC prior histories, women are often totally absent.  

Susan specifies that the only goal of VCs participating in software start-ups in Sil-

icon Valley is to make money. In order to successfully fulfill such an ambition, VCs 

evaluate projects and people on the basis of specific criteria, and gender is simply not 

included among such criteria. In a similar vein, Claire uses her own experience as VC 

and explains that, during their careers VCs learn how to recognize certain specific cha-

racteristics usually attached to people or companies that are successful in the business. 

Since in general they do not meet so many women, VCs then tend to exclude (or at 

least fail to recognize) any possible patterns between the ascriptive characteristic of 

being a woman and a successful outcome of the enterprise.  

When shifting to the answers provided by the interviewed male VCs, it is possi-

ble to note how, though they recognize the existence of a certain difficulty in recruit-

ing women for executive positions in software start-ups, they tend to place the blame 

on shoulders other than those identified by their female colleagues such as Claire. 

Male VCs usually trace the underrepresentation of women in software start-up top 

positions back to the simple reason that there are few women applying to executive 
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posts in start-ups. However, one of them also admits that the VC industry has for a 

long time envisioned start-ups as a club for only men and with his statement further 

shows that he has embraced a sexist view of female executives. Ben states: 

There has certainly been discrimination against women from the side of the VCs. I guess 
VCs are used to funding high achieving, single-minded and extremely committed men. 
Women can be like that, but it is not sexist to note that biologically, and I guess cultur-
ally, women are not single-minded creatures; they need to be good in a lot of areas, rather 
than great in one. Women cannot just run a start-up, they need to have focus on lots of 
other things, caring for other people, raising children, and the like.  

This statement, together with the previous pattern-recognition argument, finds a par-

tial explanation in two major theoretical models on discrimination as provided by the 

economic neoclassical scholarship. The first model is offered by Becker (1957), de-

scribing discrimination as the “taste” of members of a majority group against mem-

bers of a minority group, as for example that of employers against women employees, 

in male dominated occupations. Becker does not really give an explanation for why 

this prejudice is developed, but he emphasizes that the discriminatory behavior 

adopted by employers does not serve any profit-maximizing purpose. As to the 

second neoclassical theory on discrimination, the economist Arrow (1973) pioneered 

the argument of statistical discrimination, i.e. a type of discrimination based on ration-

al calculations of statistical differences between demographic groups and not on pre-

judices. Based on this assumption, Arrow posits that under conditions of incomplete 

information or uncertainty, individuals tend to be evaluated on the basis of “beliefs 

about group averages.” One should certainly include the negative or unsympathetic 

vision of male employers concerning female employees and their attachment to work 

among these beliefs. This conceptualization derives from the fact that women tradi-

tionally, and statistically more than men, have been involved in child rearing and 

household work (Phelps 1972). However, both neoclassical theoretical models agree 

on the point that in labor markets, discriminatory tastes tend to disappear over time, 

due in particular to the successful competition exerted against them by the fair practic-

es promoted by non-discriminatory employers (Becker 1957).  

 Silicon Valley interviewees are quite skeptical as to this possibility of the market 

overcoming on its own volition gender discrimination. Hiring actors agree that the 

possibility to stop employers from discriminating against minority groups, and in par-

ticular women, will not come spontaneously from the market but most likely, will be a 

consequence of pressures exerted by the institutional environment. This favorable atti-



112 

 

tude towards the institutional environment when it comes to gender issues is actually 

grounded on what the interviewees have observed and experienced during their years 

in Silicon Valley. 

For example, the interviewed ESF recruiters underline how they have noticed a 

change of behavior in Silicon Valley as to discriminatory practices from the time prior 

to the dot.com crash to the period after. Since the 2001 crisis in the high-tech industry, 

ESF recruiters have detected that their clients are clearly selecting more women than 

prior to the crash and, as the interviewees remark, this lowering of the level of discri-

minatory behavior evidently is not related to economic reasons. As an effect of the 

2001 crisis, many qualified male candidates were out of jobs, and therefore, a large and 

skilled male workforce was available on the market for software executives. Despite 

this situation, the interviewed ESF recruiters state, in these very years women started 

to occupy more executive positions in the Silicon Valley high-tech industry. During 

the same period, the ESFs could also notice a different attitude both among female 

candidates when meeting boards, i.e. their being more relaxed and self-confident, and 

among the board members in their way of evaluating more favorably women search-

ing for executive jobs.  

I ask ESF recruiters whether this change of attitude both among the female can-

didates and the key hiring actors operating in Silicon Valley may have depended on the 

influences exercised by regulatory forces or cognitive pressures coming from the sur-

rounding institutional environment. Julianne, an ESF recruiter, replies:  

I cannot say how EEO laws have worked at these [executive] levels and in these [start-
up] companies. 87 But I can say I have noticed a change in attitude in the high-tech indus-
try in general. It‟s actually exciting to see so many strong and challenging women climbing 
their way up in careers previously dominated by men. What is cool about them is the non-
defensive attitude. When I started this business, I was used to meeting the older guard of 
Silicon Valley women executives, dressing like men and acting like men. The new genera-
tion does not make a secret of how difficult it is to balance family and working life… yet 
boards perceive them as winners.  

As Julianne‟s answer highlights, ESF interviewees describe the pre-dot.com crash gen-

eration of female executives in Silicon Valley as candidates whose behavior was cha-

                                                 
87 Equal Employment Opportunity (EEO) laws are a group of federal laws against workplace dis-
crimination, whose enforcement is ensured by the federal agency EEOC. In particular, EEO laws 
includes the Title VII of the Civil Rights Act (1964), the Age Discrimination in Employment Act 
(1967), the Rehabilitation Act (1973), the Americans with Disabilities Act (1990), as amended. 
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racterized by a defensive stance. For some of the ESF representatives, this self-

protective attitude can also be seen in the résumés presented by female candidates, 

résumés very much resembling those submitted by their male counterparts, and also 

by the way the women dressed, a style summarized as masculine “pants and suits.” 

After the 2001 crisis, the interviewees conclude, women aspiring to get an executive 

position in start-ups tend to be more spontaneous, more assertive of their femininity, 

and less concerned with the issue of how to impress a board.88  

Looking at the literature on gender issues and their impact on the top executive 

market, Guthrie and Roth (1999: 513) maintain that “institutional environments signif-

icantly influence the likelihood that an organization will have a female CEO, net of 

other organizational and industrial characteristics.” In particular, these authors em-

phasize that the power of EEO laws in an institutional environment not only consists 

of the production of norms of compliance, but also, and most importantly, in the 

shaping of organizational cultures fitting with these norms. In other words, according 

to Guthrie and Roth, the likelihood that a woman will become the highest-ranking 

individual in an organization depends on the number of state statutory provisions 

making explicit reference to EEO laws and the location of the organization within the 

jurisdiction of certain federal circuit courts. 

When analyzing the Silicon Valley interviews, it becomes clear that if EEO laws 

have played any role in the change of attitude of boards and candidates towards wom-

en in the high-tech industry, this process has taken at least 30 years. These three dec-

ades can be seen as constituting the time required for transforming these laws into 

                                                 
88 A study concerned with women executives in the finance sector in the US shows that the en-
forcement of women‟s employment rights by the EEOC in the early 1970‟s increased women‟s rates 
of advancement in careers but, at the same time, somewhat altered their expectations about the bar-
riers they would encounter (Blair-Loy 1999). In particular, the implementation of women‟s rights in 
the executive market in the finance sector has, on one side, improved the freedom of women to pur-
sue careers in a traditionally male dominated industry. However, on the other side, it has also in-
creased the rigidity of the patterns women have had to follow if they wish to reach the top in the 
financial world. In order to explain why such regulatory measures became a double-edged sword for 
women, some authors recite that the “EEOC initially lacked any intention to protect women‟s rights 
and ignored complaints of sexual discrimination” (Mills 1994: 1370), and that it was only later on that 
women‟s groups successfully pressured the federal government to enforce laws against sexual dis-
crimination so that employers would hire women in traditional male occupations (Costain and Cos-
tain 1987; Kessler-Harris 2003). As a result, it took quite a while before women could truly feel em-
powered by the US legal regulations on women‟s employment rights, and it took even longer until 
cognitive pressures concretely affected women working in male dominated careers such as in finance. 
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taken for granted beliefs, i.e. in institutions. While the reasons for why the institutiona-

lization of EEO laws took so long time may be found in Chapter Five, one aspect 

needs to be emphasized already here.89 This process of institutionalizations seems to 

have also led small organizations into emulating larger ones.  

As a matter of fact, the interviewees say that they are fully aware that many of the 

anti-discrimination legal provisions do not generally apply to start-ups, since these or-

ganizations in the vast majority of cases have less than 15 employees. Nevertheless, 

these same people also share the belief that when large software companies apply anti-

discrimination legal rules, start-ups somehow tend to follow patterns of mimetic iso-

morphism, i.e. they imitate the behavior of larger and successful organizations. In the 

end, Silicon Valley interviewees strengthen the institutionalist idea that in any field, 

organizations tend over time to become homogenous, both in processes and struc-

tures. Newborn organizations in particular are those that more willingly than others 

tend to adopt this mimicking pattern in order to gain legitimacy and reduce uncertain-

ty, somehow disregarding actual performances (Meyer and Rowan 1977). 

 Age in Software Start-ups- The Need for Selecting Adult Faces  

Moving to the second ascriptive characteristic and its role in the selection process, Sili-

con Valley interviewees maintain that age is an important factor when selecting candi-

dates to executive positions in start-ups. The central role played by such a demograph-

ic feature is especially underlined by VCs. As already seen, these professional figures 

do not hide the fact that when measuring candidates‟ potential performances, they also 

tend to look at two strictly related factors: age and experience.90 In order to explain 

why they give such importance to age, VCs offer arguments mostly of an organiza-

tional character: in order to evaluate the right age of a new executive, one must con-

sider both the type of product and client to which a start-up is going to sell its soft-

ware products. As Jack candidly admits:  

Yes, age plays a role depending on the kind of company. As we said, experience is impor-
tant, so obviously older people in general are going to have more experience and the good 
ones have proven for twenty years being successful doing this or that. And you know, if a 
twenty-year old guy would come to me and say “Hi. I think I am fantastic but I don‟t 

                                                 
89 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
90 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 
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have any proof for that,” I would pick the older person who says “This is why I am fan-
tastic and these are the proofs.” 

Despite his general preference for older candidates due to their broader experience, 

Jack is well aware that the age factor is especially delicate to consider in a context like 

that of Silicon Valley, where many software start-ups are founded by young entrepre-

neurs. It is for this very reason, he continues, that it is necessary to take into particular 

consideration the ages of the members of the executive team: to choose an older can-

didate as the new executive can somehow become an important “balancing factor” to 

compensate for the inexperience of the founding entrepreneurs.  

The necessity of opting for a more mature candidate is considered by Jack (and 

the other VCs) as particularly compelling for front figures such as CEO and Head of 

Sales. In this respect, Jack envisions the ideal candidate as being savvy, self-confident, 

and able to talk to customers. It is an undisputed truth, he concludes, that such charac-

teristics can only be acquired through time and experience. 

These reasons for choosing a candidate based on age are also shared by Melvin, 

who is also a VC. Melvin emphasizes that age may play a role in choosing one candi-

date over another, in particular when factors such as the type of product the start-up is 

selling and the type of potential customer are taken into consideration in the evalua-

tion. As he explains: 

For certain products, age can make a difference from the sales standpoint. If you have a 
twenty-year old kid who shows up and tries to sell a fifty million dollar system to a big 
operator in China or India, you know they may look at this kid and say: “Forget it. I 
don‟t want to buy it from you who are not even shaving yet.” And they much rather buy 
from an older person who can speak through the history of the firm and truly about sales. 
And it could be different with other types of products, so if you compare that with a con-
sumer-oriented internet site targeting youth, maybe the younger person understands that 
market much better than an older person would and they are a better suit to that job.  

Melvin further clarifies that though many software products have as their target cus-

tomer young persons, other start-up‟s products may consist in goods and services sold 

to businesses, i.e. to organizations that in their turn are run by more mature execu-

tives. One should also consider, Melvin continues, that the size of such customer 

companies may play an important role. It may be an advantage to be over fifty in par-

ticular when selling to large corporations, as in these companies, the leading posts are 

usually occupied by people just in their fifties and sixties.  
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When the question of the role of the candidates‟ age in the selection process is 

posed to ESF recruiters, the latter tend to stress not so much the necessity of intro-

ducing older and more experienced personnel into a software start-ups, as done for 

instance by VCs. The ESF recruiters instead tend to emphasize that they scrupulously 

scrutinize the candidate‟s age in relation to the particular age structure of the Silicon 

Valley software industry. This group of interviewees starts from the assumption that 

there is an undeniable trait belonging to this region: Silicon Valley is (or at least is be-

lieved to be) a sort of “land of wunderkinds,” a characteristic affecting both the soft-

ware start-ups and the venture capital firms financing them.  

A widely shared assumption, ESF recruiters say, is that high-technology is always 

in flux. As a consequence, high-tech working places are environments rapidly changing 

and draining so much energy and time that only young executive minds and bodies 

can keep up with the pace, requiring at least 70 working-hours per week. “Typically,” 

Caroline says, “Silicon Valley founders are in their twenties and thirties while the VCs 

are a bit older, in their thirties and forties. So it may be difficult sometimes for an old-

er executive to fit in such a young crowd.”  

Caroline also reveals that in several of her last recruitments, the CEOs were 

usually between the ages of 40 and 45. This interval is considered by many of her 

clients as the optimal age for becoming a CEO in a software start-up, as the candidate 

then has accumulated sufficient enough experience and is still able to have high doses 

of enthusiasm and energy. For this reason, she continues, when a slightly older candi-

date is presented to the client, the latter usually shows added concerns as to age, con-

cerns that materialize in additional questions during the interviews. These additional 

questions addressed to CEO candidates over 45 often deal with the risks of integrating 

into a team represented by younger persons or in dealing with younger investors. To 

these problems, Caroline concludes, one should also add that an older candidate for 

executive positions may have higher economic and organizational expectations, ele-

ments that often are regarded with distress by the founders of the software start-up.  

The skepticism of start-up founders towards older candidates, as depicted by Ca-

roline, is also authenticated by the answers provided by my entrepreneurs. For exam-

ple, Aaron discloses that when evaluating a candidate older than 45 years old, he al-

ways tends to consider age-related issues and, in particular, the possibility that an older 

candidate may have lost his initial “start-up spirit” and has become too greedy. The 

problem presented by Aaron, i.e. a proportional relationship between the age of the 

candidate and interests in higher economic gains, is also certainly shared by other Sili-
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con Valley interviewees as a possible factor discouraging hiring older and experienced 

candidates. However, this economic argument is mostly displayed by founders during 

the very early life of a software start-up. The problem of whether to hire an older (and, 

as they see it, greedier) candidate is particularly delicate for software start-ups that are 

still self-financed and/or are starting to raise venture capital. The real challenge for 

founders at this stage is often the choice between two divergent strategies: on one 

side, in order to impress investors, choosing an older, more experienced but also more 

demanding type of executive; on the other side, preferring a younger, less experienced 

but also less expensive and challenging candidate, with the accompanying risk of re-

quests for new capital being turned down by VCs. 

In conclusion as to the age factor, it is crucial to note that although résumés are 

said to not display ascriptive characteristics, interviewees seem to have a pretty clear 

idea of what the applicant‟s age actually is. Further, and despite the clear and various 

age focused argumentations displayed by the various professional figures, none of the 

interviewees mention any possible fear of being sued by candidates because of discri-

minatory behavior based on age. This nonchalant attitude towards possible legal sanc-

tions can find a possible institutional explanation in the fact that, as explained above, 

the ADEA of 1967 prohibits employment discrimination against persons over 40 

years of age, and it covers only employers having 20 or more employees. Therefore, 

the interviewees may completely ignore the legal pressures as to age discrimination 

because, as pointed out immediately above, the ideal age for executives working in Sil-

icon Valley software start-ups is between 40 and 45 years old. Moreover, even when it 

comes to the discriminatory stand taken by some founders at the very beginning of a 

venture against older executives (due to the latter‟s high pecuniary expectations), this 

practice is also outside the zone of application of the ADEA, since this legal regime 

only applies to larger organizations.  

Foreign-Born Executives - The Importance of Interpreting Social Codes  

The last ascriptive characteristic examined here in relation to the selection process of 

executives is a candidate‟s country of origin.91 When I ask the interviewees about the 

                                                 
91 Several studies conducted in Silicon Valley use the term “foreign-born” simply to indicate those 
high-tech professionals coming from a different country than the US. In these studies, the term for-
eign-born is also used as synonymous for immigrant (Saxenian 1999; Alarcón 1999). The expression 
foreign-born is therefore used in this part of the work as indicating the origins of the candidate in 
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possible impact of such a demographic feature, those who have recently moved to Sil-

icon Valley declare that a candidate‟s country of origin actually plays an important role 

when choosing one candidate over another. The significance ascribed to an individu-

al‟s origins becomes evident in particular when those start-up positions most exposed 

to the outside world are at stake, namely that of the CEO, the Head of Sales and the 

CMO. For such positions, this group of interviewees continues, it is a great advantage 

for the entire software start-up if the candidate not only masters the language, but also 

knows the local social codes. Further, these interviewees emphasize that the country 

of origin may have important signaling qualities, in particular when it comes to the 

candidates‟ social capital. As Aaron explains it:  

Access to the highest positions in a start-up should be reserved to those who understand 
the social codes of business and society in general. If for a CTO it is enough to possess the 
right technical skills, for a CEO it is crucial to possess social skills, such as articulacy 
when relating to VCs, capacity to work in teams, self-confidence when relating to employ-
ees, tact when approaching customers. Because you cannot lose time trying to crack the so-
cial codes inside and outside a start-up. And so I always try to find an American born 
CEO because then I am sure this person knows how to interact both socially and busi-
nesswise. 

As Aaron explains it, his strategy of always hiring an US-born CEO is then not simply 

due to mere language-related problems, but actually is forced upon him by at least one 

other major concern: the social capital possessed by the new CEO. As to the first 

point, Aaron underlines his confidence in the fact that only CEOs with large networks 

of local contacts, i.e. normally CEOs born and raised in the US, can really direct the 

right financial and human resources towards the software start-up.  

It should be stressed that Aaron‟s way of thinking is partially influenced by the 

fact that he is a new immigrant entrepreneur as he moved to Silicon Valley in 2000 for 

the sole purpose of investing his knowledge and money in software start-ups. Among 

the foreign-born interviewees, however, there are those who came to the US at quite a 

young age, for reasons not related to start-ups, and then studied in the US. These ac-

tors, such as Kostas and Andrej, do not express any particular concerns as to the can-

didates‟ country of origin. They complain instead about how in Silicon Valley, VCs 

                                                                                                                                                              
question regardless of actual citizenship (i.e. legal status) and/or ethnicity (i.e. racial profile). Moreo-
ver, it should also be added that none of the people interviewed in Silicon Valley made any direct 
reference or allusion to issues or terms related to citizenship or ethnicity in the answers provided. 
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evaluate foreign-born executives generally, by once again using default assumptions 

and basing these assumptions on past successful experiences. As emphasized by Kos-

tas: 

It is a common perception in Silicon Valley that VCs tend to avoid to hire foreign-born 
CEOs. And you know, VCs can come with a thousand arguments to show the inade-
quacy of a CEO. Nobody is going to confront them on national background issues. I 
mean, how can you prove it? So the point is that VCs tend to hire always the same type 
of executives and even if they fund a non-American born founder, they always ask for an 
American-born CEO.  

A study conducted on immigrant entrepreneurs in Silicon Valley by Saxenian (1999) 

confirms that stated by Kostas: VCs in Silicon Valley often require that, for example, 

non-Asian born senior executives be hired as a condition for financing Asian-born 

founders. Despite this pressure coming from VCs, in a subsequent study the same au-

thor (together with others) shows that the percentage of foreign-born executives lead-

ing start-ups in Silicon Valley is still fairly high. In particular, during the years 1995-

2005, 52.4% of engineering and technology start-ups operating in Silicon Valley had 

one or more foreign-born founders covering the positions of CEO or CTO (Wadhwa 

et al. 2007).92  

Alarcón (1999) also shows that foreign-born engineers and scientists are 

represented in a higher proportion in Silicon Valley than in any other high-tech region 

of the US. These professionals, compared with their locally-born colleagues, as well 

have higher levels of education although the latter is not always acquired in the US 

(Alarcón 1999).  

When addressing the claims directed by other interviewees to the VCs and their 

mistrustful view of foreign-born candidates, I become particularly interested in seeing 

how the same VCs tackle the issue of how they evaluate foreign-born executives. In 

this respect, Jack offers a reply exemplifying a vision of non-US nationals and execu-

tive positions that is shared by his professional colleagues. According to him, a candi-

date‟s country of origin matters because it is simply a way both to measure the type of 

business culture to which a candidate accustom and to evaluate whether this culture 

                                                 
92 In more detail, the study produced by Saxenian and her colleagues illustrates that in the software 
field, 34% of the founders covering the positions of CEO or CTO are from India, followed by UK 
nationals (9%) and finally Israelis (6%)(Wadhwa et al. 2007). 
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will work in the particular environment in which a start-up is going to sell. As Jack 

presents it:  

If the company‟s major customers are in the US, so maybe it is important to have an 
American-born CEO. Because the US sales culture is much more direct and sort of fast 
paced than, for example, the Asian sales culture. So if you have a CEO or a Head of 
Sales, more like you know: “I don‟t want to bother you,” people won‟t buy here in the 
US.  

As also appears from the tone of Jack‟s reply, the VCs interviewed in Silicon Valley 

certainly do not use a defensive attitude when speaking about how they relate to for-

eign-born candidates and their possible role as executives in software start-ups. In par-

ticular, some VCs simply assume that knowledge about the local business culture (and 

generally the local social codes) can be treated as a skill, just like experience or educa-

tional background.  

Despite such differences in attitude among different professional figures, all the 

interviewees agree upon two major points when it comes to the role played by the 

country of origin. First, all the interviewees are aware of the important role played by 

immigrant entrepreneurs in Silicon Valley and of the fact that innovation is often re-

lated to newcomers. Elisabeth, who is a VC, expresses this idea in the clearest way: “If 

everybody in an executive team is the same, than you will also come up with the same 

solutions to a problem. Cultural diversity leads to innovation. Look at what happens 

here in Silicon Valley.” Second, all the Silicon Valley interviewees reveal (either expli-

citly or implicitly) a general belief that candidates‟ cultural backgrounds play an impor-

tant role in reaching and maintaining the highest positions of an organization. 

This general idea of the importance of the cultural milieu in which candidates are 

born also finds support in the sociological literature on the topic. In particular, non 

US-born professionals may encounter hindrances because they lack those cultural 

qualities of leadership and interpersonal communication necessary in a US context. 

Generally speaking, these cultural skills are usually acquired during the period of early 

socialization and education and, more importantly, may be specific to a particular so-

ciety; therefore, cultural qualities acquired at a young age in a society may be difficult 

to adapt to other societal contexts (Fernandez 1998).  
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2.3 Why Select that Candidate?  

As shown in Chapter One, the opening of a position in executive teams in Silicon Val-

ley start-ups is supported by a type of problemistic approach: boards first identify a re-

source problem and only then search for candidates who can solve that problem.93 As 

demonstrated, this type of approach also usually operates at the selection level (Forbes 

et al. 2006).  

My interviewees maintain that the most common reason for selecting a certain 

candidate is usually rooted in the consideration (or expectation) that the chosen new 

executive will fulfill a specific resource need of the start-up. For this reason, intervie-

wees point at a candidate‟s human and social capital skills as the most important cha-

racteristics on the bases of which the selection to an executive position is made. It 

should be added, however, that it appears from the Silicon Valley fieldwork that the 

same typology of considerations, i.e. resource-seeking, can originate from different 

types of evaluations. The types of resources which software start-ups are looking for 

sometimes are the result of internal efficiency-based calculations. At other times (or 

now and then, at the same time), these resources are singled out through non-

efficiency based deliberations, i.e. they are taken for granted by selecting actors. 

Selections Driven by Resource Seeking Reasons  

As shown in the section above, interviewees consider certain of the candidates‟ 

achieved and ascriptive characteristics as possessing important signaling qualities in 

relationship to the candidates‟ human and social capital. In the same way, when I ask 

which reasons are considered as the most plausible for explaining the selection of cer-

tain candidates for certain CxO positions, the interviewees reveal motives mostly re-

lated only to these two forms of capitals. Elliott accounts for his last executive hires 

and says: 

The two last hires were a Head of Sales and a CFO. In the first case, I was clearly 
looking for a business person because in the rest of the team we were all techies, and we 
were in a stage where we did not have the time to focus on customers. So we really needed 
someone who could understand what the customers wanted and had outstanding sales 
skills. And I was really looking for someone in the area (Silicon Valley) because this is 
where the smartest people are. I mean it is not a case that start-ups start around universi-

                                                 
93 See Chapter One, Section 1.2 (Which Positions to Fill?). 
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ties. And we found this brilliant guy with an MBA from Stanford and he introduced us 
to one of his university mates who is our present CFO.  

As unambiguously appears from the description above, Elliott‟s first strategy is that of 

diversifying the expertise of the executive team and, in this way, acquiring ad hoc hu-

man capital skills capable of sustaining a specific stage of the start-up‟s growth. Elliott 

therefore selects as Head of Sales a candidate possessing certain business skills, be-

cause in his software start-up even the CEO (i.e. Elliot himself) has a technical back-

ground. In other words, Elliot believes that the introduction of a person with a busi-

ness background can extend and further improve the portfolio of human capital of an 

otherwise too homogenous team.  

As emphasized in particular by the economic scholarship, this aspiration of en-

larging the human capital of a start-up actually responds to specific needs of an eco-

nomic nature as this type of capital comprises tangible assets (knowledge and skills) that 

can be transformed into economic outputs (Becker 1964). In particular as related to 

executive teams in start-ups, the knowledge and skills constituting human capital are 

education, industry experience, management ability, and stage-bound knowledge 

(Forbes et al. 2006). Therefore, the choice in favor of a candidate with a more business 

than technically oriented education, e.g. with an MBA, has to be considered as instru-

mental to the completion of the range of human resources already present in an ex-

ecutive team and, consequently, to the fulfillment of a resource-seeking need. 

As pointed out for instance by Sandberg (1992) and Ucbasaran et al. (2003), 

board members usually envision selections as a way to fill gaps in the competencies of 

team members. Kamm and Nurick (1993) push this thinking forward and elaborate a 

decision-making model where the start-up performs a sort of self-assessment of its 

actual assets and relates them to an ideal set of resources. These authors maintain that 

the array of ideal resources is usually shaped by the goals of the firm, or by that stra-

tegically considered to be the minimal requirements of resources needed in order to 

avoid a failure. Among these ideal resources, they continue, there may be both forms 

of human and social capital (Kamm and Nurick 1993).  

Similarly to that stated by Kamm and Nurick, the perfect CxO candidate for El-

liott possesses not only human capital but, equally important, also social capital. As 

previously seen in this Chapter, the concept of social capital, in contrast to human 

capital, focuses on intangible assets, such as colleagues and friends, which enable actors 

and organizations to access social resources more than economic ones. The social cap-

ital possessed by candidates however may lead to access as to funding and customers, 
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and therefore eventually such a type of capital, just like the human one, may also lead 

to the production of economic returns (Forbes et al. 2006).  

Among the Silicon Valley interviewees, it is worth pointing out that VCs tend to 

take a specific stance when it comes to the question of the specific human skills consi-

dered most important in order to select one candidate over another. The main line of 

thought for this professional group is that the number one criteria for selecting a can-

didate as CxO for a software start-up are functional skills, i.e. those skills attached to 

the particular functions required by a certain position. Representative in this sense is 

that emphasized by Melvin: 

I think CxO candidates should have outstanding domain competence in the sector they 
are going to work in. One cannot possibly have deep knowledge in all the sectors repre-
sented in a start-up, despite what certain founders think. If you are a CFO, you need to 
master the finances, and if you are a Head of Sales, you need to master the sales. This is 
the number one requirement. And you know this is what makes a team really successful, 
when everyone is committed to showing excellence in their own area. 

For Melvin, specific human capital skills are the most important requisite in a candi-

date for a CxO position. Melvin further discloses a general mistrust for the common 

way founders think about start-ups executives, i.e. as multitasking and flexible crea-

tures who can switch from one position to another.  

Somehow confirming the general idea traceable in Melvin‟s answer, previous re-

search conducted on organizational founding teams in the high-tech industry also em-

phasizes that executive teams of high-tech start-ups perform better if they are com-

posed of members with complementary functional skills. For example, if a technical 

founder works in a team with members possessing complementary knowledge on cap-

ital markets or marketing a specific product, he will have a better chance of success 

than if he started a venture with people possessing the same skills (Roberts 1991). For 

the software industry in particular, the previous scholarship underlines the fact that the 

diversification of human capital skills in an executive team implies having direct access 

to forms of expertise and sources of information that would not be accessible if all 

team members had the same background (Voss 1985). 

Selections Driven by a Mix of Resource Seeking and Legitimacy Seeking Reasons  

Similar to that already emphasized in previous sections, VCs clearly look at human 

capital skills, e.g. education and experience, when evaluating a candidate to a CEO po-

sition. Such insistence has been previously justified as a type of self-conscious resource 
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seeking behavior, a behavior that seems to be a natural consequence of the fact that 

Silicon Valley actors start executive searches by using a problemistic approach. How-

ever, the specific type of human resource skills considered crucial in a particular start-

up stage have been explained in terms of different logics as shaped by the standards 

considered as taken for granted in a certain profession.  

Even in the case of selections, and in particular when it comes to candidates to a 

CEO position, the answers provided by the Silicon Valley interviewees offer a possible 

alternative, or better a concomitant hypothesis to the resource seeking behavior under-

taken by selecting actors. In other words, there is always the possibility that the addi-

tion of a new CEO, with certain specific characteristics, is not so much based on an 

internal scanning of that which actually is required by the start-up and its functioning. 

The search for a new type of CEO instead is triggered by external forces in the institu-

tional environment, pressures requiring adaptation to certain organizational standards 

in order for the start-up to then reach a certain degree of legitimacy.  

Put otherwise, the Silicon Valley interviewees openly disclose that sometimes a 

certain candidate may be preferred for a CEO position because he bears certain legi-

timizing qualities. However, these ascriptive or achieved characteristics are not actually 

functional for solving any specific resource problems of the software start-up: the new 

CEO may be added to an executive team because, with such ascriptive or achieved 

characteristics, he will fulfill a legitimacy seeking purpose as depicted by Mark:  

At the end of the day, nobody is going to do business with a small company without meet-
ing a good solid senior executive. So oftentimes, start-ups select those candidates who are 
believed to be perfect for dealing with investors and customers but who may be just wrong 
for dealing with the rest of the team. And this is why sometimes a CEO may only last 
for a very short period and he may help just to achieve one goal. But you know founders 
do whatever they need just to bring their venture to the next stage.  

As Mark describes it, the behavior of certain founders when looking for a new CEO 

may then be more legitimacy-seeking than resource-seeking. By adding a CEO with 

certain characteristics, e.g. older age and more experience, to the software start-up, 

founders are seeking legitimacy for their start-up since, in this way, they conform to 

certain organizational standards prevailing in an organizational field. Moreover, as the 

Silicon Valley interviewees point out, by following these standards, founders at the 

same time may be looking for vital resources, e.g. access to venture capital financing. In 

the end, as also emphasized by Meyer and Rowan (1977), being efficient or conform-
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ing to organizational myths may produce as outcomes equally both legitimacy and the 

acquisition of resources.94  

It should be clarified that it appears from the Silicon Valley fieldwork that these 

two outcomes, of legitimacy and resource seeking, may sometimes overlap; however, 

at other times, and certainly in the long run, it also emerges that legitimacy related and 

resource related outcomes may diverge. Exemplary in this sense is the case described 

above by Mark and further stressed by Jeff, i.e. the case of selecting a CEO who is 

ideal for the outside (legitimacy outcome) but in the end is wrong for the inside (re-

source outcome):  

Sometimes the VCs push towards the hiring of a CEO, with lots of ambition and with 
the right credentials, as age, MBA, start-up experience and you may want to go for it be-
cause it looks good on paper. And maybe this new CEO is overly confident that the 
company should grow up fast and hire lots of people while the founder and the rest of the 
team may not be ready to do that yet so this can tear apart a start-up.  

As a founder with experience as a CEO, Jeff then is particularly sensitive to the risks 

of introducing a new CEO who, although being the candidate with top characteristics 

on paper, may however push the start-up towards an unnatural speed of development. 

As underlined by all the Silicon Valley interviewees, decisions about software start-ups 

taken in line with external parameters (e.g. in order to gain legitimacy), may sometimes 

result in being counterproductive internally (e.g. in terms of not providing the right 

resources for that specific organization). In the end, the interviewees agree that the 

ideal inventory of resources made from the outside environment does not necessarily 

and always match the resources actually needed by a specific start-up. 

2.4 How Is a Final Decision Reached?  

When coming to the final decision as to which candidate to add to the executive team, 

divergences in opinions or even conflicts may arise among board members. Even in 

cases of problemistic searches, i.e. when the entire process of looking for a new mem-

ber of an executive team is motivated by the need to add certain human capital skills, 

the understanding of which specific skills are needed at a particular stage of a start-up 

may be subject to different interpretations. This divergence as to identifying the re-

                                                 
94 For a further discussion on this issue, see Chapter Five, Section 5.4 (Interests, Legitimacy, Agency, and 
Logics in Organizational Fields). 
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sources a start-up requires may, in its turn, be the result of different interests or differ-

ent logics of individual board members, who through different educational back-

grounds and working careers have developed different views as to how a start-up 

should function. Despite this multicolored landscape as to the logics and interests of 

the actors participating in the hiring process, one thing remains clear: in the end, all 

the participants must work out their differences and reach a common decision for the 

sake of the start-up and its survival.  

Disagreements Due to Different Motives of Board Members  

As already emphasized in Chapter One, board members in Silicon Valley are often in 

disagreement during the recruitment phase as to both the timing for opening of a cer-

tain position and the type of human resources sought.95 Whether these divergences are 

caused by different interests or different professional logics running through the start-

up board, is often difficult to discern.  

My interviewees underline that during a selection process, one major challenge 

for all participants is often that some board members may see certain achieved or as-

criptive characteristics of the candidates as a possible threat to their personal position. 

Jack draws on his own experience as a former founder and current VC to illustrate 

such tensions within the board:  

If you observe these companies in the very beginning, they all look the same. The original 
team is pretty much made of similar people, with the same education, same experience, 
same age and same sex. So you may need to diversify the human resources of a start-up 
as it grows, but this can be difficult for a founder. Founders are aware that the company 
would benefit from it, but they are scared to operate in this sense. I have been there myself, 
as founder, and I understand it is scary to introduce people different from you, you never 
know how things are going to develop. And you know, in a sense there are critical paths 
to how a company should look like, and sometimes founders refuse to see it. So disagree-
ments may arise because of it.  

In accordance to that also presented in the previous section as to resource-seeking se-

lections, Jack discloses that the search for functional and demographic diversity in Sili-

con Valley software start-ups may represent an asset for one actor and a problem for 

another. In particular, a founder may feel intimidated if a new member of the team, 

usually with a totally different background, comes on board and perhaps endangers 

                                                 
95 See Chapter One, Section 1.2 (Which Positions to Fill?).  
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the balance created by the entrepreneur in his executive team. In contrast, for a VC 

like Jack, it may be very convenient to introduce someone different in the executive 

team. A new executive, bringing new skills and new ascriptive qualities, most likely will 

not fit in the patterns of the original founder and therefore probably will take a more 

independent and neutral stance as to how to run the software start-up.  

Moreover, as Jack‟s words reveal, the introduction of diverse individuals into a 

software start-up may be considered by VCs as a beneficial signal to the outside, i.e. to 

other stakeholders and their ideas as to how a company “ought to be” in Silicon Val-

ley. In this way, Jack confirms that observed several times in my analysis, i.e. the fact 

that VCs are the professional group more often displaying their adherence to default 

assumptions and to institutionalized industry myths. However, at the same time I find 

that the selection of a new and different executive, as portrayed by Jack, may also be a 

clear sign of the VCs‟ intent to protect their specific interests against those of the 

founder.  

From the side of the founders, Kostas confirms my perception by underlying 

that the human resource skills possessed by a candidate can trigger different responses 

from selecting actors. This diversity, says Kostas, is rooted in the often divergent in-

terests that board actors have for hiring a new executive. In other words, Kostas‟ an-

swer validates the idea that in choosing a candidate for an executive position in a soft-

ware start-up, the selecting actors‟ considerations may seem related to an organization-

al problem, i.e. the complexity of the product being developed; however, these consid-

erations often actually (and at the same time) hide other types of concerns, i.e. calcula-

tions related more to questions of control inside a board. Kostas explains this multip-

licity of motives as follows: 

The last person we hired was a Head of Sales because we were expanding and we needed 
someone to go out and work on the customers. Choosing among candidates is generally 
hard and even harder in sales because everybody looks like an A-player when you are in-
terviewing them. And we had these three guys, all great guys. And we looked at issues of 
character, motivation, integrity and ability to communicate and reach out to customers. 
And then the VC came with the typical requirement that we could not hire someone with 
a too technical background, even if the complexity of the product required that. And you 
know that was out of the discussion to me because I think a good software start-up 
should be based on a solid technical team, with deep knowledge about the product.  

As clearly appears from his words, Kostas offers the founders‟ perspective as to what 

a software start-up is, i.e. a monopoly for geeks, and in this way he brings once again 
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to the surface the struggle between founders and VCs, between geeks and business 

guys. Kostas‟ insistence on requiring a technical background for a Head of Sales, can 

be interpreted as a way for the founder to acquire another ally within the executive 

team. In particular, this acquisition if successful is considered strategically important 

because the Head of Sales chair is usually occupied by MBAs and business-oriented 

executives, i.e. persons who by virtue of their educational and professional back-

grounds tend to stand closer to the professional vision of VCs. 

This problem, of the proximity of VCs to professional figures within software 

start-ups (and therefore their favoring of certain types of candidates for such posts), 

actually is not limited to Head of Sales. Elisabeth points out that she has also encoun-

tered, as a director, such problems with other figures of the board, and has learned 

through her own mistakes in previous executive selections. In particular, she stresses 

that conflicts during the very last and most delicate phase of a selection process often 

originate in concerns as to the creation of possible power factions among the highest 

positions within a start-up. 

Elisabeth offers the case of candidates to CFO positions who, for instance, have 

already worked with a VC or a CEO sitting on the board, a professional background 

that can lead to tensions during a selection process. Elisabeth depicts the situation as 

follows: 

CFOs have a unique and personal fiduciary obligation to the shareholders. For this rea-
son, CFOs are the only members of the executive team to have a structured channel to the 
board and to report to both the CEO and the board. I always had CFOs reporting fi-
nancials directly to me and not through the CEO. Some CEOs feel comfortable with the 
CFO talking with the board directly and on a regular basis. Some CEOs find this 
threatening. So the hiring of a CFO may become a sensitive issue.  

The CFO in a start-up has a unique relationship with the shareholders, as he responds 

directly to them; therefore, Elizabeth underscores, the CFO somehow has embedded 

in his role a dual responsibility, one towards the CEO, the other towards the board. If 

the CFO is someone picked by the VC, she warns, their close relation would most 

likely unbalance such a delicate equilibrium of power and control among the various 

figures of the software start-up. For example, she explains, a CEO may think twice 

before hiring as CFO a candidate who is personally connected to a VC or to another 

board director, since such a personal connection may somehow undermine the CEO‟s 

own exclusive relationship with the board and its members.  
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Before concluding, it should however be stressed that concerns like those ex-

pressed by Elisabeth, e.g. the risk of a new CFO personally connected with a VC, are 

not always and entirely dictated by strategic power evaluations. As pointed out by a 

CFO, Susan, the preference for a candidate who does not present evident past histo-

ries with board members or VCs may be dictated by a more honorable motive: the 

purely professional concern of keeping the channels of communication (and the con-

sequent duties of informational accountability) within the organization flowing as they 

should, so that the software start-up in its entirety can benefit from this.  

Ways to Come to a Decision - Consequential Logics vs. Appropriate Logics in Decision Mak-

ing  

As previously pointed out, all Silicon Valley interviewees are of the same opinion 

when it comes to the final decision of hiring a certain candidate as a new member of 

an executive team: this ultimate step sometimes may become extremely difficult due to 

the different interests and logics espoused by the board and its members. For this rea-

son, the key hiring actors continue, the modalities through which the board tries to 

reach a common decision around the name of a new CxO varies according to both the 

type of owner constellation and the way in which the power is shared.  

The Silicon Valley interviewees explain in more detail that since the vast majority 

of software start-ups are venture capital-backed, it is quite popular that VCs invoke 

legal backups in order to resolve possible conflicts with the rest of the board members 

as to hiring choices. Ben explains in a clear manner this use of legal threats by inves-

tors:  

When you make an investment in a company, you typically have negotiations going on for 
a while about the terms and conditions of the investment, and in the shareholders‟ agree-
ment, you have a lot of language regarding control and decision making in the company, 
like who has the right to veto certain types of decisions and this kind of things. And lots 
of that can be based on who has the right, you know, to finally hire a new CEO. So we 
(VCs) always try to explain and rationalize with people and you know if words come to 
words typically, because of the shareholders‟ agreement and because of our role in human 
resources, we have instructions in a way we can force a decision if we need to and then the 
consequences are whatever, you know, maybe the entrepreneur decides to leave the com-
pany, maybe he is fired, maybe he takes a different job inside the company and the CEO 
comes in. 
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Emerging from Ben‟s words is that if the board members have different opinions on 

the matter, a final decision on the hiring can be taken following a type of consequen-

tial action based on the shareholders‟ agreements. As pointed out by Cyert and March 

(1992), decision making within an organization can be “consequential,” i.e. based on a 

previous knowledge of alternatives and their consequences. In this framework, when a 

group of people faces a decision, conflicts may arise due to the fact that based on such 

knowledge, the various participants intend to follow (often colliding) self-serving 

goals. In order to overcome such possibilities of conflicts within an organization, the 

authors continue, decision-making processes may then be structured according to a 

logic of rational consequentiality, by designing legal contracts so that “the terms nego-

tiated in a first stage are self-enforcing in a second stage” (Cyert and March 1992: 229). 

This type of logic, Cyert and March conclude, is actually fundamental for theoretical 

approaches such as agency theory. For the latter, the use of legal contracts is a way to 

regulate and prevent conflicts in the relationships between agents and principals, two 

parties clearly representing different sets of interests.96 

However, one can observe when carefully considering Ben‟s words how adhe-

rence and respect for shareholders‟ agreements by various board members could also 

display another type of behavior, following more a logic of appropriateness. As depicted 

by Cyert and March (1992), this type of logic can be considered as being basically op-

posite to that of rational consequential action. The consequential approach sees actors 

as bearers of different interests with organizational decision-making actions as rational, 

anticipatory and calculated. For the appropriateness approach, the members of the 

organization instead tend to be aligned on the same interests and their actions lead to a 

decision usually reflecting professional standards and social norms. The latter are ones 

shaping people‟s behavior as to what they ought to do (or not do) in certain situations.  

The logic of appropriateness is usually the theoretical underpinning for the insti-

tutionalist approaches to organizations. In particular, such a logic plays a central role 

in institutionalist studies, emphasizing the role of normative systems in a society, sys-

tems that not only “define goals or objectives (e.g. winning the game, making a profit) 

but also designate appropriate ways to pursue them (e.g. rules specifying how the game 

is to be played, conceptions of fair business practices)” (Scott 2001: 55).97  

                                                 
96 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 
97 It is worth mentioning that early institutionalists, such as Durkheim, Parsons and Selznick, were 
those scholars most concerned with the normative dimension of institutions. This emphasis on nor-
mative aspects today is mostly embraced by political scientists, e.g. March and Olsen, and by those 
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Applying the distinction in these two theoretical approaches to the Silicon Valley 

fieldwork, the interviewees sketch a quite diverse picture of decision-making processes 

during the selection phase. On one side, as seen from Ben‟s answer, the professional 

figure of VCs tends to endorse the consequential logic of using legal contracts in cases 

of disagreement. On the other side, the founders of software start-ups are inclined, in 

cases of different opinions as to which candidate to finally hire, to evoke the idea of 

fair business practices, i.e. a logic of appropriateness.  

As to the latter professional figure, founders admit that in cases where a conflict 

with VCs as to a new executive seems difficult to resolve, they usually resort to meas-

ures that may legitimize their choices and guarantee to the rest of the board that a fair 

search process has been followed. In particular, founders make use of an external me-

diator, such as an ESF, to guarantee that a routine in line with professional standards 

and respecting all the parties‟ interests has been followed. As Andrej emphasizes:  

When we hired our last CEO, we understood we needed a legitimator to make the hiring 
process smooth. There was this guy we [the founders] liked and thought was really quali-
fied and perfect for the job although he did not have the ideal features that make VCs 
comfortable. So we decided to involve an ESF that could introduce the candidate to the 
VC and speak through his achievements. 

This use of ESFs as legitimators in the search process is actually depicted in the litera-

ture as a quite popular technique, involving a professional party for the specific task of 

presenting the candidate in an objective and neutral fashion. For instance, in a pre-

vious study on CEO recruitments in larger American corporations, Khurana (2002a) 

points to the fact that ESFs tend to play a legitimizing function, mainly due to the fact 

that they are equally concerned with the interests of all the parties involved in a match-

ing process. The ESFs send out a signal of legitimacy, especially to those constituents 

who, though having an interest in the hiring process and its outcome, do not directly 

take part in the entire process. For example, this can be the case where the board has 

delegated one (or some) of its members to take care of the recruitment and/or selec-

tion of a new CEO (Khurana 2002a).  

Despite the presence of ESFs as legitimators and neutrality guarantors, the Sili-

con Valley fieldwork reveals that there may still be the possibility of an instrumental 

behavior by their clients. As explained above by Andrej and further emphasized by 

                                                                                                                                                              
organizational scholars who are particularly interested in the role of professional associations (Scott 
2001).  
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Peter, sometimes ESFs “are brought in by one side of the board with the specific in-

tent to speak to the other side of the board in favor of their own candidate.” Actually, 

Peter underlines that the genuine neutrality of ESF professionals can be tested just in 

those cases where one faction of the board (those contacting the ESF) hides attempts 

at manipulation. As a matter of fact, the ESFs I interview state that they consider it a 

part of their mission, at least during the final act of the selection process, to help the 

board take an unanimous decision as to the right candidate to hire. I therefore find it 

particularly interesting to ask them about their stance in cases such as that portrayed 

by Peter. Henry acknowledges without any problem that ESFs often are hired by start-

ups in order to hunt down a specific candidate who is already known (and appreciated) 

by some board members but not all of them; moreover, he also admits that there are 

often pressures by such board members so that this very candidate will be presented in 

the interview with the board.  

However, Henry also assures that in the final act, i.e. when a hiring decision has 

to be taken, the role of ESFs is exactly the one of mediating, in the most professional 

way, among the different factions in order to help both sides reach a decision based 

on the reality of the facts. When asked as to the modalities through which ESFs guar-

antee their objectivity in the selection phase, Henry points in the direction of an exten-

sive use of standardized and appropriate selection methods. In particular, he indicates 

his preference for behavioral interviews, saying that this type of interview allows an 

easier and broader collection of evidence as to the candidates‟ qualities, evidence 

which then can be used by ESFs in order to compare candidates and, thereafter, give 

suggestions to the board as to the final decision.  

In summary, my Silicon Valley fieldwork shows how, in cases of disagreements 

within the board as to whom to hire, key hiring actors make use of two main types of 

logics in order to come to a final decision. While some actors (mostly VCs) turn to the 

use of legal contracts to resolve any problem of conflicting opinions, there are others 

(e.g. founders) favoring the employment of a middleman and the use of standardized 

evaluation methods in order to reach a decision grounded upon social or professional 

rules of behavior.  

2.5 Chapter Summary 

This Chapter maps, through the interviews, some Silicon Valley practices related to 

the second moment of the matching process of candidates to positions in start-up ex-
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ecutive teams: the selection. Interviewees are asked to answer four main questions: 

Which selection methods are used? Whom to select? Why select that candidate? How is a 

final decision reached? They are further encouraged to motivate their choices in order 

to shed light on how these practices may be economically, organizationally and institu-

tionally influenced.  

When the interviewees are asked which selection methods they usually follow, they 

say that they screen candidates primarily through résumés and cover letters as this is 

the most efficient way to detect candidate human and social capital as well as candi-

date motivation for working in a certain start-up. However, the interviewees also point 

at the US institutional environment as influencing their choice of screening method. 

First, résumés in the US contain neither ascriptive characteristics nor photographs, 

thus are safe devices from an anti-discrimination point of view. However, interviewee 

statements also suggests that the use of such a practice is undertaken more for fear of 

legal repercussions and related economic damages than for a taken-for-granted con-

formity to anti-discriminative beliefs.  

Second, the information contained in résumés, such as concerning educational 

credentials, plays an important signaling function in the very Silicon Valley environ-

ment. For a start-up to know that a candidate has studied in prestigious universities, 

such as Stanford, this not only reveals the knowledge possessed by the candidate (a 

very important element in knowledge-intense industries) but also whether the candi-

date possesses the correct university-industry connections so as to have access to both 

human and financial resources (very important for a growing venture). Later on, these 

same educational achievements can be shown off by the start-up signaling externally 

to the members of the organizational field that the new CEO, CTO, or CFO pos-

sesses achieved characteristics conforming to the “myths” of a certain industry (such 

as possessing an MBA) thus helping the start-up to gain legitimacy. The importance of 

educational credentials is also displayed in a subsequent practice: the checking of the 

authenticity of information contained in a résumé. However, even in these cases, this 

step is often influenced by the fear of legal threat (as being sued for negligent hiring). 

The interviewing moment comes after résumé screening. The choice of certain 

interviewing techniques, such as behavioral interviews, is at first justified as constitut-

ing an efficient solution. Indeed, even in this case, the double purpose of protecting 

selecting actors from possible lawsuits by candidates is clear. For example, employers 

know that by asking too personal questions (e.g. if the candidate is married or has 

children), that this could lead to serious consequences. Therefore, they chose more 
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subtle techniques to map out the life of a candidate. The safest practice of all, howev-

er, is that of entrusting an ESF to ask particularly delicate questions to candidates so as 

to have a scapegoat to blame in case of troubles with the law. Another possible legal 

trap is in the US constituted by reference checking because of the risk for former em-

ployers to be accused of defamation. The problem with defamation laws is not that 

they are so severe and rigorous, but rather that these legal regulations are pretty un-

clear and difficult to navigate. Consequently, this gives rise to incentives for the crea-

tion of ad hoc practices to cope with this scattered landscape. In other words, the frag-

mentation of the legal dimension of the US institutional environment drives actors 

operating in the normative dimension (e.g. intermediaries and employers) to organize 

efficient responses to unclear mandates. 

Although ascriptive characteristics are usually not disclosed in Silicon Valley 

résumés, these candidate qualities become evident in any event for the hiring actors 

when they meet the candidate in person. Therefore, when deciding whom to select, 

employers often make certain considerations and show certain preferences as to the 

sex, age and country of origin of a candidate. In particular when it comes to the sex of 

the candidate, interviewees point at the professional groups of VCs as the one disclos-

ing a type of behavior that can be interpreted in light of neoclassical theories of statis-

tical discrimination. Because Silicon Valley is mostly populated by men, VCs can rarely 

count on past experiences to calculate female executive performances and therefore 

apply “beliefs about group averages,” disfavoring in this way female candidates. Neoc-

lassical theoretical models point at labor markets mechanisms (as the competition ex-

erted by non-discriminating employers) as the solution for regulating in the long-run 

discriminatory tastes. Instead, interviewees point at anti-discrimination laws and the 

spreading of an anti-discrimination culture as a means capable of counteracting the 

behavior of these employers.  

As a matter of fact, anti-discrimination laws are said to have already produced ef-

fects on the way in which executive women in Silicon Valley calculate their chances on 

the high-tech labor market and the way they positively impress boards with a more 

assertive attitude. When it comes to age as an ascriptive characteristic, VCs seem once 

again to follow default assumptions about the “right age” a candidate should possess 

in order to occupy a certain executive position. Age is seen as a sign of experience, 

therefore constituting a balancing factor in those start-ups where founders are too 

young. Even ESFs demonstrate that they follow default assumptions when reasoning 

around the most suitable ages for an executive to possess in a Silicon Valley start-up. 
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However, these beliefs are quite different from those of the VCs and seem indeed 

shaped by the very environment of Silicon Valley, i.e. a land of “wunderkinds.” The 

concern therefore becomes that of creating homogeneity more than heterogeneity of 

ages in an executive team. Finally, when it comes to candidate countries of origin, this 

variable is mostly considered in relationship to the social capital possessed by the can-

didate as well his business culture. Immigrant executives are most welcome if they 

have studied in the US, further it is a plus if they understand the local business culture. 

However, these are considerations made mostly in relationship to those positions con-

sidered as the face out of a start-up: the CEO and Head of Sales. The selection of 

candidates to more geeky positions, as that of CTO and CFO, do not necessarily in-

volve these types of evaluations.  

When it comes to the question of why hiring actors select a certain candidate, the 

answers of the interviewees, just as with the recruitment phase, point to a problemistic 

way of tackling the selection: Oftentimes candidates are selected on the basis of their 

functional skills in order to respond to a resource problem. At times, however, inter-

viewees openly disclose that a certain candidate may be preferred for a CEO position 

because he bears certain legitimating qualities. By conforming to the standards of a 

certain industry about how an executive should appear, start-ups gain legitimacy with 

their audience while at the same time attract more resources. This way of thinking 

opens the way for a theoretical discussion on whether legitimacy has to be regarded as 

a set of beliefs (as institutional scholars maintain) to which organizations naturally 

conform, or as an operational resource that organizations can manipulate (as strategic 

management scholars assert). In either case, adherence to external normative beliefs, 

although awarding legitimacy, may produce unintended consequences inside a start-up, 

given the fact that an executive considered perfect from the outside may just not be 

the right puzzle piece in the executive team.  

The final act in a selection process is that related to the how board members reach 

a common decision around the candidate to choose. Interviewees in Silicon Valley say 

disagreements are not rare given the different ways in which different groups of actors 

evaluate the most important skills to be possessed by a candidate. In order to resolve 

these conflicts as to whom to hire, key hiring actors make use of two main types of 

logics in order to come to a final decision. While the VCs tend to turn to the use of 

legal contracts (logic of rational consequentiality) to solve the problem of conflicting 

opinions, the founders tend to favor the employment of a middleman and the use of 
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standardized evaluation methods in order to reach a decision grounded upon profes-

sional rules of behavior or wider cognitive beliefs (logic of appropriateness).  

The Stockholm fieldwork is presented in the following Part II in such a fashion 

as to mirror the Silicon Valley fieldwork. Although some comparative digressions are 

made in the following Chapters Three and Four when discussing recruitment and se-

lection methods in Stockholm, a proper comparison between the two fieldworks and a 

deeper discussion on its theoretical implications is given in Part III. 
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PART II 

THE STOCKHOLM FIELDWORK 
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CHAPTER THREE 

 

RECRUITING CANDIDATES IN STOCKHOLM 

This chapter focuses on the why, where and how recruitment practices targeting ex-

ecutives take place in Stockholm software start-ups. Moreover, the process of deter-

mining which executive positions to fill inside a start-up, as well as the main party re-

sponsible for the recruitment, is identified. This chapter thus mirrors the analysis of 

the recruiting moment and related issues as presented regarding the Silicon Valley 

fieldwork in Chapter One (Recruiting Candidates in Silicon Valley).  

To avoid repetition, the Silicon Valley fieldwork is used here as an ideal-typical 

model for investigating the recruitment practices in software start-ups, with the Stock-

holm fieldwork compared against it. This choice is motivated not only by the apparent 

observation that it is in Silicon Valley where high-tech start-ups have become most 

famous as a business phenomenon distinct from other more general ones, e.g. start-ups 

or high-tech companies generally (Saxenian 1996). The use of the Silicon Valley case 

as an ideal-typical model is also quite naturally based on the general underpinnings in 

the interviews. Stockholm interviewees themselves display a spontaneous inclination 

towards comparative digressions with US practices. This inclination seems to be 

rooted both in the fact that some of the Stockholm interviewees have had previous 

work experience in the US, and that they all have a sense of what is going on overseas, 

as their industries, software and venture capital, are fairly globalized. It should also be 

stressed that I informed the Stockholm interviewees in a presentation letter about the 

comparative nature of my study, with the same information provided to the Silicon 

Valley interviewees. However, the latter, aware on some level of representing a model 

of reference for the software industry worldwide, never referred to start-up realities 

outside the US, actually keeping their conversations at a very local level constrained 

within the borders of Silicon Valley. Although this chapter contains some comparative 

considerations as to the Stockholm and Silicon Valley recruitment practices, Part III 
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(Comparing Fieldworks: Silicon Valley vs. Stockholm) provides the more detailed compara-

tive analysis of these two different institutional environments. 

3.1 Why Begin a Recruitment?  

When starting my fieldwork in Stockholm, one of the questions I find most interesting 

to ask interviewees are the reasons leading up to the need for recruiting new candi-

dates to CEO and CxO positions in a software start-up. My particular interest in this 

question is driven by the many outspoken and quite strong reactions that the topic has 

generated when speaking with Silicon Valley interviewees.98 

Stockholm interviewees answer this question primarily using organizational ar-

gumentations related to the expanding size of a start-up. This simply means that the 

basic initial executive team over time requires the recruitment of more members in 

order to supervise the work of more employees. Further the interviewees place partic-

ular emphasis, as their Silicon Valley colleagues, on the very first CEO substitution in 

a start-up, i.e. that of the founder-CEO with a professional-CEO. However this mo-

ment is supported, in contrast from the Silicon Valley fieldwork, by more sociological 

than economic or organizational explanations. Furthermore, the accounts of Stock-

holm interviewees present what I find to be important comparative considerations.  

The Founder-CEO Removal - Figurehead Entrepreneurs and Accommodating Turnovers  

Stockholm interviewees believe that when a start-up begins its activity, the founder 

often assumes a charismatic role where he is tightly coupled with the occupied leading 

position and his name symbolically represents the entirety of the company. For these 

reasons, the remainder of the executive team as hired at the very beginning also finds 

itself in a very close and almost symbiotic relationship with the leader. Stockholm in-

terviewees depict entrepreneurs as figureheads, symbols, and charismatic founders that 

no one wants to remove from the company but who often, for the sake of the compa-

ny, have to step back from their roles as CEOs. The removal of the founder from his 

post as CEO of his own company is considered as the most relevant and difficult act 

triggering the first CEO recruitment in Stockholm software start-ups.  

As Weber (1978: 246) explains it: “Charismatic authority has a character specifi-

cally foreign to everyday routine structures. The social relationships directly involved 

                                                 
98 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 
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are strictly personal, based on the validity and practice of charismatic personal quali-

ties.” Moreover, as Weber continues and as will be shown in the following, this phe-

nomenon of the charismatic role played by founders should remain transitory. Other-

wise, it could lead to serious problems inside the organization as the latter develops.  

Astrid is a Swedish-born director in her fifties, holding a Master of Science in 

Civil Engineering. She has long experience both as CEO in large Swedish companies, 

as well as director and VC in Swedish start-ups and likes to call herself an “industrial-

ist.” Astrid thinks that founders are important figureheads in a business, and that it is 

not good for the company if they get upset and leave. Therefore, according to Astrid, 

the most difficult tasks for a board are, on one side, to let the founder stay in the 

company covering an executive position other than that of CEO and, on the other 

side, to recruit an external professional-CEO. Relationships between the new and the 

old CEO, she says, are always somehow tricky, and this tension can seriously affect 

the balance both within the board and within the executive team. Therefore, Astrid 

concludes, the situation is usually more bearable if the founder himself comes to the 

conclusion that someone else has to take over the leadership of his company.  

Johan is a Swedish-born entrepreneur in his forties. He holds a Master of Science 

in Industrial Engineering and Management and is exactly one of those founders as 

mentioned by Astrid. He says he freely stepped down from his position a few years 

ago because, as he acknowledges, he was a “bad” CEO for the company. This volun-

tary step was taken mostly because of his different way of assessing risks and strategies 

compared to the rest of the board, and particularly to the VCs. Johan says he tried, 

during his time as CEO, to translate his visions into language and “to pretend to be-

have as a business guy,” just like those who listened to his ideas, i.e. the VCs and other 

directors. However, Johan says, he is a geek and a visionary, just the opposite of what 

a business guy is, and geeks are not good CEO material.99 Geeks, as he sees it, do not 

use traditional ways of communicating and their way of thinking about a start-up is 

totally different from that embraced by investors and the rest of the board. As Johan 

puts it:  

If I take my experience, I can say that I have been a bad CEO for my own company. 
Because I let the company go in a quite difficult and risky direction, a direction that I 

                                                 
99 Here it is interesting to stress that the Stockholm interviewees use the same terminology as that 
used by the Silicon Valley interviewees to describe the two opposing groups of start-up actors: Geeks 
vs. Business guys.  



142 

 

would define as too long-term. I also tried to let others lead the start-up and that wasn‟t 
good either. They didn‟t understand the entirety of the operations and used a short-term 
perspective. So my conclusion is that perhaps a founder has to be a CEO anyway in the 
first stage of a start-up life just to show where his vision is heading.  

Johan means that in the very beginning, a new venture needs to be led by its founder 

as he is the only person who understands the mission of that enterprise and the extent 

of the entrepreneurial vision. However, Johan thinks that it is quite typical for venture 

backed start-ups to be characterized by overlapping logics: one that is long-sighted and 

the other that is short-sighted. While the first is the logic of entrepreneurs, visionaries 

and geeks, the second is that of VCs, professional-CEOs and business guys in general.  

As maintained by Kahneman and Lovallo (1994), one reason why entrepreneurs 

adopt strategies involving very high levels of risk is that they tend to focus on plans 

and images of the future instead of on lessons from the past, as VCs do. By invoking 

this future-oriented perspective over the experience-based one, these authors argue 

that entrepreneurs adopt an inside view, i.e. one that reflects their personal involve-

ment in the situation, rather than an outside view, i.e. one that compares the current 

situation with other situations surrounding them or belonging to the past.  

In other words, while the focal point for entrepreneurs is on the question of 

which product and which company to develop in the near future (long-sighted logic), 

VCs center their strategies around the issue of which product to sell today (short-

sighted logic). As strikingly stated by Schumpeter, “[e]ntrepreneurship essentially con-

sists in doing things that are not generally done in the ordinary course of business rou-

tines” while managers behave accordingly to routines and practices (Schumpeter 1934: 

7). Therefore it is fairly difficult for founders to invoke a concrete and experience-

based short-sighted logic. 

Stockholm interviewees, as their Silicon Valley colleagues, justify these differenc-

es in logics in two different ways. Some begin with considerations related to the per-

sonality traits of entrepreneurs in general, others with the elements of the institutional 

environment shaping the role of entrepreneurs. In the Stockholm case, as opposed to 

Silicon Valley, it is more the absence of a serial entrepreneurial culture that generates 

difficult relationships between VCs and founder-CEOs.  

Some founders highlight in particular that VCs in Sweden, in contrast to that 

happening in the US, seldom have a background as entrepreneurs, though some busi-

ness angels may be an exception. This lack of experience as entrepreneurs, the inter-

viewees continue, together with the financial education of the majority of VCs and 
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their previous background as CEOs, are factors leading to the inability for VCs to fully 

understand and share entrepreneurial visions.100 

Another related aspect emphasized by Stockholm entrepreneurs is the different 

way in which entrepreneurship is institutionally supported in the US in general and 

Silicon Valley in particular, compared to Sweden and Stockholm respectively. Found-

ers stress the weakness of university-industry links in general and of entrepreneurial 

programs in engineering schools in particular. Further, they lament a tax system that 

does not encourage serial entrepreneurship and the transformation of entrepreneurs 

into VCs.101  

VCs, on their side, somehow confirm the distance between their selves and the 

entrepreneurs, while pointing out how they usually feel more comfortable with profes-

sional-CEOs than founder-CEOs. The opinion expressed by VCs stems not only from 

the fact that they share mostly the same professional background of the professional-

CEOs and know what to expect from one another. This proximity, as the interviewed 

VCs point out, is also strengthened by the fact that the nature of professional-CEOs 

and VCs‟ interests is similar while the nature of founder-CEOs‟ interests is quite dif-

ferent. Daniel is a Swedish-American VC. He is in his thirties, holds an MBA and has 

had work experience in both US and Swedish VC companies. Daniel thinks that many 

recruitments for a professional-CEO start because of the different interests of VCs 

and founders:  

Often times, entrepreneurs and VCs have different interests. The VCs‟ interest is always 
trying to make lots of money out of their investments, and the entrepreneurs‟ interest 
might be different: they may want to run their own company and they might want to be 
comfortable and not take a lot of risks perhaps by expanding the company too quickly or 
investing too much money in the company at an early stage or hiring too many people or 
these kind of things. So often times the entrepreneur and the VC don‟t entirely agree as 

                                                 
100 That regarding the education of VCs may indeed be only an inaccurate perception of the inter-
viewed entrepreneurs. The VCs I interview all have, with the exception of one, the same technical 
educational background as entrepreneurs, i.e. trained in schools of Engineering. This group of inter-
viewees also specifies that in Sweden all the top positions, in the VC as well as in the software indus-
try, are occupied by engineers. What may justify this distorted perception about VCs‟ educational 
background is the very scant attention and importance that all Stockholm interviewees seem to give 
to education, while placing an enormous emphasis on the role of experience. See Chapter Four, Sec-
tion 4.1 (Which Selection Methods are Used?). As to the professional background of the VCs and busi-
ness angels interviewed in Stockholm, all, except one, have had past experiences as CEOs (see also 
Part III, Comparing Fieldworks: Silicon Valley vs. Stockholm). 
101 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
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to the strategy of the company and what should be done. Then the first task, either before 
or after we invest, is to try to find a professional-CEO for the company.  

Underlying Daniel‟s point of view is the image of the entrepreneur attaining a private 

interest that cannot be shared or passed on to another party (Gorman and Sahlman 

1989; Hellman 1998). Further, while the VCs, and apparently professional-CEOs, aim 

at maximizing their financial returns, the major interest of entrepreneurs is to keep 

their vision alive and to see where this vision may end up, an interest that cannot nec-

essarily be translated into economic terms.  

As seen in Chapter One, agency theory envisions the relationship between VCs 

and CEOs as generally problematic because of it involving different economic inter-

ests. Further, agency theory distinguishes between different types of risks that may be 

perceived by the VCs, depending on whether they relate with professional-CEOs or 

founder-CEOs. In the first case, the risk perceived by the VC is an agency risk involv-

ing the possibility that the CEO will behave opportunistically; in the second case, the 

risk perceived by the VC is an uncertainty risk related to the possibility that the found-

er will leave the company or will stay in a position other than that of CEO. In both 

cases, the interest of the founder seems to be evaluated in economic terms by VCs. 

This way of considering founder interests finds empirical evidence in the Silicon Val-

ley interviews but not in the Stockholm ones, where interviewees emphasize that the 

founders‟ main goal is to be left free to transform their scientific visions into reality. 

This reality does not necessarily correspond to the realization of high-profits.  

Silicon Valley VCs claimed to compensate for risks as to uncertainty by at least 

three types of actions, of which, the ultimate one consisted of a separating turnover, 

with the founder-CEO being dismissed and leaving the start-up for good. Stockholm 

interviewees point instead at two main controlling functions as those most commonly 

exercised by the VCs. The first concerns the covenants used to regulate contractual 

relations between the VCs and the companies in which they make their investments. 

The second is the dismissal of the founder, although in the form of an accommodat-

ing turnover.102  

Founders in Stockholm lament the dominant position of VCs in contractual co-

venants; however, they also point at the heavy capital gains taxation as penalizing en-

                                                 
102 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 
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trepreneurs when selling their companies.103 Using these two elements, Stockholm en-

trepreneurs question the existence of any real possibility for Swedish founder-CEOs 

to choose a separating turnover spontaneously when in conflict with VCs, moving 

onto the creation of new ventures, thus becoming serial entrepreneurs and ultimately 

turning into business angels or undertaking a career as VCs, as happens in Silicon Val-

ley. 

The situation described by my interviewees takes me immediately to Hirschman‟s 

famous concepts of exit, voice and loyalty. When Swedish entrepreneurs are unsatisfied 

with their relationships with VCs and board members, they tend to opt more for loyal 

behavior or to simply voice their discontent to the board instead of using exit strate-

gies (Hirschman 1970).104 This allegedly happens because of an institutional environ-

ment that does not support serial entrepreneurship and therefore does not give found-

ers the possibility to exit from an unsatisfactory start-up situation in order to create a 

new start-up or become themselves investors.  

VCs in both Stockholm and Silicon Valley perceive a risk of uncertainty in the 

behavior of founder-CEOs and try to protect their own interests through actions apt 

to keep this uncertainty under control. However, the way by which VCs and founders 

organize their actions, opting for a separating turnover or an accommodating one, 

strongly depends on the types of constraints and empowerments derived from the in-

stitutional environment. In contrast to agency theorists, institutional scholars recog-

nize interests as strictly dependent on the social context in which they are expressed. 

As Scott emphasizes:  

“Who has the right to have interests, what interests are regarded as rea-
sonable or appropriate and what means can be used to pursue them are 
all products of socially constructed rules: institutional rules invent ratio-
nality defining who the actors are and determining the logics that guide 

                                                 
103 In a survey conducted in Sweden in order to assess the covenants most often contained in con-
tractual agreements, the clause with “the VC having the power to dismiss the CEO” was used in 
40% of the cases. Covenants concerning the “buy-out rights for entrepreneurs” were included in 
only 15% of the shareholder agreements. Further, only 4% of these agreements included covenants 
imposed by “strong” entrepreneurs onto VCs (Isaksson et al. 2004). As for capital gain taxes, see 
Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
104 Hirshman defines a member decision to step out of an organization or situation as an “exit op-
tion,” the way of ventilating discontent through general protest as a “voice option” and “loyalty” as 
the behavior of one who is so attached to the organization or the situation that he or she can neither 
exit nor make his or her voice heard (Hirshman 1970). 
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their actions. Where social agency is located – who has the right to take 
self-determined and self-interested actions is expected to vary over time 
and place.” Scott (1995: 140). 

Defining interests in relationship to their embeddedness in different institutional envi-

ronments is more extensively analyzed in Part III. Here it is important to emphasize 

that the actions undertaken in Stockholm in the form of accommodating turnovers are 

described by interviewees as “painful,” creating very difficult situations, especially for a 

newly recruited professional-CEO entering into a software start-up as a substitute for 

the founder-CEO.  

Mia is a Swedish-born professional-CEO in her forties holding a Master of 

Science in Industrial Engineering and Management. She likes to call herself an “entre-

preneur” because her real job is actually that of leading and developing start-ups in 

very early stages even if she is not the founder. When the topic of the replacement of 

founder-CEOs is raised, Mia lists her usual concerns, as well as those of VCs, when 

asked to step in as professional-CEO:  

Venture capitalists always try to push the founder out although they are always afraid 
about the consequences of this action. Because you‟ll never know what will happen in such 
a case, whether the company will fall apart or not. That is why I always ask who the 
founders are, how troublesome they are, how much power they have, which positions they 
occupy and what has happened in the history of the firm. And in my experience, venture 
capitalists always answer these questions with honesty, because they know that to replace 
a founder can be a problem.  

Mia‟s worst fear when joining a start-up as a professional-CEO is exactly related to the 

type of founder-CEO turnover. As the interview reveals, Mia does not feel alone with 

her fear as she always notices how VCs also want to share thoughts with a new CEO 

about the founders and their possible influence on the start-up. This problematic situ-

ation is portrayed with equal concern by the directors I interview, especially when it 

comes to the nature of the founder-CEO turnover.  

Bill is a US-born director in his fifties holding a PhD in Engineering. He has an 

extensive background as a CxO in the US and as a board director in Sweden. Bill 

thinks that accommodating turnovers are judged in Sweden as a possible good solu-

tion in the beginning because Swedes are quite afraid of conflicts. When someone sit-

ting on the board is also part of the executive team, and feels that the latter would be 

too affected by a separating turnover, an accommodating turnover can then be a good 

solution for all the actors involved.  
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However, accommodating turnovers can actually become a first step towards lat-

er separating ones. As a matter of fact, despite any initial attempt to reach consensus, 

circumstances can lead to the building-up of dangerous opposing factions within a 

company, a terrible threat for the well-being of a business and sometimes for the very 

existence of a software start-up. The possibility of sliding from a turnover of an ac-

commodating nature to one of a more separating character, is clearly explained also by 

another director.  

Karin is a Swedish-born business angel, one of the few in Sweden, as she likes to 

emphasize at the beginning of our interview. She is in her fifties and holds a Master of 

Science in Civil Engineering. I meet her at the offices of the Swedish Venture Capital 

Association (SVCA) where she plays a fairly active role. She finds the question related 

to founder turnovers extremely important and describes past situations when an ac-

commodating turnover gave rise to the creation of factions and hostilities inside the 

board: 

There is one case that is very, very difficult, and that is when the founder remains in the 
start-up and sits perhaps as CTO or Chief Business Development Officer. And you have 
the executive team still supporting this person and saying things like “it was better before 
when he was the CEO.” You then get a click around the founder and a schism in the 
company, new people are hired and then you get a “us” and a “them.” And that is very 
dangerous for a start-up.  

The phenomenon emphasized by Karin is actually part of a more general potential 

problem in organizations as to charismatic authority already described by Weber 

(1978: 246): the threat of a permanent formation of a community of “disciples or fol-

lowers.”105 This danger, Weber maintains, sooner or later will call for a radical change 

of the character of charismatic authority, a change that eventually creates the base for 

routine business practices (Weber 1978).  

Karin further explains that there are so many significant threats coming from the 

technical environment surrounding a start-up, most of all represented by competitors 

                                                 
105 In a similar vein, previous studies on start-ups in the UK show that when teams expand from the 
original two founders to later entrants at the top, “inner” and “outer” teams may develop. The inner 
team, mainly represented by the founders and a few possible executive members, shares the same 
mission and an initial common history. The outer team, represented by the later entrants, although 
sharing the same ideas of business profitability, however, may represent a source of concern for the 
inner team as to their abilities to perceive the nature of the business as envisioned by the founders 
(Vyakarnam et al. 1999). 
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and the lack of financial resources, that there really is no time to deal with internal 

fights. Internal fights may totally jeopardize the development of a start-up and distract 

from more important threats coming from the outside. Unfortunately, just like Bill, 

Karin thinks that accommodating turnovers are pretty common in Sweden. This prob-

lem is generated by the fact that founders cannot really envision entrepreneurship as a 

profession, as in the US. Instead, they conceive of the act of building a company as a 

personal one-life time experience. 

Additions and Dismissals in the Executive Team -Start-ups‟ Unknown Demands and Stage-

bound Leaders  

Eva is a Swedish-born VC and board member in five software start-ups located in 

Stockholm. She is in her fifties, holds a Master of Science in Civil Engineering and has 

also a degree in Marketing. She worked many years as CEO in parent companies be-

fore undertaking a career as VC. I chased Eva for several months before being able to 

meet her for a face-to-face interview in her stylish office in the very center of Stock-

holm.  

I ask Eva about the most frequent reasons underlying CxO departures and she 

confirms Johan‟s previous idea: things work better in the first stage of a new venture if 

the CEO is on board from day one. The arrival of professional-CEOs in the very be-

ginning of a start-up‟s life may otherwise be the cause of spontaneous abandonments 

from the latter. Being a professional-CEO indeed is a very difficult job that may totally 

burn out a person if this is not used to the challenges that start-ups encounter in their 

first years of life. Even when the person has been informed about all the possible as-

pects and challenges of a start-up, things can take a very dramatic turn and the profes-

sional-CEO may decide to leave after only a very few months.  

All Stockholm interviewees describe work in software start-ups in a similar way: 

it is very demanding in terms of labor and time, and these demands often come as a 

surprise for executives with previous experiences in large companies. As the intervie-

wees emphasize, in the very case of Sweden, this surprise can be traced back to the 

fact that there is in general scanty knowledge as to the patterns through which entre-

preneurial processes operate and, in particular, how high-tech start-ups work.  

Other VCs interviewed in Stockholm emphasize that many CEOs and CxOs are 

requested to or spontaneously leave their jobs because they do not possess the execu-

tive skills needed for a particular start-up stage. These VCs think that it is indeed diffi-
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cult to find executives able to develop their skills in concert with the development of a 

start-up. As particularly related to professional-CEOs, Astrid for example states:  

There is a great difference between a company that needs, for example, to make personnel 
cuts or make adjustments after a slow development and a company that is in a hype 
situation. Two different types of leadership are necessary in these two cases. If it is a com-
pany that is in expansion, then you need a CEO with a sales profile. A CEO with pro-
ject leader qualities maybe does not fit as well in such a later stage. It is very natural to 
look for different CEOs profiles. 

Astrid mostly refers to those operative leadership skills that CEOs often acquire when 

working in a specific stage of a start-up. If the CEO has always and only worked as 

leader in a particular start-up stage, he then will find it fairly difficult to adjust these 

specialist skills to a different stage.  

When Eva is asked whether she shares the same thoughts as her VC colleague 

Astrid when it comes to the stage-bound argumentation, she seems more open to oth-

er and more sociological considerations. According to Eva, not only the operative 

skills but also actually the social skills of a leader are many times the obstacles for pro-

fessional-CEOs adapting to the different stages of the life of a start-up. She explains 

that different people have different social skills and can communicate better or worse 

in smaller or larger groups, but that these types of skills are part of one‟s personality 

and therefore often difficult to change.  

By pointing at stage-bound argumentations as a common reason for recruiting 

new CEOs or CxOs, the VCs in Stockholm use a type of professional logic that is very 

similar to that used by their peer-professionals in Silicon Valley. At the same time, 

Stockholm CxOs, just like their colleagues in Silicon Valley, do not agree with VC 

views about stage-bound leaders. However, and most interestingly, these interviewees 

bring up just Silicon Valley software companies as cases where the CxOs are capable 

of remaining in their chairs for longer periods of time, from the very first to the last 

start-up stages. The reliability of this assumption shared by Swedish CxOs is actually 

very difficult to verify since there are very different opinions in Silicon Valley (as seen 

previously) among software actors as to the question of how long on the average a 

CEO or a CxO remains in a software start-up.106  

A possible explanation for this unproven point of view among the Swedish inter-

viewees can be the fact that many of the famous stories of US CEOs and CxOs travel-

                                                 
106 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 



150 

 

ling across the Atlantic and becoming mythical in Europe, usually are the successful 

ones, overshadowing the less successful examples. Mia, however, provides an institu-

tional justification to rationalize why the stage-bound argument works more in Sweden 

than in the US: 

In the US you can stay in a company as CEO for a longer period of time. Take John 
Chambers at CISCO who has been CEO since 1985. I don‟t understand why you can‟t 
do that in Sweden, although I have never stayed so long neither, for several reasons. One 
of them is that I get bored if it gets too profitable. And I think that money has a lot to do 
with it, with why people stay so long in the US, for they are driven by money. I think this 
has to do with the enormous amounts of financial incentives in the US that do not exist 
here. In Sweden you want to do your own little thing and when you are forced to do some-
thing else and you don‟t think it is fun anymore then you change.  

Mia‟s basic idea is that in the US, CEOs and businesspersons in general, compared to 

their colleagues in Sweden, find greater incentive for staying in a company in the eco-

nomic returns. A point I find unclear in Mia‟s statement is whether the behavior of 

Swedish CEOs would still be the same if the latter were offered the same amount of 

money as their colleagues in the US. My sense is that the answer is yes. Although la-

menting an institutional environment that does not provide high economic incentives 

(at least compared to the US), the interests and goals of the Swedish business actors 

(just like that of their colleagues in the US) are so embedded and influenced by the 

cultural goals set by their national institutional environment that to envision a different 

goal would probably feel improper or even immoral (Scott 2001). So while these ac-

tors point at taxes and paychecks as the responsible elements for the missed creation 

of strong and wealthy founders or CEOs, they anyway find the pursuit of freedom 

more rewarding than money. This is because while the first is an institutionalized in-

terest, the second is not, at least not in the same extent and not if requiring the sacri-

fice of the first.  

As a proof, Mia points out that among the considerations that executives usually 

take in Sweden, holidays and parental leave are considered far more important issues 

than money. As a consequence, Mia concludes, many executives leave their positions 

when they are not able to cope with the high demands in terms of time that are natu-

rally connected to work in a software start-up. These demands, in fact, would nega-

tively influence the balance between working and family time, considered more impor-

tant than money. 
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Continuing the discussion about the stage-bound argument as pushing towards 

the need of replacing executives in Stockholm, Eva brings in another interesting con-

sideration. Eva thinks that if the obstacles for an executive in adapting to a different 

start-up stage are the operative ones, then it is always possible to balance the skills of a 

CxO with those of the rest of the executive team. For example, additions to the team 

or the dismissal of old executives and recruitment of new ones can actually help a pro-

fessional-CEO to navigate through different stages. In the end, Eva‟s approach to the 

question consists of considering the executive team as a unit, where the CEO and re-

maining CxOs can actually overcome the myth of stage-bound executives.  

Just like Eva, other Stockholm interviewees think that there is a strong connec-

tion between professional-CEOs and boards, and that the boards sometimes prefer to 

sacrifice a good CxO instead of an average CEO, mainly due to the difficulty in find-

ing great CEOs willing to work in Stockholm start-ups but also due to the special rela-

tionship that professional-CEOs and VCs build up after a while. In other words, 

Stockholm interviewees portray the relationships inside a start-up as based on personal 

grounds more than professional ones. 

Economist Ben-Porath (1980) underscores that business relationships embedded 

in the identity of the partners may lose their meaning if they are transferred to other 

people. In other words, there is a “relation specific” capital that, even in working rela-

tions, is difficult to translate into economic terms and can scarcely be reproduced if 

the identity of the people involved changes. In particular as to the Stockholm field-

work, the replacement of a professional-CEO can produce emotional costs where the 

existence of friendship or social ties between professionals sharing the same interests 

and the same passions is not atypical, especially in an institutional environment de-

scribed as unfriendly towards entrepreneurial activities.  

A final argument candidly provided by interviewees in Stockholm as the most 

common reasons for start-ups beginning a CxO recruitment is the honest admission 

of “human mistakes” when hiring candidates (as seen previously), i.e. some dismissals 

are the consequences of poor judgment during the hiring process or badly designed 

candidate profiles.107 Maybe this is the consequence of the fact that Stockholm inter-

viewees do not follow a recruitment process based on a problemistic search, as in Sili-

                                                 
107 See Chapter One, Section 1.1 (Why Begin a Recruitment?). 
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con Valley, but on an opportunistic search, usually not requiring the sketching of a 

candidate profile developed on the base of a specific job description.108  

3.2 Which Positions to Fill?  

The entrepreneurship literature distinguishes between two different stages when it 

comes to shaping executive positions in start-ups: the formative and emergent stages 

(Vyakarnam et al. 1999). In the formative stage, founders usually team up in informal 

ways and the positions as between them are not so sharply defined. In the emergent 

stage, the executive team begins to form in a more complete manner, i.e. through the 

definition of positions for already existing members and the addition of further posi-

tions to be covered by new members. The increase in the number of executive team 

members is achieved through more formalized processes where people are matched to 

positions based on the skills and experience required for the start-up to expand.  

Entrepreneurship scholars acknowledge however that one of the greatest con-

cerns in the emergent stage, and equally important as to skills and experience, may be 

the personal characteristics of the future team members, their engagement in the start-

up mission, and their ability to share the same goals as the original team (Kamm et al. 

1990). For these reasons, the formation of an enlarged executive team may follow very 

chaotic patterns, where it is difficult to follow a logic in the recruitment (Silver 1983; 

Vyakarnam et al. 1999), and where the opening of a position may not necessarily pre-

cede the search for its candidate (Bird 1989; Neiswander et al. 1987). On this point 

Forbes et al. (2006) emphasize that in certain start-ups, instead of a problemistic search 

(as in the Silicon Valley case) when recruiting new executives, what really takes place is 

an opportunistic search, i.e. the added member is a person with whom other members 

of the team are already in contact and is chosen without identifying a problem or 

opening a position first. The authors maintain that this type of behavior does not fol-

low resource-seeking patterns but simply interpersonal attraction (Forbes et al. 2006).  

First the Person Then the Position – The Opportunistic Search 

Oskar is a Swedish-born entrepreneur and CEO with experience in start-up mergers 

and team formation. He is in his thirties and holds a Master of Science in Civil Engi-

neering. When discussing executive positions to open in a start-up, Oskar explains that 

                                                 
108 See Chapter One, Section 1.2 (Which Positions to Fill?). 
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at least in the Swedish start-up world, recruitment happens actually more on the basis 

of persons than on positions. Oskar explains that he has considered the issue, “first-

the-position-or-first-the person?”, several times during his career as CEO. This con-

templation has taken place particularly during the selection phase i.e. when deciding 

who to hire between two very different candidates. When facing this very dilemma, 

Oskar realized that the hiring process in a start-up does not follow the classical pat-

tern: first individuating the position to open, then filling in a job description, and final-

ly looking for a person able to cover the position and carry on certain duties.  

What really happens in a Swedish software start-up is the very opposite: usually 

the board, if a CEO recruitment, or the CEO, if a CxO recruitment, finds a person 

they really like and then “tailors” a certain job position around him. This inversion of 

the phases of a traditional recruitment process, Oskar explains, happens because one is 

talking about a software start-up in Sweden. First, Oskar points out how in startups in 

general, everything is in a state of continuous change and development, even job posi-

tions. Second, it is of course important that certain skills fit with a certain position but, 

as Oskar emphasizes, in the software industry the basic skills may be very homogen-

ous as it is a world of engineers. Third and most important in Sweden is that the cul-

ture and popularity of start-ups are limited and as a consequence good available start-

uppers are rare. Oskar says:  

I see that when I sit with two candidates that are entirely different and there is a lot I 
have to contemplate. But wait, if I take this candidate, the position will develop in this 
direction, while if I take the other, the position will develop in another direction. In the 
start-up world, recruitment is much more based on the person than on the job description 
or the position. And it can also be the case that you have heard that a certain person is 
available, and you take them in almost only because they are so good even if they don‟t 
work in that position. You create more often the position for the person and you notice 
that when people quit, you replace them not with people working in the same position but 
in a position that you have modified.  

As Oskar emphasizes, the primacy of the person over the position in the recruitment 

of executives for software start-ups entails at times that a position finds a sort of clo-

sure with the departure of one person, and that a new person often brings into the 

company a new position or an upgrading of the old one. 

Lars is a founder and CEO, Swedish-born and in his fifties. He holds a Master of 

Science in Civil Engineering and has longstanding experience as director in several 

Swedish companies. Lars stresses another peculiarity of the process of recruitment in 
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software start-ups. He says that different start-ups have different cultures, and that a 

pure opening of a certain position would not necessarily attract the right person. In his 

past experiences, Lars has actually noticed that it often takes a while for the recruited 

person to get “warmed up in his new clothes” and to fit in the cultural climate of a 

start-up. This need for time to adjust to the new working place, he stresses, often has 

nothing to do with a lack of skills or experience in the hired executive; simply, the new 

CEO or CxO does not really understand both the general spirit of the start-up and the 

specific mission behind a certain position. Moreover, Lars thinks that in the start-up 

world, there is no time to adapt a person to an ideal typical CxO position, but that the 

opposite is possible. If a CEO happens to find a great CTO that has innate sales skills, 

then it is possible that a position as VP of Sales may be opened for this CTO; the 

most important thing is that both the CEO and the CTO find the new assignments 

constructive and challenging. 

Lars also emphasizes that the opening of a position for a Senior VP of Sales, for 

example, could certainly attract people with previous experiences in large companies, 

but they would most likely not understand what it means to sell a brand-new product, 

in a brand-new market, and for a brand-new company. These qualified candidates 

would almost certainly lack the technical background needed for understanding and 

explaining the product to customers; moreover, they would also find their job very 

frustrating by not having other people under them, as often happens in start-ups in 

comparison to larger companies. These types of concerns, Lars concludes, can explain 

one aspect of the executive recruitment process in Swedish software start-ups: instead 

of opening, for instance, a position as Senior VP of Sales, they prefer to look around 

and find a great software talent, with experience in start-ups and who maybe has pre-

viously worked with one of the founders, and then let this talented person jiggle 

among positions, one of which may be sales.  

As previously introduced, the literature devoted to entrepreneurial processes sees 

the emergent stage of start-up building as “non-linear, chaotic, unique, and impossible 

to generalize” (Vyakarnam et al. 1999: 156). In particular, some entrepreneurial teams 

are described as consisting of friends or associates from former jobs, where openings 

are believed to often be “personality” more than “position” driven (Bird 1989; Neis-

wander et al. 1987). The case of opportunistic search finds several other explanations 

in the entrepreneurial literature. Forbes et al. (2006: 232) emphasize that this type of 

search is undertaken to “satisfy social psychological goals of existing team members.” 

Gartner (1985: 703) explains instead that the dilemma “person vs. position” is often 
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resolved in favor of the former especially in high-technology industries because they 

“might require more skills that an individual would be likely to have, necessitating that 

individuals combine their abilities in teams in order to start an organization successful-

ly.” Therefore, start-up executives not only have to be flexible and capable of switch-

ing between roles; they also need to combine their skills with those of other individu-

als in the executive team and therefore have to fit perfectly in an already existing team.  

The Stockholm VCs interviewed are in substantial agreement with that expressed 

above by CEOs and founders as to the difficulty in defining positions, in particular in 

the early stage of the life of a software start-up. The VCs also express a clear prefe-

rence for people with whom they have previously worked and trust. They also explain 

that oftentimes these persons represent just the opposite typology of the executives 

that founders would hire. In this way, they subtly push forward the idea of developing 

a certain position which is then more functional to the idea of the start-up that they 

want than to the one envisioned by the founder. While this thought, manifesting the 

different interests of VCs and founders, is reminiscent of that expressed by Silicon 

Valley VCs, it diverges from the latter as to the way by which it is pursued. Silicon Val-

ley VCs used a type of problemistic search because the type of technical environment 

in which they are embedded gives them the chance to choose among a wide supply of 

software start-uppers.  

In Sweden, the tightness of the labor market for software start-uppers does not 

permit the use of the same recruitment approach. This tightness, as described by the 

interviewees, is strictly connected to the scanty knowledge about this type of organiza-

tions characterizing the Swedish institutional environment. This environment is de-

scribed as resulting from more than the absence of skilled software professionals. 

Therefore the type of search undertaken by boards in Stockholm (as compared to Sili-

con Valley) follows an opportunistic approach more than a problemistic one. 

Core vs. Non-Core Executive Positions  

During my interviews in Stockholm I notice that key actors unanimously mark the dif-

ference between core and non-core positions when discussing which post (or person) to 

introduce in the executive team and at which stage of the life of the software start-up. 

In particular, CEOs and entrepreneurs believe that the CEO and the CTO are core 

figures in an executive team, together with another possible more “technical” position, 

depending on the complexity of the product to be developed. In particular, Mia thinks 
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that in the beginning, it is really sufficient to operate with one or two executive posi-

tions:  

In the beginning it is enough with a business person that sells and a technical person that 
develops. If you want to develop a more complicated model, then you might need more 
technical persons. Otherwise, it is really sufficient with someone who represents the prod-
uct and can talk about it and describe it purely technically, and a business person. Well, 
actually if the person who has developed the product has business knowledge, then it is 
enough with one. 

Mia also explains that during her past experiences as CEO, it was a common practice 

to not have CxOs, such as a VP of Sale and a CFO, in the executive team; all three 

roles (CEO, VP of Sales and CFO) were instead performed by her. The only downside 

in letting one individual juggle three different positions was that it was extremely time-

consuming. For this reason, Mia continues, as soon as the start-up had growth, both in 

terms of size and profits, she used to play with the thought of recruiting someone to 

cover the two positions as VP of Sales and CFO. She also emphasizes that while the 

sales position was usually opened as a full-time position, the CFO was usually part-

time or outsourced to contractors external to the software start-up.  

Mia‟s product and resource based interpretations as to the core-positions in a 

software start-up match almost perfectly those offered by another interviewed CEO, 

Oskar, and a former CEO, Johan. However, both Oskar and Johan are two founder-

CEOs, as opposed to Mia who is a professional-CEO, and therefore their accounts 

related to the topic of core and non-core positions show some slight differences. In 

particular, Johan thinks that in the beginning of its life, a start-up only needs a found-

er, or as he expresses it, a classical geek, and a CEO with business qualities. Then it is 

not strange, he continues, that the ultimate couple in the software world is, after all, 

that of Bill Gates and Steve Ballmer, i.e. the geek and the business guy, par excellence, 

who have complemented each other for so many years in Microsoft. Johan depicts the 

relationship between the founder and the CEO as a sort of “marriage,” an image often 

used even by Silicon Valley interviewees. 

Johan brings up the example of his own company, a start-up created for the de-

velopment of a financial software system. His story is similar to the one offered by 

Mia, but Johan introduces somewhat different titles from those presented by her. In 

his case, three positions were needed: a CEO, a professional figure taking care of the 

financial logic behind the product (Chief System Architect), and finally a pure technic-

al person in charge of programming and developing the product (Chief Technology 
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Architect or Chief Business Platform Architect). Johan explains that in this triadic rela-

tionship, what is more important is for the newcomer to share the same interests (not 

strictly economic) of the founders, i.e. to understand their vision and follow the same 

mission. Finally, Johan points out how the CFO position is usually the one that is of-

ten outsourced in Stockholm software start-ups. From a founder‟s point of view, he 

explains, outsourcing executives in order to take care of the financial aspects of the 

company is mainly dictated by the scarce resources and financial simplicity of start-ups 

in the first years.  

Following Johan‟s description, Oskar emphasizes as well that the enlargement of 

the executive team in successful software start-ups happens slowly and always has two 

outer-limits: the financial resources available to the company and the balance between 

core and non-core positions. This caution in recruiting new executives is especially 

used towards non-strictly technical positions, as the ones of VP of Sales and CFO, 

since the latter can be opened up later when the start-up has reached a certain size and 

stability. Before that time, Oskar concludes, start-ups can sometimes open part-time 

positions or outsource top specialists in order to cover these positions. 

When confronted with the same topic as to the core positions needed in software 

start-ups, Stockholm VCs offer a rather different view than the one produced by 

CEOs and entrepreneurs. In particular, the interviewed VCs stress that the VP of 

Sales is considered to be a core position to be opened quite early in the life of a start-

up. As to the reasons behind such a strong opinion, the Stockholm VCs and directors 

tend to offer interesting institutional explanations. As further developed below, VCs 

and directors explain that there is a solid non-sales engineering culture in Sweden, and 

therefore, appointing a VP of Sales at the very beginning of the life of a software start-

up can be a way of overcoming the problem of having a CEO or a CTO usually lack-

ing sales skills.109  

Previous literature somehow supports this institutional argumentation by consi-

dering different national and cultural approaches to engineering. While Europeans 

treat engineering and software as science, the Americans treat it as business. The key ac-

tors in European software engineering for example tend to be very focused on creat-

ing and achieving elegance in software design. For their colleagues on the other side of 

the Atlantic, the question of how to sell good software products to the masses is in-

stead more important, making the most money they can from their technical skills. 

                                                 
109 See Section 3.4 (Where to Recruit?). 
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This difference in approach as to software engineering can already be traced at the 

university level in the way teachers and students view the discipline (Cusumano 2004). 

In the same vein and extending the argument to other disciplines, it is believed that 

while the university system in the US has long played a role in setting joint academic 

and industrial goals, the European ones have mostly contributed to produce scientific 

knowledge per se (Ben-David 1977; Rosenberg and Nelson 1994).110 

Finally, as for the position of CFO, and in line with the answers given by CEOs 

and entrepreneurs, Stockholm VCs and directors support the idea that this position 

can be covered by outsourcing a specialist, or by employing an executive part-time. 

However, these actors do not provide any economic or stage-bound explanations for 

their idea of CFOs as non-core professionals in a software start-up. Instead, they 

mainly use agency theory related concerns as they portray two major risks (depending 

on their work backgrounds) with recruiting from the first a full-time CFO.111  

VCs and directors with experiences in the US consider CFOs “dangerous” be-

cause the latter have aspirations and visions for the company that at times do not 

match those of VCs. When it comes to the financial aspects of the software start-ups 

in particular, VCs do not desire visions other than their own. Therefore, they always 

aim at keeping total control of financial questions, either personally or through the 

CEO. As Karin clearly explains: 

The people you often need to find when you have grown a bit are a bookkeeper, an audi-
tor and a department head of finances, but not really a CFO. Because CFOs are often 
people who want to acquire companies, to sit and analyze and this is not good. In par-
ticular cases, if you need such skills, you can outsource a CFO. There are firms special-
ized in the outsourcing of CFOs who have maybe tired of working full-time and who 
think it is fun to work in five companies at the same time. Those people have no interest 
in pursuing aggressive expansions. You can trust them.  

The outsourcing of CFOs may therefore become a good strategy towards the control 

of certain risks related to the figure of CFOs who sometimes may have personal ambi-

tions.  

The other main concern in recruiting a full-time CFO early on is the one shared 

mostly by VCs with a Swedish background: the risk of not being able to control both 

                                                 
110 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors) for a further 
discussion on the topic. 
111 See agency risk in Chapter One, Section 1.1 (Why Begin a Recruitment?). 
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the CEO and CFO at the same time. In contrast to VCs with experience from the US, 

the Swedish-formed VCs express a sort of wish for a dream CFO role that could faci-

litate their job as principals in monitoring the agents (the CEOs). As they explain, it 

would be very desirable to have a good CFO from the very beginning providing a very 

realistic picture of the financial situation, giving early signals about possible problems 

within a start-up, and in general, helping to keep an eye on the CEO. In reality, the 

VCs with a Swedish background conclude, what really often happens is that when re-

cruiting a CFO pretty early, the CFO and CEO enter into a conflict and the monitor-

ing of the entire software start-up from the VC side becomes even more difficult.  

In summary, Stockholm interviewees base their answers to the question of why 

they consider certain positions as core or non-core in a software start-up on argumen-

tations of a different nature. In particular, while entrepreneurs and CEOs offer rea-

sons related to the financial resources of the start-up, VCs and directors offer a mix of 

agency theory argumentations (as to the CFO position) and institutional ones (as to 

the Head of Sales position). With the latter, the strictly science-oriented engineering 

education and the weak entrepreneurial culture are considered to form executives with 

inadequate skills for the commercialization and sale of software products. Thus boards 

feel the need of complementing the engineering skills present in the executive team 

with those of more business-oriented specialists.  

3.3 Who is in Charge of the recruitment?  

Previous Swedish studies focusing on CEO recruitment in medium-sized companies 

and subsidiaries show that most of the time, the actor who is in charge of an executive 

recruitment is the chair of the board. The chair may operate alone or together with 

one or two appointed persons, and this small group is usually referred as the presidium 

(Holgersson 2004). Recruitment practices targeting other CxOs usually follow a stan-

dard procedure where the CEO is in charge of the process and is unanimously consi-

dered the responsible person (Tengblad 1997). 

There is no literature concerning how things work with respect to this issue in 

the cases of start-up companies in Sweden. Given the information as described in the 

previous sections, the expectation could be that of a VC involvement in the recruit-

ment of a CEO with a possible cooperative role of the founder where an accommo-

dating turnover is taking place. As for CxOs, the CEO should definitely be the person 
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responsible for the recruitment of the team, although the board and most of all, the 

VCs, could play a supporting role. 

Recruiting a CEO - A Secret Mission for the Board  

I ask Astrid, who usually is in charge of recruiting a new CEO in a software start-up, 

and she replies without hesitation that this task in general is a clear board mission. 

However, she indicates that there may be differences in practices depending on the 

size of the company. For example, the boards of the larger start-ups she has served on 

previously usually formed a small committee when the time for selecting a new CEO 

arose. As to the formality of this operation, Astrid stresses that it depends on how 

many shareholders are sitting on the board, i.e. the presence of more shareholders 

usually means that the appointing of the recruitment committee tends to follow formal 

rules.  

Astrid remembers a couple of times when all the shareholders sitting in the board 

of a start-up agreed to participate in the recruitment and bring in candidates for a se-

lection to a CEO position. Both times a VC was able to find and present candidates 

that later were hired. Astrid finally emphasizes that VCs, when sitting on a board, are 

the ones who are to the highest degree involved in the recruitment of a CEO for a 

software start-up. This power of VCs in the recruiting process, she concludes, does 

not emanate from the law but simply from the fact that VCs are those who are em-

bedded in larger social networks and therefore can more easily reach for the right 

CEO.  

In a study about European VCs, Manigart (1994) identify strong similarities be-

tween Europe and the US in the perceived roles played by VCs. The authors indicate 

in particular the fact that US VCs traveling around the world heavily contribute to the 

spread of a VC culture based on highly networking practices, strong professional asso-

ciations, and sharing of information. In the Stockholm fieldwork, Karin and Bill, both 

directors in Swedish start-ups with long experience as CxOs in the US, also suggest 

that the presence of many US VCs and directors on the boards of Swedish start-ups 

has certainly contributed to a certain internationalization and standardization of VC 

practices in Sweden. As proof of such standardization, Karin and Bill mention the fact 

that VCs and business angels are among the few professional categories operating in 

Stockholm who have their networks structured not in a casual but rather a highly or-

ganized manner, most of all through the work of their professional associations.  



161 

 

Karin also emphasizes that more than anything else, it is important that news of a 

start-up looking for a new CEO does not leak both inside and outside the organiza-

tion. Therefore the very process of recruitment is kept inside the board:  

It is very important that no one outside the board comes to know about this as it is a very 
confidential matter. If the search of a new CEO takes place in a listed company and the 
news should leak out then the whole market would know and it could affect the price of 
the shares. If the search takes place in an unlisted company you don‟t want anyone inside 
the company to go around and wonder “how is it going to be now?” or such. It creates 
worry. So this type of search usually is kept locked in the board.  

Karin explains that it would also not be fair for the departing CEO, whether he has 

spontaneously quit or been dismissed, if news spreads outside the board. This could 

indeed ruin the reputation of a future candidate soon to be on the market for CEOs.  

Karin highlights some basic characteristics of the labor market for CEOs as em-

phasized by Khurana (2002a). This author in particular explains that the process of 

searching for a new CEO usually produces high concerns as to confidentiality since it 

could involve, in the case of disclosed information, threats to the image and reputation 

of both the firm and the persons to replace. However, as we will further see later on, 

reputational concerns also seem to be a general characteristic of actors‟ relationships in 

the organizational field of software start-ups in Stockholm, a sort of outcome of the 

dominant logic governing the latter.  

Stockholm VCs also provide insights as to the role played by entrepreneurs in the 

recruitment of CEOs. Founders may indeed take an active part in the process and this 

participation is usually a consequence of the many accommodating turnovers. Howev-

er, as suggested by the interviewees, the involvement of entrepreneurs is not always 

positive, at least not for the candidates who during the selection phase are often ques-

tioned and rejected by very demanding founders with unrealistic expectations.  

As to this point, Johan remembers the time when he started to admit, first to 

himself and then to the rest of the board, that he needed a person who could “com-

plement” him by eventually taking his place in the company as CEO while he would 

stay as CTO in the executive team and as a member in the board. Johan says that 

when he tried to explain to the VCs those characteristics the new candidate should 

possess, they yelled aggressively at him that “he did not need to look for God.” In 

other words, the VCs thought that the CEO candidate profile that Johan had sketched 

could hardly lead to a real person, and that having him be the leader of the recruitment 
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for his own CEO successor would lead the company to searching high and low, with a 

great waste of resources and no final result.  

To conclude as to their role in the CEO recruitment process in software start-

ups, founders suggests that their involvement is actually limited both by the VCs and 

by themselves. It is not their impossible requests, they say, but their more restricted 

networks of contacts in comparison to those shared by VCs that makes it difficult for 

them to be responsible for the search. Although brilliant as inventors and visionaries, 

entrepreneurs do not see themselves as social talents and in the wake of this self-

image, they tend to greatly limit their degree of participation in the recruitment.  

Recruiting a CxO - Supportive or Intrusive Boards? 

Shifting to the modalities of CxO recruitments, Karin openly admits that boards often 

help the CEOs in recruiting executive team members. She mentions an actual case of a 

recruitment of a VP of Marketing that she, in the capacities as both board member 

and business angel, once took care of together with the CEO. Karin thinks as to this 

specific case, and generally, that the appointment of a CxO, at discretion of the CEO, 

can involve the VCs because the latter clearly have experience in how to turn a found-

er‟s creation into a professional organization capable of competing in the market.  

It then is interesting to match the stance of Karin, who previously worked in the 

US, as to the modalities of CxO recruitment with the study conducted by Hellman and 

Puri (2002) and based on data collected in Silicon Valley start-ups. In their work, these 

authors found that, besides influencing the professionalization of start-up companies 

at the CEO level, VCs are also able to “influence developments further down the or-

ganization” (Hellman and Puri 2002: 169). One of these developments as traced by 

Hellman and Puri is just the hiring of a VP of Sales and Marketing. Here, according to 

the authors, the interest showed by VCs for the recruitment of such a senior manage-

ment position is important for two related reasons. First, the hiring provides concrete 

evidence of a specific aspect of team building in which VCs have an active role; 

second, the very position of VP of Sales and Marketing is important because it empha-

sizes the strategic choice of promoting a “commercial orientation” in the start-up, i.e. 

a major feature of professionalization (Hellman and Puri 2002).  

As to this question, two further observations are worth noting. The first, of a 

more general character, is that a process of professionalization in the case of entrepre-

neurial ventures means that the start-up becomes less of an “entrepreneur‟s own vi-

sion” and more of an organization with its own identity different from that of the 



163 

 

founder. The second observation, more connected to the Stockholm fieldwork, is that 

the interviewed actors who previously had been active in the US, as Karin, Bill and 

Daniel, are totally comfortable with the idea of the board playing an active role in the 

recruitment of certain CxO positions. Their stance is reminiscent of what I found in 

Silicon Valley.112 It is then interesting to compare this self-evident idea of the direct 

participation of the board in the recruitment of a CxO, with those shared by other ac-

tors operating in Stockholm but with an exclusively Swedish professional background. 

For example Mia, who is a professional-CEO with Swedish work experience, says that 

she would never allow a board member to interfere with the recruitment of a CxO:  

My current board used to interfere with the recruitments of my predecessor and brought in 
candidates to him. I could never accept such a thing because it is me, the CEO, who has 
to be able to work with the members of the executive team. I appreciate that the members 
of the board know people, and I often ask for tips about suitable candidates but in the 
very end I always choose my team and I never let the board interfere with it.  

However, founders such as Johan think that strong opinions, like those expressed by 

Mia, might just be those of professional-CEOs who can count on the unconditional 

support of the VCs, the latter being those who often bring in “their” professional-

CEOs. This backing, he suggests, probably takes place because the interests of a pro-

fessional-CEO tend to correspond to those of the VCs to a higher degree than to 

those of a founder-CEO who may find it much harder to get the same amount of trust 

from VCs. 

When asked the same question (who is responsible for a CxO recruitment?), 

CxOs, drawing on their personal experiences as candidates, tend to put a similar em-

phasis on the fact that the entire board is often behind many CEOs in younger Swe-

dish software start-ups, as compared to what happens in more mature software com-

panies. As to a possible explanation for this practice, the interviewed CxOs name that 

Sweden is quite a small country and VCs are often the ones with contacts outside the 

country; therefore the VCs can more easily reach different and more appropriate ty-

pologies for CxO candidates.  

                                                 
112 See Chapter One, Section 1.3 (Who is in Charge of the Recruitment?). 
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The Role of the HR Department  

I ask Stockholm interviewees whether the HR department in any way is active or co-

operative in the recruitment of a CEO. I am in particular interested in investigating 

whether the democratic structure of Swedish workplaces, and of start-ups in general, 

makes the involvement of such actors not strictly belonging to the board, such as HR 

managers, possible (Einhorn and Logue 1989). My interest in the role played by HR 

managers is also driven by the fact that, when analyzing my interviews in Silicon Val-

ley, I read a study conducted by Brewster and Larsen (1992) comparing the role played 

by HR departments in different countries. This work shows that Sweden, when related 

to other European countries, presents the highest percentage of Heads of HR or Chief 

Human Resource Officers (CHRO) represented at the board level. At the same time, 

Sweden is also the country having the greatest portion of departments within an or-

ganization involving a CHRO in the formulation of corporate strategy at an early 

stage.113  

Stockholm interviewees support these data as they point to the participation of 

HR top representatives in the boards of more mature start-ups. However at the same 

time they also stress features such as low status and non-influential network em-

beddedness as characterizing this type of manager. In the majority of cases, interview-

ees emphasize that the person responsible for the HR department is located under the 

CEO in the organizational hierarchy. Consequently, it would not be appropriate, from 

a status point of view, to involve a professional figure positioned below the CEO in 

the recruitment of such a high status position. 

Magnus is a Swedish-born ESF recruiter with long experience as an HR manager. 

He is in his fifties and holds a Bachelor in Social Sciences. Before undertaking a career 

as an ESF recruiter, he held a position as a CHRO in a mature high-tech start-up. 

Magnus explains that the degree and type of involvement of the CHRO in the re-

cruitment of a CxO varies from company to company. In particular, in more mature 

                                                 
113 The study of Brewster and Larsen (1992) does not explicitly explain which strategic activities are 
included in the early stage of an organization. It emphasizes though that 68% of Swedish organiza-
tions (the highest proportion in Europe) had written HR strategies in 1992 and a broad correlation 
was detected between having the Head of HR on the board and having written HR strategies. How-
ever the data also showed that Sweden was among the most active countries in increasing the author-
ity of line managers on “strategic HR practices” thus devolving those issues from the HR depart-
ment. Ultimately Swedish HR departments ended up having a lower number of personnel “special-
ists” compared to the rest of Europe.  
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start-up companies, a representative of the HR department may indeed be present 

when an ESF is involved in the recruitment of a CxO.114 Moreover, if the functions of 

the HR department are very administrative, then the representative of the department 

tends to provide a contribution to the recruiting process mainly in terms of pointing 

out the legal rules, policies and insurance issues related to the company‟s personnel. In 

any event, Magnus thinks that as far as concerns software start-ups, the recruitment 

and search for executives, being a strategic function, is not part of the routine opera-

tions of HR departments. This idea is confirmed by Wendela, a Swedish-born recruiter 

and founder of a young ESF (a start-up in the executive search business).  

Wendela is in her early thirties and holds a Bachelor in Economics. She says that 

the last thing an ESF recruiter wants is to be in the hands of an HR manager as a con-

tact person or, even less, as responsible for the recruitment of a CxO, for several rea-

sons. First, as Wendela describes them, HR managers are “process-people,” i.e. they 

do not have a strategic function within the start-up. Second, usually it is very difficult 

to get exact information from HR managers about what kind of business and chal-

lenges the candidate should be able to meet and, consequently, what type of personal 

characteristics he should possess. Finally, recruitment in general is about contacts, and 

HR managers usually do not have such broad networks of contacts.  

Wendela clearly explains that the typical way in which HR departments are in-

volved in a recruitment: 

As it typically works for the majority of companies, someone on the front line decides “we 
must get a new CTO or CFO” and the HR department is brought in to establish a con-
tact with an ESF and later on to insure that there is an employment agreement. And if 
you look at us, the ESF, we need to have good contacts with the HR department but it 
is not there that we close the deal. The deal is made on the front line, with the CEO or 
the board.  

In other words, Wendela indicates how the person “on the front line” in a CxO re-

cruitment is always someone who has the authority to represent the hiring firm to-

wards the outside, someone powerful enough to give a certain status to the entire re-

cruitment process. Wendela also says that sometimes there is a sort of competitive re-

lationship between the ESFs and the HR departments. The latter in fact at times try to 

                                                 
114 As to software start-ups at the early stage of their life, that pointed out in Chapter One, Section 
1.3 (Who is in Charge of the Recruitment?) for the Silicon Valley fieldwork, that “young” start-ups usually 
lack the resources or the need to develop a HR function, is also valid for Sweden.  
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discourage ESFs or even try tout court to reject them, in particular in cases where 

someone from the board has already contacted the ESF.  

It is very interesting in this regard to compare that stated by Wendela with that 

found by Finlay and Coverdill (2002: 47) when studying the relationship between 

ESFs and HR managers in the US. These authors show evidence that there is a reci-

procal antipathy between ESFs and HR managers. ESF recruiters use to call HR man-

agers “roadblocks,” “speed bumps,” “obstacles,” “quagmires,” and “nightmares” be-

cause they dislike having someone who gets in between them and the actor in the 

board responsible for the CxO recruitment. ESF recruiters believe that reach and stra-

tegic information about candidate skills and job descriptions are the keys for making 

right placements. ESF recruiters are also persuaded that HR managers cannot possibly 

be informed in detail as to an executive position. On their side, HR managers perceive 

the antipathy of the ESF recruiters and consequently try to make their job even more 

difficult (Finlay and Coverdill 2002). 

The most interesting answer I get on the topic of the possible involvement of the 

HR department in a CxO recruitment comes from Jori, a Finnish-born ESF recruiter 

in his forties, holding a Bachelor in Social Sciences. In order to clarify why an HR rep-

resentative can never get involved in the recruitment of a CxO, he uses a colorful 

movie-based metaphor: 

Well, you are from Italy and then you certainly have seen the Godfather movies, where 
Tom is the consigliere and usually takes part in all business related operations of the 
Corleone family. However, in some special cases he cannot be there and it is when they 
are going to commit a true murder. You can imagine that it is like that for an HR man-
ager. He cannot be there because the board is dealing with a highly confidential and 
somehow risky recruitment.115 

Jori refers to the fact that the hiring of an executive, and especially of a CEO, is 

somehow a classified topic and a risky business for the reputation of the recruiting 

company. It is indeed an operation so confidential as to be comparable to a murder in 

a mafia movie, where only the people strictly belonging to the top layers of the family 

may share the details of the murder. In the same way, only individuals belonging to the 

                                                 
115 The consigliere (counselor) in the Italian-American mafia serves as an advisor of the don (the boss of 
the family) and is a representative of the latter within the family and with other crime families. How-
ever, he is not considered part of the very highest executive ranks, e.g. the boss and underbosses (Cli-
nard and Meier 2008: 156; United States Commission on Law Enforcement and Administration of 
Justice 1967: 193). 
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board may be informed about a CEO recruitment in order to avoid news leaks that 

may jeopardize the reputation of the entire company. HR departments cannot possibly 

be involved in such decisions. 

3.4 Where to Recruit?  

When the board has individuated the professional or personal skills needed in the ex-

ecutive start-up team, the second step usually is to decide where to look for suitable 

candidates. The Silicon Valley interviewees pointed at the difficulty for start-ups to 

foster executives internally, due to the limited history and resources of these compa-

nies. However, some key actors specified that in more mature start-ups, this operation 

is not impossible per se but becomes difficult because of the very characteristics of the 

Silicon Valley technical environment, i.e. the high-mobility characterizing the labor 

market for high-tech executives. This same characteristic is also considered as the ma-

jor factor leading to key actors in software start-ups recruiting candidates locally with-

out the need of looking outside the region or the country.  

Having this information in mind when conducting the interviews in Stockholm, 

one of my major contemplations is whether the internal fostering of high-tech execu-

tives can be a feasible strategy to pursue in mature start-ups when embedded in a less 

dynamic labor market than that of Silicon Valley, the latter being an exception even in 

the US (Angel 2000). Further, understanding how the high international competitive-

ness of the Swedish manufacturing industries in general and the limited (in numerical 

terms) population of Sweden may affect the choices of key recruiting actors is also 

important.116 As a matter of fact, the combination of these last two elements should 

intuitively push recruiters to consider the possibility of searching for executive candi-

dates outside the country.  

                                                 
116 Sweden had 28 companies in the “Top Global 2000 companies” ranking listed by Forbes in 2008. 
This is quite remarkable taking into consideration the fact that the country has a population of 
roughly 9 million inhabitants. In addition to famous larger companies such as Volvo, Scania, Erics-
son, Ikea, H&M, Metro, AstraZeneca, Electrolux, Tetrapak, Saab, and MySQL, some examples of 
famous high-tech start-ups born in Sweden are Skype, MySQL, Stardoll, Spotify, Twingly, and Bam-
buser. 
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The Low Appeal of Start-up Companies to Candidates at Entry and Executive Levels  

I ask my interviewees if they think it is possible to foster executives in a Swedish start-

up or if they feel forced to recruit external candidates. The majority explains that the 

choice between internal fostering and external recruitment in start-ups is certainly 

highly affected by organizational reasons related to the lack of time and financial re-

sources. However, interviewees think that the characteristics of the technical and insti-

tutional environments surrounding start-ups play an important role in influencing such 

a choice. In particular, interviewees emphasize that to foster executives inside a start-

up may be quite difficult in Sweden because of the scanty knowledge and interest 

about entrepreneurial ventures of engineers and MBAs coming out of university. Al-

ready in high school and through the university years, students in Sweden develop an 

idea of large organizations as the best locus for acquiring experience and building up a 

CV. 

A recent survey conducted in Sweden shows that students in engineering and 

business studies consider multinational companies such as Google, ABB, IKEA and 

Ericsson as ideal employers. The motivation provided by these young engineers is that 

these large companies are able to clearly communicate their need for competent engi-

neers. In contrast, students find it difficult to establish contacts with small and me-

dium firms because the latter are not visible and do not communicate their human 

resource needs clearly (Universum 2011).  

These results are somehow confirmed by Mia although she turns the responsibili-

ty for this information gap about small companies back to the university. Mia is fully 

persuaded that young people in Sweden do not have a clear image of how a high-tech 

start-up works because they do not get enough information about it during their study 

years. In this way, Mia underscores the weak university-start-up links present in Swe-

den. She ironically observes that: “We are so unfamiliar with the term start-up in Swe-

den that we identify them with the small pizza restaurants at the corner.”  

Mia finds the fact that so many engineers in Sweden start their careers in large 

companies quite remarkable as she thinks this is a counterproductive choice. Although 

it is true that large companies can offer traineeships and possibilities for professional 

growth within the company, it is in start-ups where a young engineer or MBA can 

more quickly develop skills and acquire experience that can immediately be invoked 

with positions facing great responsibilities and dealing with vital decisions. Mia re-

members, for example, how one of her best start-up hires was a young woman gradu-

ated from a business school: 
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I recruited once a newly graduated student from the business school. She was really good 
and took upon her shoulders lots of responsibility, more than any other financial assistant 
in large organizations would do. She said herself that she had never thought that small 
companies could mean big responsibilities. And when she compared herself with her old 
classmates she realized how much experience she had built on. And I think that many 
others would consider working for a start-up if they only knew how much one can learn. 
This would maybe balance the insecurity of such a job.  

On the very topic brought up by Mia, the high amount of responsibility that every and 

each individual in a start-up has to assume, a 2000 survey conducted in Sweden among 

124 students graduating in engineering reveals how attributes relating to responsibili-

ties and involvement in decision-making were considered the next most important 

ones attached to a job. However, these attributes came after job security and good re-

lationships at the workplace (Bredolt and Lundhal 2000). 

Gustav is a Swedish-born CTO in his forties with a Master of Science in Civil 

Engineering. Gustav thinks, just like Mia, that if students could get more information, 

through joint cooperations between universities and start-ups, about the hidden re-

wards of working in the latter, this would facilitate not only the recruitment process 

for entrepreneurial ventures but also improve the fostering of an entrepreneurial cul-

ture in Sweden. The weak link between university and entrepreneurial ventures is also 

visible, according to Gustav, in the fact that universities have not been able to shape 

engineering programs in response to the demands of the industry, in particular the 

need of engineers with knowledge in the commercialization of high-tech creations.117 

However, just like Mia, Gustav does not contemplate a possibility for actors involved 

in entrepreneurial realities to do a better job in communicating with students, but 

simply points at a system where universities only encourage forms of cooperation with 

large organizations.118 

If creating talent from within a firm is mainly a problem resulting from the fact 

that young engineers are attracted to large companies, looking outside the firm in 

search for executives can imply several additional problems and contradictions. Just as 

with recently graduated engineers, even experienced CxOs are considered difficult to 

                                                 
117 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
118 As example, these interviewees bring up the fact that innovation in Sweden usually takes place in 
large multinationals and that university discoveries are usually commercialized by these companies 
because of the privileged links between academia and large companies. See also Chapter Five, Section 
5.2 (The Institutional Embeddedness of Entrepreneurial Actors).  
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attract given the fact that the latter are unwilling to take risks and prefer the stability 

and rewards offered by larger companies.  

Daniel says that it is always difficult to attract an experienced (and, therefore, 

more likely appealing on the market) CEO by saying “welcome, there are great risks 

here, few resources and in addition, you get to go out on the streets and sell again.” 

However, he continues, even if there was a remote possibility that risky businesses 

would imply high profits in Sweden, as in the US, an executive would always prefer 

the safest choice, that guaranteeing employment benefits, holidays and a balance be-

tween family and work. Daniel thinks that this is the reason why Swedish executives, 

when compared to American ones, are less mobile: 

You know in Sweden CEOs want to have time for their families and take a six week 
vacation or more. And in the US, if you hire some CEO, you know they don‟t care if 
they take one day of vacation as long as they make a lot of money at the end of it. And 
you know they will continue moving from firm to firm as long as they make money. It is 
just a different working mentality and a different way of making a career. 

Just like Daniel, other VCs and CxOs also imply that inter-firm mobility is not only 

low when it comes to migrations of professionals from large companies to start-ups, 

but also from large companies to other large companies.119 The reason for this unwil-

lingness to move as perceived by these interviewees is the argument that in a welfare 

state such as Sweden, benefits and balance between working life and family are very 

important for workers at all levels. 

However, the ESF recruiters also provide another interesting argumentation. 

These interviewees, more aware of the institutional context and of regulative pressures 

in particular, think that it is not really a question of executives being too picky or 

                                                 
119 Swedish studies show that in the beginning of the 90ies, the typical Swedish worker tended to 
spend more than half of his working life with his present employer (LeGrand 1993). These data are 
confirmed by more recent comparative studies drawn by Eurostat statistics and national aggregate 
data from the United States and Japan, showing that on the average, employment tenure at the be-
ginning of 2000 was the longest for Sweden (11.9 years) and Japan (11.6 years) and the shortest for 
the US (6.6 years)(Auer and Cazes 2000). When it comes to jobs at the executive level in particular, 
American studies show that in the years between 1970 and 1990, almost the 90% of the typical firm 
workers in Sweden hired from outside a firm were employed into the first three levels while in the 
two last and highest levels there were many fewer outside entries. Job tenure in other words was 
demonstrated to increase at every level of the career ladder, being longer at the executive level (La-
zear and Oyer 2004). Swedish statistics show that this trend has been consistent during the entire 
90ies as in the private sector the executives who had stayed in their present job for more than 10 
years were around the 40% (SOU 2001). 
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scared of risks but of institutional hinders for employees of a certain age to decide to 

change job because of specific Swedish laws and statutory regulations.120 

Facing a situation of general difficulty in attracting individuals coming from large 

organizations to start-ups, several interviewees advance as a possible solution that of 

directing recruitment efforts towards a specific typology of candidates coming from 

other start-ups. Andreas is a Swedish-born VC in his fifties. He holds a Master of 

Science in Civil Engineering and describes the target group he tries to attract to the 

start-ups he invests in: 

The best people to recruit to a start-up are those individuals who have hit the ceiling, be-
cause the executive team in the start-up they work in has stayed intact for a long time 
and they feel like they are sitting right under it, and they never get the next job because it 
is closed off. These people are very good to recruit because they really feel that now it is 
their turn and they are ready to become part of a start-up executive team. 

The people Andreas refers to are those middle managers in larger and mature start-ups 

who are tired of waiting for their turn to come. Another group of potential candidates, 

Andreas continues, are those executives who have remained unemployed during eco-

nomic downturns or who come from collapsed start-ups. These people have collected 

invaluable experience, since they have learned a lot from their own and the company‟s 

mistakes and, at the same time, they are looking for a chance to show their actual ca-

pacities and value.  

Recruiting Inside or Outside Sweden 

The other issue tackled during the Stockholm fieldwork, as to where to recruit, con-

cerns whether key actors think there are enough talented software professionals in 

Sweden or whether they turn to other countries for recruiting executive candidates. 

For some of the interviewees, the starting point for answering this question is to high-

light once again that the Swedish labor market for start-ups executives is quite tight. 

This characteristic, they stress, is not due to a lack of software professionals in Sweden 

                                                 
120 The interviewees refer specifically to the way in which retirement systems are designed in Sweden 
and to the Act on Employment Protection (in Swedish, Lagen om anställningsskydd, LAS) as discourag-
ing executive mobility in the labor market. For further developments as to these two regulative 
forces, see Chapter Four, Section 4.2 (Whom to Select?) and Chapter Five, Section 5.3 (The Institutional 
Embeddedness of Hiring Actors). 
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in general but to those software professionals who possess skills and interests that may 

fit with the requirements of entrepreneurial ventures.  

Sid is a founder and CTO. He is born in Sweden but has, as he specifies, an In-

dian background. Sid is in his forties and holds a Master of Science in Engineering. He 

strikingly states:  

I would argue that there are a lot of talented software professionals in Sweden but that 
there is also a significant need for security for a lot of them. The group then is small, but 
not from a competence perspective. I see lots of executives sitting in large companies with 
boring jobs just because it is secure. “No, not right now, I don‟t dare, we just bought a 
house.” I find that to be a problem for a start-up, that there are a lot of great people who 
don‟t dare to take risks. Because we [start-ups] have very little to offer them to balance 
the risks, for it is a risk to work here. 

As to the possible problem of a “brain drain” created by Swedish-born executives 

moving abroad, Sid definitely dismisses the presence of this phenomenon. Many ta-

lented Swedish executives stay abroad just a few years but usually come back, or main-

tain very strong working relationships back home. This coming back, says Sid, takes 

place despite concerns as to the better financial options offered by foreign companies 

in general, especially in the US and England.  

Statistics show that at the end of the 90ies, 65% of the Swedish-born engineers 

and 55% of the Swedish-born business and management professionals who had left 

the country in order to work abroad returned to Sweden within eight years (Andersson 

and Theorin 1999). A qualitative investigation conducted by the Swedish Ministry of 

Education (Utbildningsdepartementet) individuates as the main reasons for these Swedish 

high-skilled professionals returning to the country during the 90ies the possibility of 

combining working life with family life, studies and leisure (Utbildningsdepartementet 

2000).121 

When listening to the reasons limiting the pool of executives available in the 

Swedish territory as provided by my interviewees, my expectation is to find these same 

people inclined to recruit candidates from abroad. These interviewees also point to the 

                                                 
121 The reason why these professionals left the country is to be found in the fact that they were sent 
abroad by firms in which they were already employed in Sweden. Reasons for moving abroad were 
said to be: to acquire international experience, to come back more competitive, to earn more money 
and to pursue a cultural interest. The survey also show that these people returned back according to 
their original schedule, resisting the temptation to remain beyond their work contract (Utbild-
ningsdepartementet 2000). 
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fact that the main customers of Swedish start-ups are often located abroad and that 

sooner or later all start-ups are bought by foreign companies. However, the option 

exercised by these individuals often becomes that of introducing a foreign director 

into the board more than hiring a foreign CEO. Mia clearly explains the reasons for 

this introduction: 

If the start-up is going to sell a lot abroad then it can be very good to have a CEO with a 
different national background. For example it can be very good to have an American 
CEO in a Swedish company if it is the US that will be the main market. Almost no 
start-ups survive on the Swedish market and they are usually bought by Americans. So 
in certain situations, it ought to be an advantage to place a person with foreign contacts 
already from the beginning, but I choose to do it within the board then. In my board there 
is an American and a Brit, and they are there so that we will have contacts in the US 
and UK respectively. 

Statistics show that the rate of Swedish firms bought or taken over through mergers 

nearly doubled between the 1988 and 1999, placing Sweden in the third position inter-

nationally among countries whose domestic enterprises have been acquired by foreign 

concerns (NUTEK 2000).122  

When facing such a situation, interviewees say that it would be quite logical and 

strategic to recruit a foreign CEO for leading the start-up and making it more appeal-

ing on the foreign market. However, these same interviewees explain that this option 

is often regarded by recruiting actors with a certain diffidence because of several rea-

sons, the main being the different culture and language of the new executive. In par-

ticular, VCs recognize that a search outside of Sweden could certainly bring a very 

welcomed CEO with a different profile or a different working background. However, 

they also stress the fact that sometimes the risks connected with the introduction of a 

“stranger” in the local organizational culture would be higher than the benefits obtain-

able from this diversity. As Eva puts it: 

It can happen that we look in England for example. There is a rather heavy non-sales 
engineering culture in Sweden, and if you want to have another profile and experience, it 
is a two way game. If you choose to take in a more sales oriented person from abroad you 
have to find a way for not scaring the entire company away. I mean, take the British 
leadership culture… it is not really based on a culture of consensus as here in Sweden.  

                                                 
122 One direct consequence of these mergers has been the relocation of many corporate headquarters. 
When it comes to computer firms in general, 20% of merged firms had their head offices relocated 
abroad, the majority of which were small and medium sized firms (NUTEK 2000).  
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As becomes obvious from Eva‟s statement, one fundamental reason stressed by VCs 

in Stockholm as to their reluctance in searching for foreign executives is one of avoid-

ing cultural clashes and internal conflicts. Further, and as will be shown in Chapter 

Four, although Swedish professionals tend to master the English language, the latter is 

considered a barrier when used, for example, in personnel meetings.123  

Despite the described reluctance of Stockholm key actors in recruiting executives 

from abroad, it is worth noting that the start-ups I came into contact with having at 

least one foreign director in the board were also those having at least one CxO with a 

foreign background. The presence of directors with foreign backgrounds could there-

fore be a factor encouraging the entry of other individuals with different national 

backgrounds in their executive teams.  

3.5 How to Recruit? 

As demonstrated above, the Stockholm interviewees are fully convinced as to the exis-

tence of a pool of talented software professionals within the national borders. Howev-

er, two major impediments for attracting this pool are identified: the lack of familiarity 

by candidates of entrepreneurial realities, and the candidates‟ clear propensity for more 

secure forms of employment. In order to attract candidates to a particular business 

reality such as that of start-ups, boards in Stockholm have two possibilities: going 

through either formal or informal recruitment channels.  

As seen with the Silicon Valley fieldwork, these two typologies of recruitment 

practices may be described as ideal-typical categories encompassing in reality several 

search methods. As a matter of fact, the Stockholm fieldwork shows that there actually 

may be some hybrid situations falling between these two categories, as is the case of 

referral systems used by ESFs. The nature of this system is mixed, since it comes from 

informal methods (as personal and professional networks) but is used by an actor 

(ESF) considered a formal channel. The ESF referral system is presented below, how-

ever, under the subsection “Informal Recruitment Methods” since this practice in 

Stockholm is still in an experimental phase, therefore still mainly in an informal shape.  

                                                 
123 See Chapter Four, Section 4.2 (Whom to Select?). 
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Informal Recruitment Methods –Weak Ties and ESF Referral Systems  

The importance of informal networks when recruiting executives for software start-

ups may be exemplified by the professional history of Hugh, a New Zealander CFO 

working in a Swedish software start-up. Hugh is in his fifties and holds an MBA. He 

has moved a lot from company to company during his career, so that his employment 

patterns are more reminiscent of those of his colleagues in Silicon Valley than of those 

in Stockholm. When asked about the way in which he has been recruited in the past, 

Hugh says that he has obtained most of his jobs through personal contacts and only a 

few times through ESFs.  

Hugh says that when he first came to Sweden in 1985, he applied for about 35 

jobs but the only employer who hired him was a large English company he had already 

worked for during the time he lived in New Zealand. Moreover, the CEO of the Swe-

dish branch of the company was at the time an Englishman. Years later, through con-

tacts made at the same company, Hugh received a job at one of the company‟s new 

clients. Significant to explaining the prevalent importance of the informal networks 

over those of more formal nature, it should be stressed that Hugh at the same time 

had applied for the same job through an ESF: the latter never considered nor pre-

sented him to the company.  

In summarizing his personal experiences working as a CFO in Sweden, Hugh 

stresses that the vast majority of his jobs were brokered by colleagues, regardless of 

whether the jobs were in large or small companies. When I ask for the reason behind 

such importance of informal networks, Hugh visualizes the Swedish labor market for 

CxOs in start-ups as “incestuous” from a foreign perspective:  

I would define this type of labor market as incestuous. No matter whether through ESFs 
or personal networks, Swedes help each other because they come from such a small country 
with such a homogenous culture. I see it because I come from a small country too. Though 
I feel we have strong connections with other English speaking countries as well. Anyway, 
the alternative for foreign job seekers in Sweden is to use their own ethnic or international 
contacts.  

Hugh‟s strong statement about the Swedish labor market obviously contains consider-

ations that may be extended to several local labor markets, the same as with the Silicon 

Valley case testimonies, more than to a specific geographical place (Saxenian 1999). 

Further, Hugh‟s experience seems to support the argument that no matter where, in 

New Zealand as in Sweden, old co-workers can play an important bridging role in 
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matching people to new jobs. As proof, Niklas, another interviewee, clearly points at 

work relationships as the best channels for finding jobs both in Sweden and in the US.  

Niklas is a Swedish-born Head of Sales in his forties, holding a Master in Indus-

trial Engineering and Management. He has brokered jobs for several former colleagues 

in his present company. However, he is fully conscious that this practice is widely used 

even in other countries, as the US. He states that he gained this understanding when 

working in a multinational company and sharing thoughts about recruitments with 

other US-born executives. Although that was the case in large companies, Niklas is 

persuaded that even small employers usually prefer to recruit through personal con-

tacts:  

I believe employers recruit a lot through old contacts because in this way they know who 
the candidates really are and how they work, it is simple. This is a very common practice 
even in the States. Take my former boss in the US, what did he do? He took his friends 
with him, those who had worked with him in other companies. I know for sure that my 
boss did not recruit a single person he did not know personally. 

Mia further confirms, and applies to start-ups in particular, Niklas‟ argument of per-

sonal networks as channels to find work in Sweden. Mia acknowledges without hesita-

tion that she has gotten a greater part of her jobs through people she has worked with. 

In many cases, more than using bridging contacts, Mia has directly contacted, through 

a simple e-mail, those people she had once worked with or “bumped into” during pro-

fessional meetings. As she describes it: 

I wanted a new job and then I sent out an email to people I knew and said, “Hi, do you 
have anything interesting for me?” And then a VC answered. What is most interesting 
with it is that I had previously presented start-ups plans to this person who never invested 
in any of them. Despite that I think we both had the feeling we would work together one 
day.  

When considering the importance of informal networks, Granovetter (1995) calls at-

tention to the institutional variations that may imply divergences in the way the inten-

sity of ties is perceived in national contexts. For example, while informal contacts 

created at the workplace are considered weak ties for Americans, in other cultural set-

tings, such as the Japanese one, they may be considered strong. Stretching this hypo-

thesis a bit further in order to also cover other national realities, one could state that 

the strong character of work contacts as part of the informal networks is probably also 

valid for Sweden as the latter, just like Japan, is a country which for a long time has 
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been perceived as implementing a general model of long employment tenure, as ex-

plained in the previous section. 

The tendency in Sweden to go through networks created in previous jobs when 

searching for a new CEO or CxO is further confirmed by a practice illustrated by As-

trid. She remembers that at the time she was working for a VC firm, the latter had de-

legated to one specific person the task of monitoring the market for candidates by 

keeping in touch with all the former colleagues of the VCs working in the company. 

The VC firm in other words had created a database full of old co-workers to consti-

tute a sort of in-house executive search function. In this way, Astrid concludes, the 

VC firm did not need to use ESFs and, at the same time, it could take advantage of the 

VCs‟ famous broad network of connections. 

Wendela confirms this practice, saying that before opening her own ESF, she 

worked as an agent in a VC firm and that her covered mission was just that of follow-

ing the career patterns of professionals somehow related to people working in the VC 

firm. She explains that, inspired by the way VCs work, she created an ESF which 

works in a fairly different way from the classical ESFs but in a pretty similar way to 

that of VCs. Wendela consequently states that she has developed a system of informal 

networks based on referrals. As she explains it:  

Our business model differs significantly from those used by other ESFs in Stockholm. 
We have enrolled 500 agents who are all persons I know personally and I have contact 
with regularly. They are high executives working in both large and small companies, so-
cially competent, highly networking and interested in contributing to the development of 
other professionals. These people help us to identify candidates. We send out an email 
that describes the position we are looking for, a CFO or a CEO, or what it can be, 
briefly. In twenty four hours we get an answer from them with 30 recommendations of 
persons the agents think would fit for the position.  

In other words, the way through which Wendela recruits new executives is based on a 

paid system of referrals which, in its turn, is built upon the engagement of profession-

als (agents) located in different workplaces spread all over Sweden. These agents pro-

vide recommendations as to suitable candidates to the ESF. Usually the bonus paid to 

the agents for such a service is equal to one-third of the ESF recruitment fee collected 

from the client organization, typically between 50.000 and 80.000 Swedish Crowns. 

The basic goal of having such an employee referral system, Wendela concludes, is that 

it allows the ESF to reach candidates who otherwise would be impossible to approach. 
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It can be a question of a potential candidate who is not actively searching for a job but 

who, in the view of the agent, is actually interested and ready for a career challenge.  

Fernandez et al. (2000) illuminates a similar phenomenon of a system of recruit-

ment through referrals in a US phone center company, providing a plausible sociologi-

cal explanation for it which can also be useful in order to better understand the Swe-

dish case under scrutiny here. The use of a system of informal (although organized) 

networks can be justified, according to the authors, by the fact that employers view 

workers‟ social connections as resources in which they can invest in order to gain eco-

nomic returns in the form of better hiring outcomes. The investment of the employers 

takes in particular the form of a referral bonus paid to employees referring workers 

who are eventually hired (Fernandez et. al. 2000).  

Three hypotheses are advanced by Fernandez et al. as to the better hiring out-

comes of recruitments through referrals: The “better match” argument, the “social 

enrichment” mechanism, and “the richer pool of applicants” interpretation.124 While 

the better match argument traditionally has been supported by economists, the social 

enrichment hypothesis has been mainly and widely stressed by sociologists (Fernandez 

et al. 2000). However, evidence from the study shows that neither of these two hypo-

theses produces significant returns in terms of the firm‟s investment. The richer pool 

of applicants instead, conclude the authors, is the only one to produce results since the 

referral system developed by the US phone center company forms a clear “informa-

tion advantage:” it locates particularly appropriate potential candidates who otherwise 

would never have applied, as in the cases portrayed by Wendela. Further, this discov-

ery reduces in its turn employers‟ screening costs (Fernandez and Weinberg 1997).  

Formal Recruitment Methods –Advertisements and ESFs 

Moving on to formal recruitment methods, Stockholm interviewees think for the 

software industry, advertising job vacancies in newspapers is not such a desirable op-

tion in cases concerning CEO positions. However, it is not that uncommon to use 

advertisements for other CxO positions. As to the latter practice, interviewees with 

                                                 
124 The better match argument emphasizes the fact that referrals provide a more realistic picture and 
reveal undisclosed information concerning a job to a prospective employee compared with non-
referrals. The social enrichment mechanism instead draws attention to the fact that a previous con-
nection between an insider to the organization and the future hired candidate may induce a smoother 
transition and a major attachment between the hired candidate and the firm (Fernandez and Castilla 
2001). 
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foreign experience consider this way of recruiting executives quite strange. Karin 

points out: 

I can say that this type of practice does not appear in the US, not at all. In Sweden, there 
still are quite a lot of advertisements and I am surprised. You open the newspaper and 
there are even a lot of ads for CxO and VPs. 

Further, Karin points out that in Sweden, there is a fundamental difference in adver-

tisement practices between large software companies and start-ups. When larger com-

panies use advertisements for covering executive positions, they usually manage them 

through ESFs. This is the case as if the positions were directly advertised by the soft-

ware company, the selection among applications and CVs would require a great 

amount of time and screening costs. When it comes to software start-ups, Karin 

points out that in the few times in which executive positions are advertised, the 

process is usually directly taken care of by the start-up, as the bridging role played by 

ESFs is considered too expensive in such cases. Moreover, advertising outside the 

company is often considered a last resort, i.e. an option to be activated only after un-

successful attempts through personal networks and by “word of mouth.” 

Interviewees in Stockholm agree that when opting for a formal method, start-ups 

prefer to commission ESFs on behalf of their recruitments of executives.125 In particu-

lar, VCs explain that the most frequent reasons for this choice are the ones of saving 

time, having a process where neutrality is guaranteed, and avoiding awkward situa-

tions. For example, Astrid maintains: 

The basic reason [for hiring an ESF] is that you want to delegate the recruitment to 
someone who can follow the entire process, as it is an extremely time consuming activity. 
But you also want to avoid uncomfortable situations, not only as an employer but also as 
a candidate. It is always better to be called by a neutral third party. That has actually 
happened to me a couple of times when I was CxO at Ericsson. I felt pretty comfortable 
in speaking with someone not directly involved in the situation. It was actually fun and 
interesting. 

                                                 
125 A 2000 study conducted in Sweden based on 2428 public and private working places, active in the 
agriculture, manufacturing and construction industries, employing from 1 to more than 100 em-
ployees, shows that with respect to executive positions, 34.9% of employers used advertisements, 
40.9% used intermediaries and 64.7% used informal channels. It is interesting to note that even when 
it came to smaller employers, these percentages did not vary so dramatically, especially with respect 
to the use of intermediaries. In particular in establishments with 1 to 9 employees, 21.6% of employ-
ers used advertisements, 39.7% used intermediaries and 68.3% used informal channels (Ekström 
2001). 
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Astrid mentions the fact that delegating the recruitment of executives to an ESF can 

be a good way for saving time, and probably money, in an otherwise very demanding 

operation. However, she emphasizes how this is not the main reason for choosing to 

go through an intermediary. It is instead the idea of neutrality in reference to the 

bridging role exercised by ESFs that is very central in Astrid‟s statement. Words like 

neutral or neutrality are actually very frequently used by all the interviewees in Stock-

holm. Both VCs and ESF recruiters choose this argument in order to explain their 

roles. As to what neutrality in recruiting processes means, these actors agree: by using 

ESFs, employers avoid getting involved, as would be the case of a direct face-to-face 

approach with a possible candidate whom they do not personally know and whose 

interest in the job is not at all known at the time of the search.  

This way of looking at the use of ESFs, i.e. as bridging actors between parties 

who do not know each other and are concerned about their reputation more than 

economic calculations, finds support in recent studies on executive labor markets in 

general (Khurana 2002a, Finlay and Coverdill 2002). These studies present explana-

tions alternative to the one put forward by economic theory, and emphasize instead 

how a recruitment process is more than a purely cost-benefit analysis.126 Searching for 

a new executive is an intensely social process where types other than economic con-

siderations need to be highlighted in order to fully understand why formal methods 

can be preferred to informal ones. One of these considerations may be just that of 

protecting the reputation of the actors involved in the transaction and avoiding em-

barrassment for both sides (Khurana 2002a; Finlay and Coverdill 2002). 

Mia, for example, states that if she were to receive a direct call from a prospective 

employer she did not know, her opinion of the employer would significantly be lo-

wered. Further, Mia says she prefers to be approached by an ESF since it is more ex-

citing trying to guess who the client hiding behind them is: 

I perceive that as an enormous sign of weakness. Aha, they are out recruiting? Do they 
really think I want to go to their crappy company? That can be my reaction, or otherwise 
I can think that I am weak if I say: “Oh yes, I really want to talk to you.” So I think 

                                                 
126 Explanations based on transaction-cost theory stress the fact that organizations opt for making or 
buying an organizational function or service, such as the one provided by ESFs, depending on which 
of these two alternatives will reduce the cost of economic transactions. These costs include consider-
ations such as how often the buyer purchases the service from the seller, the availability to the buyer 
of substitute exchange partners, and the risk to the buyer that the seller will behave opportunistically 
(Williamson 1985; Williamson 1994).  
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it is negative when they do that. On the other hand, headhunters are more secretive and 
don‟t disclose who they are working for. And they always say that it is such a great job 
and place. You have to work a bit harder before you get to know which company it is 
and that is part of the fun. 

However, Mia also expresses indifference to any possible legal consequences and reac-

tions of her present employer if it were to find out that she was speaking directly with 

a competitor who was after her. As a matter of fact, and in contrast to their Silicon 

Valley colleagues, interviewees in Stockholm do not seem as worried about possible 

reactions, at least in strictly legal terms, from the company in which an interesting 

candidate is employed. From their point of view, they have no problems with directly 

calling or contacting candidates they personally know. Wendela, for example, strongly 

and suggestively states that “slavery has been abolished a long time ago” and that 

therefore Swedish companies, as opposed to the US ones, do not care at all about the 

legal aspect of “poaching” candidates from competing companies. Therefore, the use 

of ESFs by Stockholm start-up actors does not involve any type of institutional con-

siderations of a legal nature, but only personal concerns. The emphasis on personal, 

more than legal, concerns the relationships among business actors as is also displayed 

by interviewees when speaking about the specific relations between ESFs and their 

clients.  

Birgitta is a Swedish-born ESF recruiter in her sixties. She holds a Bachelor of 

Arts in Economics and has a background as an executive in large high-tech compa-

nies. Birgitta has been onboard since the first days in which ESFs were liberalized in 

Sweden during the early 90ies. At that time, she did not even use contracts to regulate 

the business relationship she had with her clients:  

Previously, for many years, I did not even get a signature when I closed a deal, but rather 
it was a gentlemen‟s agreement. We worked person to person and we had trust in each 
other. For what would you do with a contract and a signature anyway? More than to 
show that they have read the contract... that is really all. 

Birgitta further says that it is pretty rare in Sweden to sue in ESF-client relationships. 

She thinks that one fundamental reason is the high reputational concern of business 
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actors in Sweden and that the business relationships in Sweden tend to be embedded 

in the trust that the two parties have in each other.127  

As to a definition of trust in the sociological and organizational theoretical litera-

ture, one of the most exhaustive is that outlined by Zucker (1986: 54) who defines 

trust as a set of social expectations shared by everyone involved in an economic ex-

change.128 These social expectations involve broad social rules, such as what is a fair 

rate of interest for a given situation, and legitimate social processes, such as who has 

the right to determine that rate of interest for that situation. These social expectations 

are taken for granted understandings among members of a society. Zucker (1986) also 

delineates the sources from which these common understandings stem. The first is 

“process based trust” and is tied to a record of past operations. Here, exchanges are 

usually limited to those whose exchange histories are known and respected. The 

second is “person based-trust” and tied to similarities between people. Here, ex-

changes are limited to those with a common cultural system, with shared background 

expectations. The third is “institution based-trust” and tied to formal mechanisms 

such as professionalism or third-party insurance. Here exchanges are limited to those 

                                                 
127 Many are the statistics showing the high-level of trust characterizing Swedish society. Statistics 
compiled by the World Value Survey (WVS) for 2007 show that in a ranking of 117 countries, Swe-
den scored the highest, after Norway, when it comes to the trust that people have in other people. 
Interestingly for the comparative purpose of my study, the US ranked 19th right after Japan (World 
Value Survey Association 2011). As to trust in institutions, statistics by the Organization for Eco-
nomic Cooperation and Development (OECD) for 2009 show that in Sweden, the percentage of 
people trusting the government and participating in the political process was 82% compared with an 
average of 72% in the rest of the world (OECD 2009). The OECD ranking comprehends all the 
countries in the world. Even here the comparison with the US is interesting. The US being such a 
large country, the variation among states is fairly high (from 77% in Minnesota to 46% in Hawaii). In 
particular, the percentage of people declaring to trust government is lower than 50% in California, 
where Silicon Valley is located (OECD 2009). 
128 There is widespread agreement among scholars coming from different disciplines about the im-
portance of trust in social relationships. In economic sociology in particular, Weber maintained that 
exchanges in markets are “possible only on the basis of far-reaching personal confidence and trust” 
(Eisenstadt 1968: 114). Hirsch (1978: 78) further explained that trust is a “public good, necessary for 
the success of economic transactions.” Zucker (1986: 56) underlined the importance of trust in insti-
tutional contexts because it is “vital for the maintenance of cooperation in society and necessary as 
grounds for even the most routine, everyday interactions.” As against the recognized importance of 
trust in social relationships, however, there is no agreement as to the definition of such an important 
concept. One of the most interesting attempts in this sense is indeed Zucker (1986) whose definition 
of trust is reported in the main text above. 
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with access to these guarantees. It is mostly in the second category that business actors 

in the Stockholm recruiting game for executives seem to find their sources of trust.  

When continuing my interview with Birgitta about the relationships between 

ESFs and clients, she states further that she prefers to establish with her clients few 

and long-term relationships more than many and short-term relationships. She sees 

the former as a form of investment. She explains that every time one receives an as-

signment from the same company, one can take it a step farther the next time. Re-

cruitments often get better and better the more one works with a client. This is be-

cause one builds up a deeper knowledge about what the client really wants and about 

the type of organizational culture characterizing a specific company.  

The sociological scholarship stresses how embedded economic exchanges be-

tween organizations frequently rest on the social or non-business ties between the in-

dividuals in those organizations. Personal connections are supposed to provide the 

basis for shared norms, to increase the trust between two parties and to reduce the 

danger that either party will behave opportunistically toward the other (Uzzi 1996; 

Granovetter 1985). Following this pattern, the success of ESFs rests mainly on their 

ability to network with clients and their rivals (as the latter are often a source of execu-

tives) and establish relationships based on reciprocal trust and confidentiality.  

Nevertheless, previous studies on ESFs stress the fact that ESF-client relation-

ships tend to be rarely embedded (Finlay and Coverdill 2002). The risks connected 

with the embeddedness of ESFs and clients may be several. A closer relationship with 

a client has a corresponding greater risk that one party‟s dependence can provide the 

basis for the power of the other, e.g. in terms of cutting fees (Finlay and Coverdill 

2002). Moreover, the building of a few strong client relationships may lead to what is 

known as the “paradox of embeddedness.” Having a few strong clients can more easi-

ly lead to success but also may cause a risk that is higher than in the case of having 

diversified weak ties (Uzzi 1997). 

However, my ESFs recruiters seem to opt for a quite personal involvement with 

their clients. This is also displayed in the type of contracts they choose with their 

clients, based on “retainer” more than “contingency” searches.129 Magnus, for exam-

ple, says he finds it ethically wrong to be asked to compete with other ESFs on a sin-

                                                 
129 In a retainer search, ESFs are given an exclusive contract with an employer and are paid even if 
their search does not produce a match. In a contingency search, the employer can sign contracts with 
several ESFs and then pays only the one that finds the hired candidate. 
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gle assignment. He further explains that in times of economic turmoil, there might 

also be some attempts by clients to take a different path, but otherwise, this is very 

rare in Stockholm. Magnus recalls an assignment received during the dot-com crash: 

I never go in and say that I can be one of three players, and then there is someone who 
comes first. Some clients tried to exploit the fact that there were so few assignments during 
those years [after the dot.com crash] and I was kind of drawn in such a game, unknow-
ingly, and then I backed out and have had nothing to do with them. I backed out because 
I don‟t think people should act like that. These clients said they had not read my offer 
correctly and such… and then there was not so much I could do. I am not used to suing 
people, it is bad for the reputation. 

Magnus‟ personal experience not only highlights that previously stated by Birgitta, 

pointing at the fact that contracts in the end are nothing but pieces of paper and legal-

ly nothing but a way of destroying the reputation of people involved in a business rela-

tionship. The thoughts of these interviewees may be summarized by a statement of 

Macaulay (1992: 273): “You can settle any dispute if you keep the lawyers and accoun-

tants out of it. They just do not understand the give-and-take needed in business.”  

Magnus also highlights a sort of ethical condemnation for a type of competition 

judged by him as unfair, as that of contingency searches. Actually, this feeling towards 

contingency searches is also displayed by Wendela, belonging to a younger generation 

of executive recruiters. That most interesting in Wendela‟s discussion is her indecision 

in choosing between a practice that would benefit businesswise but probably hurt her 

from a personal point of point. As Wendela phrases it:  

In the best of situations, you can say “let the best man win.” I have respect for the candi-
dates but we [ESFs] are new and can think freely, we don‟t need to sit here and say, this 
is how it has always been and so we can‟t do differently. But I also think that it isn‟t so 
great when there are lot of people running around and perhaps contacting the same candi-
date, that can be confusing and embarrassing. But most of all, I think the problem is 
that you become visible in a way that may create too harsh competition and hard feelings. 
And this is not a proper way to act against each other. 

As seen above, at first Wendela shows a sort of curiosity as to using a different prac-

tice, as that of contingency searches, revealing that she would seriously contemplate 

such a proposal if it were to pay very well and if she was short on missions. She speci-

fies that this opening towards a new routine could work because ESFs are relatively 

young in Sweden and there are not so many institutionalized practices as to how to be 

an ESF recruiter. However at the same time, Wendela admits that some hinders to 
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such a practice would be constituted by cognitive obstacles in the Swedish society as 

to that considered to be a proper and discrete way of competing. In other words, al-

though Wendela thinks that relatively new organizational actors in a field can create 

new routines however by doing so, they have to take into consideration social rules of 

proper behavior. In this sense, once again, Stockholm interviewees demonstrate privi-

leged approaches based on personal considerations more than exclusively business 

related ones.  

3.6 Chapter Summary 

This Chapter charts the recruitment practices targeting executives in Stockholm soft-

ware start-ups as depicted by the interviewees when answering five main questions: 

why begin a recruitment, which positions are to be filled, who is the actor guiding the 

recruitment, where and finally how are candidates recruited. Further, this Chapter aims at 

detecting the main type of argumentations (economic, organizational and institutional) 

provided by the interviewees when accounting for the chosen practices. 

 As related to why a new CEO is to be recruited in a start-up, interviewees in 

Stockholm, just like those in Silicon Valley, point at the substitution of the founder-

CEO and the search for a new professional-CEO as the first and most important re-

cruitment moment in a start-up. The reasons given for this substitution are depicted as 

being of an economic character deriving from a principal-agent relationship between 

the VC and founder. However, the types of interests pursued by these two start-up 

figures are shaped by a dominant institutional logic different from that used in Silicon 

Valley. In Stockholm, software is treated more as a science than as a business, and 

software entrepreneurship as a single act more than a serial phenomenon. Influenced 

by this logic, founders and VCs pursue different interests. While founders aim at rea-

lizing a long-term personal scientific vision (not necessarily quantifiable in economic 

terms), VCs pursue a profit-maximizing goal. These separate self-interested aims often 

produce conflicts and give rise to accommodating turnovers, where the founder re-

mains on the board of the start-up although occupying a position other than that of 

CEO. This solution is described by interviewees as often having disruptive effects on 

future recruitments due to the incapacity of founders to let another CEO lead their 

creation. 

Organizational argumentations based on the idea that start-up stages require spe-

cific CEO and CxO skills are also invoked by VCs in Stockholm. Even here, this way 
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of reasoning seems to be generated more by standardized beliefs than by attentive ra-

tional considerations. It is indeed the result of a professional logic that unifies all VCs 

no matter in which country they operate. The VC profession appears to be one of the 

most networking and globalized ones, resulting in the subsequent following of taken-

for-granted worldwide valid standards by its members. In the Stockholm fieldwork, 

for example, VCs are said not only to be the only group of actors taking active part in 

professional associations, but also as the group having the most connections outside 

the country. 

When it comes to the moment of which positions to fill, the type of approach 

used in Stockholm is quite different from that used in Silicon Valley. Instead of using a 

problemistic way of proceeding, Stockholm interviewees say they use an opportunistic 

approach based on the individuation first of a candidate, provided with professional 

and personal characteristics considered to fit with the general culture and aims of a 

certain start-up. An executive position then is tailored around this very person. This 

type of approach seems to be influenced by a very characteristic of the technical envi-

ronment surrounding Stockholm start-ups, i.e. a scarcity of available software execu-

tives willing to work in small and newly born ventures. This particular characteristic in 

its turn is influenced by what interviewees describe as a labor culture of non-mobility 

and an admiration for large corporations. Specifically, in reference to the relevance of 

certain positions (requesting the hiring of a full-time executive) compared to the more 

peripheral importance of others (open to part-timers) actors points once again to cha-

racteristics of the technical environment (type of human resources).  

However, the latter is described as influenced by institutional pressures in the 

form of the way in which certain knowledge domains such as software or engineering 

are shaped by the Swedish educational system. In particular, interviewees point at an 

exclusively science-oriented engineering education and a weak entrepreneurial culture 

as forming software professionals with inadequate skills for the commercialization and 

sale of software products. Boards thus feel the need to introduce a full-time position, 

for example, of a Head of Sales, in order to introduce an individual with certain busi-

ness skills into an overly technical team. 

When answering the question of who is usually responsible for the recruitment of 

both CEOs and CxOs, Stockholm interviewees use both arguments of ownership and 

control as well as transaction-cost motives to explain how they choose the person 

leading a recruitment. Usually this individual is someone who has a high interest in the 

recruitment or who may reach the best candidates at the lowest cost. However, like in 
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Silicon Valley, some interviewees simply point at the VCs as the most obvious and 

natural choice of actors leading a recruitment. A proof of this way of thinking, for ex-

ample, is provided by the fact that many Stockholm VCs are said to guide CxO 

searches even if on paper this role is assigned to the CEO, i.e. the leader of the execu-

tive team. 

When it comes to the issue of from where candidates are usually recruited, Stock-

holm interviewees say that both the alternatives of recruiting internally and externally 

to the start-up are problematic. This problem arises from both internal economic con-

siderations (scarce resources to attract talents) and external technical considerations 

(dearth of candidates willing to work in start-ups). In this latter case, the interviewees 

specify that it is not a brain-drain of software talents that Sweden is affected by but 

only a drain in software start-uppers. As a matter of fact, both newly graduated engi-

neers and experienced executives prefer to work for stable and large organizations of-

fering more benefits and fewer risks. However, some interviewees point at specific 

regulative pressures, represented by the way in which retirement systems are designed 

in Sweden, and the way in which employees with longer tenures are more protected in 

cases of employment termination (as in Employment Security Law) as discouraging 

executives‟ mobility in the Swedish labor market. 

Finally, as to issue of how to recruit, i.e. through which methods, personal con-

tacts are usually privileged in Stockholm. This is because this method fits better with 

an opportunistic recruitment approach. As a matter of fact, with the latter, the person-

al qualities and cultural fit of the candidate are more important than the individual‟s 

functional skills. However, in some cases interviewees point at the use of intermedia-

ries, such as ESFs, as the preferred method. Stockholm ESFs play the role of true me-

diators between actors not knowing each other. Further, ESFs guarantee that neutral 

transactions take place, where the personal identity, and therefore reputation, of both 

future employers and prospective employees are protected. In contrast with Silicon 

Valley, no fear of legal sanctions are displayed by Stockholm actors, not even in the 

case of candidate poaching (i.e. the stealing of candidates employed in a competitor‟s 

firm). Instead, the answers hint at relationships among clients, candidates and inter-

mediaries embedded in reciprocal trust, and regulated by systems of reputational pu-

nishment in cases in which this trust is violated. 

This system of relationships among actors involved in the Stockholm labor mar-

ket for software professionals and based more on the personal than the business iden-
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tity of the actors is further analyzed in the next chapter when examining the selection 

phase.  
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CHAPTER FOUR 

 

SELECTING CANDIDATES IN STOCKHOLM 

This chapter analyzes the second moment in the matching process, i.e. the selection 

phase (or intensive search) as described by the Stockholm interviewees. As already 

seen in the Silicon Valley fieldwork, selecting actors usually meet a restricted pool of 

candidates during the selection phase with the intent of gaining better knowledge as to 

their professional skills and personality characteristics. This is done in order to evalu-

ate whether a prospective employee possesses the right qualities for the position and 

fits in the start-up generally. Mirroring the Silicon Valley fieldwork, this chapter focus-

es on the accounts provided by the interviewees participating in the selection of can-

didates for executive positions in Stockholm software start-ups. In particular, the an-

swers given by the interviewees are considered in light of four main questions: Which 

selection methods are used? Whom to select? Why select that candidate? How is a final 

decision reached?  

Previous literature focusing on organizational selection methods typically empha-

sizes the underlying economic and organizational aspects motivating specific aspects 

of the selection process. Emphasis is placed on the choices of certain selection tech-

niques over others, the way in which candidates‟ ascriptive and achieved characteristics 

are evaluated, the main motives related to the selection of one candidate over another, 

and finally, the way by which selecting actors come together to reach a final decision 

about which candidate to hire. Based on these focal points as embraced by the pre-

vious studies, this chapter highlights the economic and organizational arguments 

brought up by the interviewed key actors in Stockholm. Following the main pattern of 

this work, particular emphasis is moreover given to the role played by institutional 

pressures and, in particular, their functioning as triggering factors influencing the be-

havior of key selecting and selected actors in the construction of specific selection 

practices in Stockholm. 
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4.1 Which Selection Methods are Used?  

As seen from the Silicon Valley fieldwork, the spectrum of possible selection methods 

used by ESFs and start-ups may be quite broad. However, the choice of one method 

over another can be significantly influenced by the different dimensions composing 

the institutional environment that surrounds these organizations. The regulative di-

mension of a national institutional environment, for example, usually shifts signifi-

cantly from country to country, and can indeed exert both constraints and enhance-

ments to the autonomy of action of employers and/or the protections offered to pro-

spective employees (Marsden 1994). Besides the role played by regulative pressures, of 

which the legal regime is a fundamental component, there may also be other types of 

institutional forces affecting the behaviour of employers and recruiters. Normative and 

cognitive pressures, such as professional standards or social and cultural norms, may 

also play an important role in how selection routines can evolve and become standard-

ized practices.  

Screening Candidates through CVs –Anti-discrimination Practices and Trust 

Interviewees in Silicon Valley explained how the first step in a selection process is 

usually taken by selecting actors by means of screening candidate résumés and cover 

letters.130 This method was considered as the most efficient for a mixture of institu-

tional and economic reasons. First, résumés focus only on achieved characteristics and 

not on ascriptive ones. Consequently, a screening practice based on such is not only 

legitimate, but more importantly, safe from potential discriminatory behavior. Second, 

achieved characteristics as portrayed in résumés hold important signaling qualities, 

both from an institutional and a resource-seeking point of view. Finally, cover letters 

can save time for selecting actors as they immediately provide information about the 

candidates‟ motivations and drive for a specific position in a specific organization.  

On the same path, Stockholm interviewees say that the first step they undertake 

in a selection process is that of screening candidates by looking at their CVs. However, 

the opinions of the interviewees as to this methodology of selection are somewhat 

negative. As the interviewees explain, a CV is the most commonly used form for pro-

viding information about candidates‟ ascriptive and achieved characteristics in Sweden 

and in Europe in general. However, information about candidates‟ ascriptive characte-

                                                 
130 See Chapter Two, Section 2.1 (Which Selection Methods are Used?). 
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ristics may be used by certain employers in order to filter out candidates possessing 

undesired demographic characteristics (e.g. as to country of origin or age).  

In particular, ESF recruiters stress the fact that starting a selection process by 

looking at candidate CVs often renders employers guilty of discriminatory behavior. 

Unfortunately in Sweden, ESF recruiters continue, there is no open debate about this 

topic. Therefore the risk of discriminatory behavior in employment practices, while 

giving rise to formal legal regulations, has not given rise to parallel anti-discrimination 

organizational practices, such as those, for example, used in the US where ascriptive 

characteristics or pictures of candidates have disappeared from résumés.131 ESF recrui-

ters stress however the fact that the Swedish population, in addition to being fairly 

small, has been characterized for a long time by a high degree of homogeneity when it 

comes to both ethnicity and religion. Thus only in recent decades, with the arrival of 

new waves of immigrants, has there been a real need of using practices that could, for 

instance, protect candidates with names clearly revealing a different national and intui-

tively a different religious background. 

On the very topic of possible discriminations against candidates with foreign 

names, Jori expresses a certain sadness when thinking about CV based selections, re-

counting that an ESF he has worked for has started to develop some anti-

discrimination practices:  

I am myself an immigrant from Finland. I have lived in Sweden since 1970 but I know 
that I have been culled from applications because I have a Finnish name. There are cli-
ents today that clearly sort immigrant candidates out from executive positions in the same 
way. So we have begun using coded profiles as far as possible to show more competence 

                                                 
131 The Swedish law prohibits unlawful discriminatory practices on the grounds of sex, transgender 
identity or expression, ethnic origin, religion or other belief, disability, sexual orientation or age, 
through the 2008 Anti-discrimination Act (Diskrimineringslag 2008:567). This act replaced the Equal 
Opportunities Act (Jämställdhetslagen 1991:433), and six other anti-discrimination laws: the 1999 
Measures to Counteract Ethnic Discrimination in Working Life Act (Lagen 1999:130 om åtgärder mot 
diskriminering i arbetslivet på grund av etnisk tillhörighet, religion eller annan trosuppfattning); the 1999 Prohibi-
tion of Discrimination in Working Life of People with Disability Act (Lagen 1999:132 om förbud mot 
diskriminering i arbetslivet på grund av funktionshinder); the 1999 Act Prohibiting Discrimination in Work-
ing Life based on Sexual Orientation (Lagen 1999:133 om förbud mot diskriminering i arbetslivet på grund av 
sexuell läggning); the 2001 Act on Equal Treatment of Students at Universities (Lagen 2001:1286 om 
likabehandling av studenter i högskolan); the 2006 Act Prohibiting Discrimination with respect to primary 
school children (Lagen 2006:67 om förbud mot diskriminering och annan kränkande behandling av barn och 
elever). By comparing the 2008 Act with the previous ones, it is worth noting how the new regime has 
introduced two new grounds for discrimination, namely based on transgender identity or expression 
and based on age.  
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than origin. It is up to us to deliver quality candidates. And then, if the person in ques-
tion speaks perfect Swedish but with an accent, that is not the most important thing.  

As can be seen from this part of the interview, Jori sheds light on an antidiscrimina-

tion practice used by at least one ESF in Stockholm: the use of “coded CVs.” By this 

term, he is referring to an encryption of some parts of a normal CV so that the latter 

ends up not showing name, age, and other possible ascriptive characteristics of candi-

dates. In this way, at least according to the ESF‟s intention, the coded CV will put 

more emphasize on the competence of the candidate than on his demographics.  

As to the attempt to avoid discriminatory practices, Wendela proudly points at 

another practice that she has personally conceived and implemented in her ESF.132 

This practice, she says, relies mostly on referrals and does not pay as much attention 

to candidate CVs. In this way, ascriptive characteristics not only such as country of 

origin but also age, sex, marital status and children do not become so influential during 

a selection process. Candidates instead are selected on the bases of their professional 

skills and personality qualities:  

If you base the selection on recommendations, the name, the age and the sex makes no 
difference. There you have a good person and a good executive. I often meet people without 
even seeing their CVs. The CV is used only during the interview, as underlying material. 
I can give an example. I just selected a Corporate Communications Officer (CCO) for a 
client company. He is 58 and I am proud of that. The client is in shock that they hired a 
58 year old. So I think that we can, with our model, affect this type of age discrimina-
tion, ethnic discrimination and sex discrimination. 

In order to emphasize the importance of screening candidates without using a CV, 

Wendela further reveals her later practice, namely the use of what she calls “wild-

cards.” Wildcards are those people whose profiles do not match those properly 

sketched out by the client firm but, nevertheless, can unexpectedly result as good 

matches to positions in companies like start-ups, where much is about people‟s atti-

tude and inclination to try something new, to make changes, and to take risks. As 

Wendela explains, a candidate‟s personal characteristics can be discovered only by 

speaking with people who personally know the candidate. In other words, a referral 

system can say much more about a person than a system based on CVs or résumés 

(Fernandez and Weinberg 1997). However, Wendela does not take into consideration 

                                                 
132 See Chapter Three, Section 3.5 (How to Recruit?). 
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that referral systems can be biased by homophily i.e. a certain degree of similarity be-

tween the referred person and the referrer, thus leading to selection biases at the pre-

screening level (Fernandez et al. 2000).133  

When speaking with start-up selecting actors in Stockholm, I realize that the lat-

ter calculate the risk of discriminatory behavior during selection practices as fairly low. 

In particular, the CEOs stress the fact that high-tech start-ups in Stockholm happen to 

be a very special group of organizations where entrepreneurial skills and personal cha-

racteristics, in the sense of drive and motivation, are under the spotlight and not as-

criptive characteristics. Further, as also emphasized in the next section, since the 

search for executive members in Stockholm is based on a type of opportunistic logic, 

it often happens that only people already known by the recruiting actors make the final 

cut of candidates, in such cases rendering CVs totally irrelevant during the selection 

process.134 

As for VCs and directors, they emphasize that the only information in a CV that 

may have a signaling function is the experience of the candidate, in particular where 

and with whom this experience has been garnered. Experience, besides signaling the 

productivity of the candidate and his acquaintance with entrepreneurial assets, indi-

cates that the person in question is “one of us” and can be trusted because he has 

been working with companies or people known by the selecting actors, despite any 

ascriptive characteristics. In contrast with that emphasized by the Silicon Valley inter-

viewees, education does not seem to hold an important signaling quality for Stock-

holm interviewees. According to the latter, Sweden is run by engineers, i.e. a country 

where the highest positions in corporations, regardless of in which industry segment 

they belong, are usually occupied by people with an education in engineering. Conse-

quently, and almost paradoxically, selecting actors do not consider education so rele-

vant when screening candidates to executive positions because all candidates regularly 

share the same educational background.  

I ask Astrid how heavily education weighs in a candidate‟s CV. She says that in 

her opinion, education is simply a proof that a candidate has gone through some train-

ing but that “too much education” in a CV may be considered by the selecting actors 

as a negative signal in Sweden, even when it comes to executive positions in cutting 

                                                 
133 For a more detailed definition of the term “homophily” and a deeper analysis of homophilous 
behavior, see Section 4.3 (Why Select that Candidate?). 
134 See Section 4.3 (Why Select that Candidate?). 
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edge industries.135 Such indifference, if not negativity, by Stockholm start-up employ-

ers towards education in a CV is mainly traced back by the interviewees to two (par-

tially different) possible explanations. As to the first reason usually shared by VCs and 

directors, this is connected with the scarce links of collaboration between university 

and industry in Sweden. These interviewees see universities as providing only technical 

knowledge and being incapable of forming engineers with entrepreneurial and busi-

ness knowledge. Eva points out:  

If you go to Stanford, for example, you are educated in an entrepreneurial culture where 
you are praised for commercializing your high-tech discoveries. I would willingly see Swed-
ish colleges and universities act in this direction. There is a lot of potential that could be 
developed. But for some reason with respect to education, there is not much to say about 
Sweden. There are no fancy universities here as too little is done to attract and employ 
good teachers and business persons who have succeeded in the commercialization of scien-
tific discoveries. 

Eva draws attention to that happening in the US by suggesting that if prestigious key 

figures in Swedish industry were more involved in academic activities so as to share 

their expertise with students and help shape engineering programs, these universities 

would achieve a different status among employers. She argues that their degrees would 

probably be evaluated differently once inserted in the CVs of candidates with degrees 

in engineering.  

The second possible explanation, provided mostly by the CxOs as to why educa-

tion in a CV is treated by selecting actors with a certain indifference, is a sort of cogni-

tive gap in Swedish society. Although selecting actors are well aware that certain Swe-

dish universities or programs are, or at least are considered, better than others, such a 

ranking remains a sort of taboo area: to state this openly or use this argument when 

evaluating CVs would go against the Swedish egalitarian culture where no one is to be 

considered better than anyone else. This egalitarian thinking, and the consequent cog-

nitive gap it produces as to the education of candidates, is most inappropriate in par-

ticular when it comes to the high tech industry, the latter being by its nature a type of 

                                                 
135 A recent study based on data produced by Statistics Sweden comes to the same conclusions of my 
interviewees when answering to the question of whether it is worth it in Sweden to hold more than 
one academic degree. Specifically, the study compares the incomes of 54,246 individuals with aca-
demic degrees, in the period between 2005 and 2008. The results show that the 7,148 individuals 
(13% of the selected population) who possess two academic degrees generally earn 8,000 SEK (2% 
in a year) less than individuals holding only one academic degree (Regnér 2011).  
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knowledge-based industry, i.e. a sector where the knowledge carried by the future or 

actual employees is the most valuable asset to the industry itself. As a matter of fact, 

this group of interviewees is not afraid to admit that they tend to privilege those can-

didates who come from the same university which they attended themselves, thinking 

that the latter are the best in the country.136  

In other words, interviewees occupying different positions in a start-up display 

different overlapping logics when it comes to the evaluation of education in candidate 

CVs. On one side, there are those who totally neglect to attribute signaling qualities to 

education in CVs, and on the other side, there are those who instead give to education 

achieved in certain Swedish Universities a higher status while selecting candidates. Re-

gardless of these different opinions, educational background in Stockholm seems to 

play a role of marginal importance.  

Consequently, checking educational credentials, if done, is almost naturally not 

undertaken in a strictly formal way. What I find most interesting in this regard is the 

fact that Stockholm ESF recruiters display a general feeling of trust in both the candi-

dates, presuming the latter are telling the truth as to the information contained in their 

CVs, and the clients, presuming they will not sue them in case the candidates have 

lied. 

The only ESF recruiter in Stockholm who declares she carefully checks each and 

every credential contained in a CV is Ingrid, a Sweden born ESF recruiter in her fif-

ties. Perhaps not surprisingly, Ingrid holds a Bachelor in Law and for a long time has 

performed executive searches on behalf of large multinational companies. Ingrid 

points out how she usually checks the certificate of a completed degree for its validity. 

At times, she continues, a candidate can present a CV attesting an MBA degree 

achieved in 1999, for instance. Later on when speaking with the candidate, he can ad-

mit to have started an MBA program without however actually graduating.  

As to other ESF recruiters, they state that they usually ask the candidate to 

present a “certified copy” of a degree that may be relevant for the job but that they 

never check its authenticity.137 The reason behind this practice is traced back to the 

basic idea that in the case of high organizational positions, it is mostly the references 

and reputation of a candidate that speak for the veracity of the information provided 

                                                 
136 See also Section 4.3 (Why Select that Candidate?). 
137 According to Swedish law, a certified copy (or, in Swedish, vidimerad kopia) is a photocopy of an 
original document, signed by two witnesses who have seen the original transcript and testify that the 
copy corresponds to the original.  
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by the latter. In other words, if the candidate is supported by a well-known reference, 

this fact on its own is sufficient for ensuring the qualities of the candidate and, hope-

fully, the truthfulness of his documentation.  

When speaking with the ESF recruiters, I detect two underlying implicit assump-

tions. The first is that if a candidate has been able to climb up to a previous executive 

position or, at least, to gain sufficient enough merits and experience to apply for the 

executive position under consideration, he must already have passed through several 

check-points as to educational background, making further controls redundant. The 

second is that in a small world such as the one of Stockholm software start-ups, it is 

reasonable to believe that the candidate is well aware of the risks at stake. The chance 

of being caught lying as to educational merits, though low, is sanctioned with the 

complete destruction of the candidate‟s reputation and consequently, the impossibility 

of finding another job in the same circles.  

Intrigued by a system of punishment based on reputation more than laws, I fur-

ther question ESF recruiters how they feel about the risk of being sued by a company 

(or a third party) for negligent hiring. ESF recruiters answer that they have rarely heard 

of colleagues being sued for negligence in the failure to check false or manipulated 

educational credentials in a candidate CV. However, they say that they are well aware 

of the fact that though they usually do not face legal sanctions, they may face an even 

harsher retribution: to see their reputation ruined by unsatisfied clients and their busi-

ness relationships terminated or in the least, jeopardized. A ruined reputation always 

brings, as a consequence, even economic damages, ESF recruiters imply.  

Even board directors confirm that expressed by ESFs on the matter of checking 

educational credentials and the system of punishment towards negligent ESFs and de-

ceitful candidates based on reputation. Astrid exemplifies this: 

Perhaps we have been a little sloppy with the checking of CVs in Sweden. I remember 
when I was a CEO candidate and met headhunters. Only on one occasion someone 
asked me “Can you show me that you are an engineer?”; otherwise never. And I believe 
it is the task of the headhunter to check that the information is correct, but on the other 
side, if you are defrauded by a candidate, what can you do? Here it is not like in the US, 
we do not sue each other so easily in Sweden. The only think one can do it is to not hire 
that headhunter again. 

That stated by Astrid may find an explanation in Greif‟s (1994) famous article about 

different cultural beliefs in different societies. In particular, Greif suggests that in a 

collectivist society, individuals can be encouraged to not behave improperly through 
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informal threats of collective economic punishment rather than the usual legal sanc-

tions. In contrast, Greif continues, in more individualistic societies, it is necessary to 

turn to more formal enforcement systems, for example legal threats, to persuade 

people to behave properly. Though further elaborated in Part III of this work, it suf-

fices now to underscore that by looking at the Stockholm fieldwork and using as pa-

rameters the results reached by Greif (1994), the Swedish institutional environment 

must be inserted among those societies with a predominantly collectivistic mentality, 

while the US presents clearer patterns of being more an individualistic society.  

Interviewing the Candidate – Multiple Interviews and Proper Questions 

The interview moment in a selection process is generally described by my interviewees 

as a fairly expensive technique: it costs time when done in-house, i.e. by the start-up 

itself, and it costs money when done by an external agency, i.e. an ESF. At the same 

time, interviewees agree in considering this method a good investment, since making a 

bad selection would cost them even more time and money as it would lead to the dis-

missal of a hired executive after a short period (Barron and Bishop 1985). This quite 

simple economic consideration can be seen as the fundamental reason why, although 

high costs may be involved, the interview moment is treated as crucial in the selection 

process targeting executives to start-up openings. 

ESFs in particular specify that when involved in a selection process, and before 

letting the candidate meet the representatives of the start-up, they perform several in-

terviews in their offices. Jori explains that there may be three or four candidates for a 

CxO position, and each of them may go through three or four interviews conducted 

by the ESF. The number of interviews run by the ESF actually usually depends on the 

familiarity of the ESF with the candidate, i.e. whether the candidate has already been 

in contact with the ESF or not.  

Gustav is a VP of Marketing in his thirties holding a Master degree in Civil Engi-

neering. When speaking about his personal experience with ESF recruiters, he explains 

how on some occasions, he has felt as if the ESF was more interested in getting as 

much information as possible about him for their own records, in order to use it for 

possible searches in the future, rather than asking specific questions related to the spe-

cific opening under consideration. In this respect, Jori offers a good explanation for 

Gustav‟s observation about ESF behavior: 

Our role as intermediaries is to insure that the candidate meeting our client is 100% cer-
tain that it is time to move on and leave his present occupation. It takes time to under-
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stand whether it is an ambivalent candidate. Already there it can be a long process need-
ing several interviews and despite that it can lead to nothing. Because the type of job the 
candidates are interviewed for is quite risk-taking and it may be difficult to decide: 
“Okay, I am leaving my job, this start-up looks so interesting that I am prepared to 
leave my company.”  

As can be seen from his answer, the main concern for Jori is that of being extra cer-

tain that the candidate is really interested in a risky job and that he will meet the poten-

tial employer without having second thoughts or doubts. The reason for this inquiry 

into the real intentions of the candidate is pretty simple, as Jori explains: nobody wants 

to waste time and reputation in selecting a candidate unless the candidate is really 

aware and committed to accept a specific job position. In this respect, it is not surpris-

ing to learn that the policy of many ESFs in Stockholm is to not charge (or to reim-

burse) their clients for the costs of a search in cases where the candidate selected quits 

after a few months. It is, however, important to stress that, according to Jori, the basic 

reason behind such a “guarantee” policy as adopted by Stockholm ESFs is not so 

much of an economic nature, but rather a question of reputation, i.e. a further assur-

ance by the ESF as to being able to deliver a reliable candidate in a smooth and rapid 

way.  

Another ESF recruiter, Birgitta, takes the same line of thought when it comes to 

the selection process, stating that her rule of thumb is that “it takes two to tango.” 

Therefore, her concern is directed not only to the interests and expectations of the 

employer, but also, at least to some extent, to those of the candidate. Her concern lies 

particularly in the fact that start-ups are not an easy challenge, and the lack of familiari-

ty of certain candidates with this type of organization may therefore imply, later on, a 

motive for quitting.138 This is actually one of the reasons why ESFs plan several meet-

ings and interviews before presenting the most suitable candidates to the prospective 

employer.  

ESF recruiters are normally present during the first meeting between the candi-

date and potential employer, and this participation is explained by the interviewed re-

cruiters with two main lines of argument. First, the ESF recruiter wants to be sure that 

the behavior and answers offered by the candidate during the first initial interview in 

the ESFs offices are the same as those given later when meeting the employer. At 

times, as Birgitta explains, a candidate may behave very differently when meeting a 

                                                 
138 See also Chapter Three, Section 3.1 (Why Begin a Recruitment?). 
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prospective employer than as during the previous interview with the ESF. By being 

present at both interviews, the ESF aims therefore to acquire enough knowledge to be 

able to offer a 360-degree picture of the candidate to potential employers.  

Secondly, as Magnus emphasizes, drawing from his own experience as an ESF 

recruiter, the request of arranging a first meeting in the presence of the ESF may come 

from the very employer. Magnus explains that he is usually present with the first meet-

ing and perhaps also with the second. It is usually after the first meeting that the client 

says whether it worked with the candidate or not. Sometimes the employer cannot re-

ally make up his mind during the first meeting and asks the ESF to be present to give 

a second opinion. 

Shifting attention now to cases where an ESF is not involved in the selection 

process, it is possible here to observe how the interview moment may follow less for-

mal patterns, though the number of interviews that a candidate has to pass remains 

fairly high. Often the interview procedure tends to persist in being pretty long and 

demanding because all the board members want to have the time to build up a per-

sonal opinion about the candidates. In particular, one interesting argument presented 

by all the interviewees in Stockholm is that even in cases where the chair of the board 

has a delegated mission, the VCs always want to personally interview a candidate for a 

CEO (and sometimes, CxO) position, normally trying to meet the candidate on their 

own.  

Despite this high number of face-to-face meetings, Astrid explains that when 

ESFs are not involved, the way in which such interviews are performed in Stockholm 

software start-ups is often quite informal, the modalities depending usually on both 

the practicality of the operation and the availability of board members for meeting a 

candidate. In a different vein, according to Eva, the need to perform several one-on-

one interviews between the candidate and different board members is not only based 

on the practical difficulty of gathering the entire board at the same time. Instead, as 

she continues, the necessity of the candidates passing through several interviews with 

different people as sitting in the board of the software start-up may be due to mutual 

suspicions between VCs and founders. As clearly pointed out by Eva: 

It is very different practices depending upon the constellation in the ownership structure. 
Venture capitalists always want to be involved and sometimes even the founder wants to 
be there and interview. Founders and venture capitalists often find it difficult to trust each 
other so the poor candidate has to go through lots of separate interviews. Sometimes some-
one tries to arrange it so that the candidate can meet several members at the same time, 
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which can be even harder in its way considering the very different questions that different 
members may ask.  

Founders such as Johan and Sid reinforce that described by Eva, explaining that en-

trepreneurs often want to meet a candidate on their own because the type of questions 

they ask tend to totally differ from those posed by a VC during an interview. Once 

again, interviewees point at the diverse interests held by these two different start-up 

figures: while founders want to be able to speak with candidates about long-term vi-

sions as to the future of the start-up, VCs aim at reaching an agreement with candi-

dates as to short-term and very concrete economic plans.139  

Despite these discrepancies among different members of the board, one can 

however observe how certain similar patterns about interview practices surface among 

both the interviewees in Stockholm and those in Silicon Valley. In both fieldworks, 

board members try to meet candidates both in personal and collective situations; this 

variation as to the circumstances in which interviews take place, is pursued not only in 

order to get a fuller picture of the candidate, but also because different members have 

different interests at stake.  

Moreover, in both Silicon Valley and Stockholm, board members tend to have 

interviews shaped both in formal and informal ways. However, a major difference 

emerges in the two fieldworks with respect to the reason given behind such choices of 

having both formal and informal interviews. In Silicon Valley, the formality of an in-

terview is mainly determined by regulative pressures and the fear of getting in trouble 

with the law. On the other end, in Stockholm the formal character of the interviews, 

when present, is mainly due to other considerations (e.g. the presence of a professional 

ESF recruiter at the meeting candidate-board) since the majority of Swedish start-up 

actors do not seem as afraid of asking candidates personal questions, i.e. questions that 

in a US context could easily give rise to legal claims by the candidate. For example, 

despite his American background, Daniel is not afraid to admit the following:  

Typically if you hire someone like a new CEO in Sweden, the entire board tries to be 
there. Sometimes the candidate comes and meets the whole board at once and can have 
questions and answers. But typically we [the board] also like to interview this person one 
on one so we can ask our own questions and we can try to get our own feelings. It‟s a 
process. And then I personally like to, I guess other people don‟t, but I like to take this 
person outside the interview area and have some drinks or some beers and talk about 

                                                 
139 See also Chapter Three, Section 3.1 (Why Begin a Recruitment?). 
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their families or their hobbies or whatever and try to learn what this person is really like 
and create a different environment and try to get a more rounded picture of the person.  

Just like Daniel, all interviewees in Stockholm, regardless of their professional group, 

agree that questions related to family, sexual orientation and country of origin do not 

represent legal traps (“Would I be sued if I ask this?”) but, at the least, can constitute a 

kind of moral dilemma for the selecting actor (“Is this question proper?”). If the inter-

viewer judges the personal question as proper from a “common sense” point of view, 

then he feels free to proceed in investigating aspects of the candidate‟s personal life. 

For instance, Birgitta thinks that the only concern that an interviewer should have in 

posing a personal question is to not hurt the feelings of the candidate. Questions, she 

says, should be asked in a delicate and indirect way. After all, it should be in the inter-

est of all parties involved, including candidates, to be as clear as possible about what to 

expect from each other. As she expresses: 

You try to get a full picture of a person. Every possible piece of information is woven to-
gether such as professional background, age, marital status. And when you hear that he 
has a two year old boy then you can ask: “what is going to happen in your family, when 
the child number two arrives?” You do not need to ask the question directly: “are you go-
ing to have other children?” But rather weave the question in a bit: “what do you think 
would happen if?” And then you get to hear the entirety of his backup plans with paren-
tal leaves and grandmas and grandpas. Candidates know themselves that it is important 
to get the right job in order to be able to combine it with being a parent.  

However, some other ESF recruiters seem less concerned with having a soft approach 

when asking a candidate personal questions, openly admitting to not having any prob-

lems with directly asking a candidate very personal and, to some extent, pretty invasive 

questions, such as for instance related to sexual orientation. The recruiters defend this 

more direct approach by pointing out how the question is asked for the sole purpose 

of preventing a possible clash between the candidate and a certain type of masculine 

engineering culture as characterizing many high-tech organizations.140 As Ingrid can-

didly describes it:  

I often meet people that I know instinctively are homosexual, for example. It is important 
that an employer knows about that before hiring a candidate. I have never been mistaken 
when I have asked. And candidates think it is good that I have asked. I have had such 
candidates that have then received a job and then it has been good that we could inform 

                                                 
140 See Section 4.2 (Whom to Select?). 
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the employer on this [candidate‟s sexual orientation] already from the beginning. Other-
wise, the risk is that if you do not speak about it before, it becomes difficult for the candi-
date to take it up later.  

When I ask Ingrid whether she has ever feared being sued for this type of direct ques-

tions as to the personal life of a candidate, she answers that it is not an issue concern-

ing the domain of legal regulations, but more a question of the interviewer‟s moral 

constraints.  

Ingrid elucidates her statement by explaining that she is well aware there are legal 

sanctions for those employers or recruiters that may be accused of “discriminatory 

intention.” However, she concludes, this possibility does not necessarily imply that a 

personal question cannot be asked. This point is further explained by another ESF 

recruiter, Magnus, who emphasizes how the message behind the legal prohibition of 

“discriminatory intention,” at least as he interprets it, has as its main addressees em-

ployers. For this reason, he often circumvents the prohibition by simply reminding 

employers to first ask candidates whether it bothers them to answer the questions, for 

instance, about their partners or their families.  

As to other types of questions possibly asked during an interview by the board 

members, my interviewees underline how these questions usually do not follow a 

standardized structure nor are they very detailed. Among the reasons given for such 

flexible shapes of the interview formats, interviewees point out the fact that in the case 

of VCs, these are professionals in the habit of meeting so many people as to be able to 

immediately recognize the right candidate through a sort of intuition, rather than by 

following any specific interview technique. However, when reading through the lines, 

it is possible to discern behind this simple explanation another, more hidden, reason. 

When the interview of a candidate takes place in a start-up, the VCs usually already 

have had the possibility of ex ante scrutinizing him through their networks of contacts. 

In this way, they have already made up their minds as to the candidate by trusting the 

judgment of people and colleagues operating in the same business for some time. As 

Mia explains:  

The questions can be very different. One can say that the board is not very structured in 
such issues. Sometimes I think they ask altogether too little. I find that particularly ven-
ture capitalists, who see an enormous number of people, rely simply on gut feelings. And I 
have also heard that from venture capitalists themselves. One of them once said to me: “I 
can see it when they come through the door if they are going to be good executives or not.” 
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However, I know that venture capitalists check candidates out by calling their contacts 
and asking everything about that person before an interview.  

Although questions can be different for different candidates, as already mentioned, 

one question among others seems to almost always recur when interviewing candi-

dates for executive positions in Stockholm start-ups: what are the candidate‟s success 

or failure stories? 

Interviewees say that they consider such types of questions positive because they 

are very concrete, i.e. they allow for placing the history of a candidate in the perspec-

tive of the future possible developments of the start-up. Further success/failure sto-

ries, just like behavioral interviews in Silicon Valley, also enable candidates to display 

patterns of their personality. Finally, this typology of questions is considered as very 

useful because it somehow is a time-saving technique that allows boards to use the 

same question for all candidates and, in this way, collect in one single answer different 

information about candidates‟ experiences, personalities, and professional values. To 

ask for concrete examples, whether it is a success or a failure, gives selecting actors the 

possibility of measuring how an individual reacts to different situations and how the 

person envisions relationships with companies and colleagues.  

Despite this favorable climate for asking about success and failure stories, some 

CxOs in Stockholm point out that this kind of questions should be asked by board 

members rather than by ESFs, the latter often having difficulties in understanding 

what a “real” success or failure means in the eyes of a start-upper. For example, Hugh 

explains that in his career as CFO, many were the times when what he considered a 

personal failure was instead interpreted as a success by the ESF: 

In my last company we ran out of money and kicked out 65 employees. It was not fun at 
all but it was a very useful experience and I learned a lot from it. I remember the CEO 
saying go ahead and do whatever it takes to save the company. And I did it, in that way 
we managed to give the company a better cost space and create a more effective business. 
However it is always a failure when you let go of so many people even if it for me as 
CFO can turn as a success. Now, headhunters can have a hard time understanding such 
extreme situations and this is why I don‟t like very much to talk about success or failure 
stories with people who do not even know how a start-up looks like.  

It is worth emphasizing that this example, as recounted by Hugh, is reminiscent of a 

path already identified above in Chapter Two as to the Silicon Valley case: the mean-
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ing of certain questions can only be found in the very characteristics of start-up dy-

namics and in the high challenges that their key actors have to face.141 For this reason, 

according to the selecting actors, the most important elements to measure during an 

interview, in particular when aiming at the personal history of a candidate, are both the 

degree of courage characterizing the performances of an executive and the lessons he 

has drawn from those experiences, regardless of whether the story ultimately turned 

out to be a success or a failure itself.  

Checking References –A Secure Selection Practice  

Moving to a different step in the selection process, Stockholm interviewees describe 

the checking of references as the most important selection method. When I ask the 

interviewees at what stage in the selection phase this operation usually takes place, the 

answers of show a considerable degree of variation, depending in particular as to 

which professional group the interviewee belongs.  

Starting with the ESF actors, they explain that the checking of references comes 

at the very last stage of a selection process, after the candidate has been interviewed by 

the ESF and his profile has been presented to the client. Only if the client has found 

the profile so interesting as to be willing to meet the candidate personally for an inter-

view will the ESF check the candidate‟s references. Birgitta answers as to this point, 

for instance, that she checks references absolutely last, when she has received an okay 

from the client. She thinks that it otherwise would be embarrassing to expose the can-

didate in case there was no interest from the employer‟s side. This would be like 

shredding the candidate‟s reputation, she says, if the latter did not get to meet the em-

ployer. It therefore is only when the client explicitly states that he wants to go further 

with a certain candidate that the ESF may begin to call the references. In other words, 

Birgitta shows particular consideration for the candidates‟ reputation, as she does not 

want that the news of a candidate looking for a job (and maybe not even been consi-

dered by the employer) leaking out (Khurana 2002a). In the same vein, Magnus em-

phasizes that it is very important for him to inform the candidate when he is going to 

check references; in this way, according to Magnus, the candidate is prepared and con-

scious of what this control may imply for his reputation, in particular in case he might 

have second thoughts about the employer or the job.  

                                                 
141 See Chapter Two, Section 2.1 (Which Selection Methods are Used?). 
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When an ESF is not involved in the selection, and the process is entirely carried 

out by the start-up, in contrast, the interviewees say that reference checking may be 

done before meeting the candidate. The reasons provided by these interviewees seem 

to be primarily economic. Boards want to be sure that there time is not wasted for 

both the candidate and the board. However, this economic argumentation hides 

another underlying reason for choosing this timing as to checking references. Boards 

try to avoid as much as possible awkward situations where a direct meeting eventually 

does not lead to a hiring. As previously explained by Mia, VCs like to look for “trusted 

sources” who may express an opinion about the candidate before meeting him. This 

practice has the advantage of saving both parties from a waste of time but also from 

embarrassment.  

The analysis of the Stockholm interviews brings me to the conclusion that the 

moment of reference checking does not imply any of the institutional problems 

pointed out in contrast by the interviewees in Silicon Valley. In particular, none of the 

interviewees in the Stockholm fieldwork show any fear of being sued for defamation 

of character. References are generally described as most trustworthy, sincere, and 

therefore safe. However, some actors admit that when asked to act as references 

themselves, they make efforts to find something negative to say about the person in 

question, so to appear as more truthful. As Astrid clearly points out: 

Of course even in Sweden there are people who are not honest. But usually if you call sev-
eral people as references, I think you get a rather good picture of a candidate. People are 
not so afraid here in Sweden as in the US. I am personally called many times myself as a 
reference for others. And particularly if it is a person who is very good, I always try to 
find some little thing that it is not so good so that they will believe me.  

Astrid‟s admission is extremely interesting, in particular when compared with the fear 

manifested by Silicon Valley interviewees of making themselves legally liable for false 

and defamatory statements. I also find that Astrid‟s behavior can be interpreted in two 

main ways. First, Astrid seems to be so interested in boosting her own reputation (as a 

trustful source) so as to overlook the risk of jeopardizing the future of a candidate. 

Second, she probably does not want to feel responsible in case the candidate is hired 

and turns out to not be that good. In both cases, once again it is the fear of reputa-

tional punishments more than of legal ones that is at the base of her behavior.  

Stockholm interviewees further point to the fact that the relevance of references 

may vary considerably, depending mostly on which executive position the candidate is 

to cover. In particular, references are considered as absolutely crucial for a candidate 
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for a CEO or Head of Sales position. These two figures are depicted as the public face 

of a software start-up and the very survival of a newly founded company depends on 

their performances. At the same time, the CEO also needs to be a charismatic leader 

inside the executive team, motivating and encouraging all the executives and em-

ployees in making the software start-up a success story. In light of these needs, it then 

follows that the actors selecting candidates to a CEO or Head of Sales position in 

Stockholm take references into high consideration in order to evaluate the candidate‟s 

social capacities both towards the surrounding environment and the different compo-

nents of the start-up.  

In contrast, references do not seem to have a comparable relevance when it 

comes to candidates for positions such as CTO and CFO. The reason the interviewees 

give can be traced back to the technical and geeky nature of these types of position, 

where knowledge and experience are the determinant factors for hiring (or not) some-

one, and not his capacity to be able to operate within various social contexts. There-

fore, most of the required information about these candidates‟ careers may be found 

in the CV.  

Hugh, who happens to be a CFO, says that the most important elements general-

ly considered by boards when selecting a new CFO are experience and any concrete 

proof of how the candidate has helped previous start-ups to financially grow. When it 

comes to references, Hugh underlines instead a general mistrust because, as a non-

Swedish born, he considers references to be tricky and consequently to be handled 

carefully. As he clearly points out, references may present a major problem since, by 

giving them too much importance, there is ultimately a high risk of promoting those 

candidates who present qualities similar to their referring person:  

In my case, as CFO, it will be more important with the track record and the experience 
and then maybe an indication that there is chemistry, but this depends very much on the 
other members of the team. But in general I think references as a selection method have 
mostly to do with the contact net, the incestuous you know... you promote people who are 
like yourself. I don‟t really trust references.  

As can be seen, Hugh points at a potential problem briefly emphasized above in rela-

tion to referrals and more extensively presented below: the possibility of homophilous 

patterns of behavior. In other words, people acting as references consciously or un-

consciously may tend to promote certain candidates not because of their professional 
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qualities, but simply because they present similar personal traits (e.g. in terms of gender 

or ethnicity) to the person acting as a reference.142 

4.2 Whom to Select?  

As seen above, some Stockholm interviewees express concerns about the fact that 

CVs are used by some employers to cull candidates merely on the basis of their ascrip-

tive characteristics, such as sex, age, and country of origin. Therefore, taking a step 

further in this direction when continuing my interviews, I invite the selecting actors to 

explain how they relate to specific ascriptive characteristics and, in particular, which 

considerations they make when evaluating two candidates possessing the same type of 

achieved characteristics but different ascriptive ones. 

It is worth reminding that interviewees in Silicon Valley, when facing this same 

issue, highlighted a mix of economic and institutional arguments in order to explain 

their propensity for selecting candidates enjoying the same professional skills but dif-

ferent demographic characteristics.143 Both arguments seemed to be logical conse-

quences of a type of problemistic recruitment, i.e. a recruitment driven by the underly-

ing need of attracting candidates able to solve specific human and/or social resource 

problems. In Stockholm, the type of recruitment dynamics follow a different approach 

defined above as opportunistic, where the search for a specific person precedes the 

individuation of a problem that the contemplated candidate will eventually solve.144 

Consequently, my expectation is that software start-ups in Stockholm should encour-

age a selection of candidates based more on personal fitness, i.e. where the personality 

and the ascriptive characteristics of a candidate may play a significant role. 

Women in Software Start-ups –The Cool Factor  

I ask Stockholm interviewees to explain which types of considerations are generally 

made in evaluating female and male candidates for an executive position in a software 

start-up. The answers hint at a general positive attitude toward the selection of female 

candidates. In particular, ESF recruiters stress the fact that they habitually make efforts 

in order to be able to present at least one woman to their clients during a selection 
                                                 
142 See Chapter Four, Section 4.3 (Why Select that Candidate?). 
143 See Chapter Two, Section 2.2 (Whom to Select?). 
144 As to the definition of opportunistic pattern, see Chapter Three, Section 3.2 (Which Positions to 
Fill?). 
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process. However, they say that they usually meet different responses from the side of 

their clients depending on whether the latter are large or small companies. In order to 

highlight the particularity of start-up behavior on this topic, the interviewees make 

comparisons with the experiences they have gathered also at large companies. I find 

this spontaneous comparison particularly interesting because it can indeed highlight 

characteristics of the institutional environment, the latter usually having, as seen in the 

Silicon Valley case, a more visible impact on formal and highly bureaucratized estab-

lishments.145  

ESF recruiters maintain that normally when their clients are large high-tech com-

panies, the latter do not openly express any particular preference as to the sex of the 

prospective candidates. This behavior is believed to be driven by the effort of large 

organizations as to representing themselves as politically correct. However, as striking-

ly expressed by Wendela, these employers “can gladly say a woman but when they de-

scribe how the candidate is to be, one can see how they clearly envision a man before 

them.” In other words, Wendela points at the fact that employers in large companies 

may gender-label a position by thinking of a certain sex when creating a job descrip-

tion (Cockburn 1988; Acker 1990). 

ESF recruiters believe that start-ups differ from larger organizations by being ge-

nuinely gender-blind. It is true, the interviewees admit, that software start-ups even in 

Sweden are widely dominated by men. However, this gender imbalance, they posit, is 

caused by the fact that few women apply to these types of risky and time consuming 

ventures, preferring instead to choose a more stable “nine-to-five” career in larger 

companies. Thus ESF recruiters imply that female candidates in Sweden voluntarily 

choose working arrangements that are compatible with the fact that they bear the 

main responsibility at home, thus discarding other types of working solutions (Eng-

land 2005).146 

                                                 
145 See Chapter Two, Section 2.2 (Whom to Select?).  
146 Interviewees actually go further by relating that women in Sweden rarely use domestic profession-
al help, in the form of a maid or babysitter, because this behavior is culturally and politically banned. 
While this ban, they say, originates in an egalitarian objective of making both women and men coo-
perate in the household, it has generated at the same time unintended consequences. While avoiding 
as much as possible external help, women end up taking the major responsibility for work at home. 
This is because, as emphasized in the literature, men in Sweden to date have not entirely fulfilled the 
egalitarian expectations on the housework front (Ahrne and Roman 1997; Evertsson and Nermo 
2004). 
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ESF recruiters further articulate that they are always happy to present female ex-

ecutive candidates to a client start-up company. The latter certainly could benefit from 

the fact that women, in the opinion of ESF recruiters, possess a larger dose of social 

competence and skills of natural leadership when compared to men. These qualities 

are particularly important in newly formed ventures, most often dominated by male 

geeks. Wendela explains: 

The women who choose to make their careers in such companies [start-ups] become very 
good leaders while the men, they are, by God, all nerds. I think there are more male 
nerds than female because we are naturally more social and interested in soft questions, 
such as leadership and other relational bits. And if you look at civil engineers, women 
stick out there just because they are more socially competent and this makes the difference.  

Wendela ventures by offering herself, just like the employers she previously criticized, 

an explanation based on sex-typed categories of men and women‟s abilities and skills, 

showing her preference for presenting female candidates to start-ups employers 

(Charles and Grusky 2004).  

When it comes to the start-up actors I interview, the latter confirms that the ma-

jority of ESFs “goes wild and fish for women candidates” to present to employers. At 

the same time, they confirm how it may be difficult to find female candidates in the 

start-up world. However, in contrast to ESF recruiters, and their justifications as to 

female self-exclusion, they do not find any appropriate justification as to this underre-

presentation of women in start-ups. For example, Eva highlights that, differently from 

large companies, start-ups do not present characteristics that would make it more dif-

ficult for a woman to work there than for a man; as she puts it, “in small companies 

you get so close and personal that you forget differences.” Eva portraits the type of 

relationships inside a start-up as characterized by a logic typical of affiliative systems, 

i.e. a working (and hiring) logic based mainly on informal networks and inter-personal 

trust. On this very point, the sociological literature stresses that it is the very reliance 

on such informal relations that can become a valuable asset for minority groups. Es-

pecially cultural fit and interpersonal relationships can be most beneficial to women 

within organizations whose cultures espouse (and therefore encourage) values such as 

mutual support or interpersonal skills (Martin et al. 1998; Baron et al. 2007).147 Al-

                                                 
147 It is worth noting that another segment of the literature claims the very opposite, i.e. that the very 
affiliative systems are those based on principles of masculinity and patriarchy. According to these 
authors, these systems facilitate and promote the emergence of “old-boys networks,” which exclude 
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though software start-ups are for profit organizations, having as a main goal that of 

reaching financial success, for the attainment of such success they need high forms of 

cooperation among members of a team and generally focus on their work around joint 

projects.  

Eva further explains that if a woman comes to an interview for an executive posi-

tion in a start-up, the board implicitly believes that this candidate is ready to invest all 

of her energies and time in that job, just as would happen with a man, i.e. assuming 

that this individual has arranged back-ups at home. This assumption by the hiring 

boards, continues Eva, is mainly based on their idea that start-ups are a well-known 

particular type of organization, with informal structures and scarce resources where 

parental leave and holidays are not always a given (at least not in the very beginning). 

On the contrary, Eva says, clichés about female executives as not being fully reliable 

because of family impediments are more typical of large companies, where parental 

leaves are a given, and of high-tech industries espousing a type of engineering cul-

ture.148  

It is also possible to draw a line similarly, according to Astrid, between start-ups 

and large companies: while start-ups tend to be pretty gender-neutral, in large compa-

nies there is a clear pattern of sex-typification of executive positions.149 Further, there 

is the clear assumption that executive women will have to struggle more than men in 

keeping a balance between family and career. Astrid addresses this:  

I can say this, that there in general are no expectations within start-ups on how you 
should be…as long as you have the experience, are willing to work hard and to take big 
risks. It is another matter in a large company. There is great discrimination against 
women, enormous I would say. Tons of stereotypes that women cannot conduct business 
on the highest level. This because we are assumed to be the ones who most often disappear 
for taking care of the children. There is a dead mindset that creates a lot of barriers to 
women in Sweden. This is why in the end there are so few women in Swedish boards and 
executive teams.  

                                                                                                                                                              
women and minorities from critical resources and hinder them from moving forward towards the 
highest positions within the organization (Kanter 1977). 
148 This line of thought is supported in the literature by several authors pointing at a “ghettoization” 
of women in the IT professions (Tierney 1995; Wright 1996) and at a masculine culture fostered in 
the software profession (Arun and Arun 2001). 
149 Drawing on Merton‟s unpublished lectures at Columbia University, Epstein defines sex-typed as 
“those occupations where the large majority of those in them are of one sex and when there is an 
associated normative expectation that this is how it should be” (Epstein 1970: 966).  
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In a cross-national comparison, Wright et al. (1995) found that the gender gap in au-

thority positions was more pronounced in Sweden than in the United States and Aus-

tralia. Even in recent years, countries characterized by a gender egalitarian culture, 

such as the Scandinavian ones, have been shown to have relatively few women in top 

positions and therefore of generating a glass ceiling for women (Mandel and Se-

myonov 2006). Some authors claim that the persisting levels of gender segregation in 

these countries, including Sweden, could be just a side effect of state policies promot-

ing a better balance for women between work and family life (Birkelund 1992). As a 

matter of fact, these top-down policies could aggravate the statistical discrimination 

since employers generally expect that women will take a long parental leave and will 

mainly be responsible for the care of newborn or sick children, thus increasing the dif-

ficulty for women to reach executive positions in organizations (Hakim 2000; Mandel 

and Semyonov 2005; Meyersson et al. 2009).  

When I ask the male interviewees which considerations they make when meeting 

a female candidate, they assume a somewhat defensive stance by clarifying first of all 

that they rarely meet female candidates. This group of interviewees, just like that of the 

ESF recruiters, points at what they believe to be a phenomenon of self-exclusion by 

women. However, the occurrence of this self-exclusion does not take place in working 

life and in start-ups, but already in the university years. Male interviewees maintain that 

men and women in Sweden choose fairly different educational patterns and women in 

engineering programs are scarcely represented. When checking the data from the Swe-

dish National Agency for Higher Education (in Swedish Högskoleverket), in 2007 wom-

en represented 30% of the total number of individuals taking a Master of Science in 

Engineering in Sweden. In 1997 when the pool of candidates at the time of the inter-

views should have existed according to the interviewees, and most probably concluded 

their studies in engineering, the graduated women in engineering were 20.4% 

(Högskoleverket 1998; Högskoleverket 2008).  

The perception of women choosing different university programs than men as 

revealed by the interviewees and confirmed by the Swedish statistics finds support in 

the literature (Reskin and Bielby 2005). In the specific case of Sweden, Meyersson et al. 

(2009) corroborate the theory advanced by the male interviewees as to a connection 

between women‟s educational choices and their under-representation in executive po-

sitions, i.e. the reason why women do not reach executive positions in Sweden would 

be partly given by their different educational choices compared to men.  
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In conclusion, while institutional environmental characteristics, in particular state 

policies, may contribute to understanding why employers in Swedish large high-tech 

organizations tend to have negative expectations as to female candidates, technical 

environmental features, pointing at sex underrepresentation in the labor force, are 

considered to be at the base of a positive attitude of employers towards female engi-

neer candidates. Confronting a reality where women represent a clear minority among 

applicants to executive positions, the start-up interviewees repeat that they conse-

quently welcome female candidates. This welcoming behavior, they say, is further de-

termined by the inner nature of start-ups as taking sides with less developed or un-

common patterns, in order then to always “stick out” and differentiate themselves 

from the traditional way of perceiving and organizing business as do the well-

established companies already present on the market. As confirmation of this, Mia 

describes her sensations at the times she has taken part in a selection for a CEO posi-

tion and the other times she herself has met as an employer a female candidate to a 

CxO position:  

It is a big plus for me to be a woman in a start-up. I see that both headhunters and ven-
ture capitalists think that it is so good “oh, now we have a female candidate” and it is a 
plus for them, I see that. It is a little PR, they stand out a bit, it is cool to have a female 
CEO, very much. I think that it is also easier for me to recruit other CxOs, both women 
and men. They also think it is a little cool and innovative. There is actually a coolness 
factor that is always appreciated within start-ups.  

As for the other female interviewees, Mia also adds that though she has never felt per-

sonally discriminated against as a representative of a sex-based minority, she may in-

deed believe that when discrimination based on ascriptive characteristics takes place in 

Sweden, it is generally based on age, as shown below. 

Age in Software Start-ups –The Myth of Youth 

Among candidates‟ ascriptive characteristics, age is the one most openly labeled as be-

ing a target for discriminatory evaluations by my interviewees. With no exception, all 

key selecting actors interviewed in Stockholm admit that, consciously or unconscious-

ly, their colleagues and sometimes even themselves have been and still are ageist.150 

                                                 
150 In the last decades, a series of surveys has been conducted in Sweden investigating the attitudes 
and preferences of employers with regard to candidates‟ age (Oremark 1990; Arbetarskyddsnämnden 
1999). For instance, the Swedish Institute for Working Life (in Swedish, Arbetslivsinstitutet) carried out 

 



213 

 

Some interviewees claim that ageism is rooted in the very nature of the software in-

dustry, a business per se devoted to the development of products targeting the young-

est. Other interviewees instead emphasize a trend of a more general character, since 

for them ageist behavior in selection practices in Sweden is present in all industry sec-

tors and is a response by employers to various institutional pressures.  

As to the first line of argumentation supporting the importance of age for pro-

fessionals working in the very software industry, from the side of board members As-

trid states that many times she does not understand her colleagues who place so much 

attention on the age of executive candidates instead of looking at the energies of a 

candidate. Further, Astrid thinks that in particular when it comes to start-ups, and 

their well-known scarce economic resources, a young age as a fundamental reason for 

selecting an executive candidate seems fairly counterintuitive:  

We are very age-fixated in Sweden. And that is really crazy, for you should look at indi-
viduals in their totality. What you want is to have a CEO who can travel two-hundred 
days a year, who can work so much. And it really is a question of energy, not age. It cer-
tainly is strange that we are so fixated on age, particularly when it comes to start-ups. 
But it should be an advantage if a candidate is a little older and does not have small 
children at home. I mean in terms of parental and sick leave. But no, we want young ex-
ecutives even if we cannot afford them. 

It is instead the very connection between age and software in selection processes that 

seems to raise considerable reactions from the side of ESF recruiters. Birgitta remarks 

that the ideal age for a CEO in the software industry in Sweden seems to be set up by 

boards at an average of 35 years old; at that age, she continues, it seems pretty hard to 

believe that an individual really has acquired great experience and is able to balance a 

career as CEO and be a parent of young children. However, Birgitta thinks that in the 

                                                                                                                                                              
several investigations showing that, for different reasons, a large segment of employers showed a 
negative attitude towards older workers (Solem 1996; Torgén et al. 2001). In 2000, the Pensionsforum, a 
non-profit organization that monitors pension issues, conducted a survey on 200 large employers, 
evenly divided between the private and public sector. This survey showed that employers had a gen-
erally low opinion of the value of older employees: as many as 80% of employers were said to be 
negative in hiring persons over 55. At the same time, 80% of 600 interviewed employees between the 
age 45 and 65 declared that they planned to retire when they were 60 or before and one key-reason 
for this early retirement was the fact that they perceived that employers – as well as their colleagues – 
wanted them to leave (Pensionsforum 2000). On the same path, the Swedish National Insurance 
Board (in Swedish, Riksförsäkringsverket) conducted a survey in 2001 where it was found that the 70% 
of the Swedish employers rarely or never hired people over 50 (RFV 2001: 9). 



214 

 

case of the software industry, the barrier of 35 ultimately disfavors in particular female 

candidates. As a matter of fact, she says that she always makes efforts to present older 

candidates to her clients although she remarks that there are not so many 50 years old 

women with the IT background requested by such employers.  

The idea of a discriminating combination of age and software is instead justified 

by other interviewees with the argumentation that the myth of youth is a selective pa-

radigm “naturally” attached to the software industry in general. Therefore, it targets 

and disfavors all executives, male as well as female, without any gender related consid-

eration connected to it. Actually, Mia ironically emphasizes how at the executive levels 

of organizations dominated by men, and especially where the engineering culture rules, 

men always consider women as “young girls,” i.e. men tend to take a patronizing atti-

tude towards the other sex and, by doing so, they really do not pay attention to the 

actual age of the candidates. For example, Mia caustically notes:  

Just in the IT sector, there is an age impediment based on the fact that older people are 
generally not as familiar with working with all the IT tools as younger people. However, 
when it comes to women, I have always experienced that I am always perceived of as 
younger by men. Men think to be experienced when they are 23, while I, I am just a girl 
to them. In this manner I have actually experienced the age gap being a woman, other-
wise, no. 

It is interesting to note that what Mia describes as a non-ageist behavior by the side of 

male employers and co-workers highlights instead the presence of a sexist behavior as 

previously emphasized by other interviewees as to organizations dominated by a mas-

culine culture.  

Shifting focus now to the second type of argument embraced in Stockholm in 

order to explain the role that age plays in the selection processes in software start-ups, 

certain interviewees explain how the particular consideration given to such an ascrip-

tive characteristic has nothing to do with the internal nature of the software business; 

the importance of age is instead strictly connected to an external element, the institu-

tional environment in which Swedish employment practices in general are embedded. 

This group of interviewees emphasizes in particular two major institutional external 

influences pushing forward the candidate‟s age as a fundamental element in the selec-

tion process.  

The first institutional influence consists in the one exercised by normative and 

cognitive pressures coming from the Swedish working culture and society in general: 

long employment tenures, internal labor markets, and a lack of familiarity with inde-
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pendent and entrepreneurial working experiences are all institutional components of 

the Swedish labor market in general discouraging executives from changing jobs. Ka-

rin realizes that this rigidity in the Swedish labor market has further triggered a type of 

ageist organizational culture. Karin remembers how Ericsson a couple of years ago 

wanted to give severance packages to a number of persons who were over thirty-five 

because they felt they needed to “rejuvenate” their workforce. She says this would be 

unimaginable in the US, portraying the labor market in the latter as the following: 

In the USA, you have your entire life some sort of ups and downs and you perhaps work 
a lot a number of years and then you work less several years, you perhaps work for your-
self and start a company, you are a consultant and then you jump on something as a 
CEO. The belief in the USA is that people generally their entire lives are prepared to go 
in and out of different companies. I have employed many people that are older than me in 
the US, and I am not so young anymore. But you find competence, you find experience 
and someone you know will be focused on the job and so there. And I have seen many 
who are entrepreneurs and start new things and are 60 and thinking of working ten 
years forward.  

Karin speaks of a general culture in the US as encouraging people in top positions to 

take risks. These people dare to change jobs because there is an acceptance and ap-

preciation in the society for hiring experienced individuals, but also an expectation that 

experienced individuals will start their own businesses. On the contrary, she feels that 

the majority of Swedes still picture their careers and those of others as to be pursued 

in the same company partly for the fear of being rejected due to their age by future 

selecting employers. 

As to the second major institutional influence rendering a candidate‟s age funda-

mental in the selection process, Stockholm interviewees point at several regulative 

pressures (mostly legal) that impose high costs to those employers who decide either 

to hire or to fire an individual aged fifty or more, as being one of the causes of ageist 

behavior in the recruitment in Swedish software start-ups.151 Jesper is a Swedish-born 

                                                 
151 In Sweden (as for many other European countries), retirement systems are usually designed so 
that the premium costs are based on salary, age, and past premium payments. This general policy 
means, among other things, that pension premiums increase with the employee‟s age. As a result, 
employers willing to hire an older person have to be prepared to pay a disproportionate amount of 
pension costs until that person retires, costs that cannot be reduced even with the employee‟s agree-
ment since they are “fixed” in collective agreements which in Sweden have the same force as statuto-
ry regulations. For example, a privately made supplementary report to the parliamentary enquiry “Se-
nior in 2005” estimated in 2001 the pension premium costs for workers of different ages, in particu-
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professional-CEO in his late thirties with a Master Degree in Civil Engineering. Jesper 

notices how Swedish employment (and, to some extent, social security) regulations 

have created a legal framework that ultimately counteracts the planned effects of the 

recently enacted antidiscrimination law as to ageism in work. In particular, according 

to him, it can become a financially very expensive deal in Sweden if an employer de-

cides to hire an over 50 candidate and then happens to discover that this newly hired 

person does not somehow fit either with the qualities required by the job or in general 

with the company. Jesper says: 

There is a factor that I do not know if you are aware of, but in Sweden, it can be ex-
tremely expensive to hire a 50 years old person, depending on how their pension plan 
looks. Consequently, I am liable to pay a lot if I hire a 55 years old person for whom I 
have not received a pension profile from the former employer. And that is not unfair. If it 
costs me SEK 500 000 in annual salary, and then I am to pay SEK 50 000 in pen-
sion, it becomes totally skewed. So then the market punishes itself and Sweden also pun-
ishes itself by implementing regulations that encourage age discrimination. 

The basic message possible to trace in the answer given by Jesper is that the same in-

stitutional environment can sometimes send two different and simultaneous signals 

that in the end “neutralize” each other. As to the case here under investigation, from 

the answers offered by the Stockholm interviewees, it then is evident how the Swedish 

antidiscrimination statutory regulations as far as concerns age, cannot possibly have 

any concrete effect on employer behavior as long as other employment legal provi-

sions penalize potential “anti-ageist” hiring, in particular by negatively operating on the 

economic interests of the employers.  

Before concluding this part, it is necessary to point out that, as mentioned above, 

the first anti-discrimination statutory provisions against ageism were introduced in 

                                                                                                                                                              
lar by comparing the costs for an employee who is over 55 to those of a person who is less than 35 
years old. Generally speaking (i.e. also including in the calculation higher wages, social security con-
tributions, holiday pay, taxes, and more frequent short-term leaves for sickness), the report found 
out that by hiring a person who is already over 55, the company must count in, per year, costs which 
are SEK 140 000 higher than if hiring, for the same job, a person who is less than 35 years old. In 
particular, even if the hiring of the older person will be with the same salary as offered to the young-
er one, the yearly financial burden for the employer will still be much heavier, due especially to the 
higher pension premium. For example, if the employer decides to hire a 58 years old who will work 
until he is 65, the pension premium for the company is approximately SEK 100 000 more than when 
hiring, for the same period of seven years, a person who is under 35 years of age (Sundström et al. 
2001). 
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Sweden only in June 2008, effective January 2009. As also appears from the field work 

conducted in Stockholm, it is pretty fair to assume that, due to the short period of its 

being in force, the anti-ageism legislation has not yet had the time to significantly im-

plement a similar anti-ageism culture in the Swedish society. A main question though 

remains about the possible role played by professional groups located in the normative 

dimension as to influencing the making of the anti-ageist law. 

Foreign Born Executives = Aggressive Business Attitudes 

Moving finally to the third major demographic quality potentially relevant in the selec-

tion process, i.e. country of origin, one of the main beliefs circulating among Stock-

holm interviewees is the equation “foreign executive = aggressive business attitude.”152 

Invoking Arrow‟s argument as previously presented in the Silicon Valley case, this eq-

uation entails that in Stockholm, when facing a situation of uncertainty, i.e. when eva-

luating candidates born in other countries, the selecting actors tend to evaluate them 

on the basis of beliefs about group averages (Arrow 1973).153 

It is worth pointing out already here that, as emphasized above in Chapter Two, 

a similar equation of certain ascriptive characteristics to a certain business style is also 

used in Silicon Valley, where VCs tend to evaluate women‟s business style according 

to the formula “female business style = weak business style.” In the Stockholm field-

work, the equation instead is used by several interviewees and its field of application is 

moved to the evaluation of candidates with different national backgrounds. 

In particular, these interviewees share the idea that, by hiring a foreign born ex-

ecutive, they would introduce into the software start-up a person who, by coming 

from a business culture different from their own, could potentially intimidates the rest 

of the executive team, the organization in general as well as prospective clients. This 

type of consideration is particularly common when interviewees describe the selection 

                                                 
152 As seen in Chapter Two, Section 2.2 (Whom to Select?) the terms “foreign born” and “immigrant” 
were used synonymously in Silicon Valley. In Sweden, the term “foreign born” or, as most used 
“foreign background” (in Swedish, utländsk bakgrund), originated as a statistical concept, introduced 
into the Swedish vernacular in recent decades in order to replace the derogative one of “immigrant” 
(in Swedish, invandrare). Like similar terms used in other Scandinavian countries, the expression “for-
eign background” tends to embrace both aspects of ethnicity and nationality, in order to emphasize 
the non-Swedish ethnicity and/or nationality of the person in question, regardless of actual citizen-
ship (Jacobs et. al. 2009). The term “foreign background” is extended even to those individuals born 
in Sweden but having their parents coming from a different country. 
153 See Chapter Two, Section 2.2 (Whom to Select?). 
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process for the CEO position. More specifically, VCs think that a foreign-born CEO 

could actually make a difference, in particular for those start-ups either aiming at plac-

ing their products outside of Sweden or considering the possibility of being acquired 

by a foreign owner. However, this advantage must be weighed against the risk of in-

troducing someone who may embrace a different leadership style than the rest of the 

team.  

Similar to that previously described for Silicon Valley, even Stockholm founders 

accuse the VC community of discriminatory behavior towards a type of minority, that 

of foreign born executives. Above all, Johan does not refrain from using strong terms 

in order to depict the discriminatory attitude taken by Swedish VCs towards foreign 

candidates. Moreover, he suggests that it would be extremely beneficial to have, 

among the candidates to a CEO position, one with a US background already at an ear-

ly stage of the life of a software start-up, considering in particular the possibility of a 

future opening of the company and its products towards the US market. According to 

Johan, this fear of “foreign” business styles that some Swedish interviewees point out 

actually seems to hide anxiety about different cultural codes and most of all potential 

language problems, an anxiety difficult to understand when considering the fact that 

Swedish software professionals most often are fluent in English. However, selecting 

actors in Stockholm insist on the fact that having a CxO who does not speak Swedish 

could have a negative impact on the executive team. Many things could become more 

difficult to express in meetings and the general atmosphere, even outside the meeting 

rooms, could become somewhat less spontaneous.  

A study conducted by the National Agency for Industrial development (NU-

TEK) shows that although nationality is not considered as the most important re-

cruitment criterion for Swedish employers (albeit it appears in 45% of cases), a know-

ledge of the Swedish language is in fact first on the list of criteria along with social 

skills. Insufficient command of Swedish was cited by 5% of employers as a factor for 

rejecting candidates. This is not insignificant considering that foreigners represented at 

the time the only 6% of Swedish residents (NUTEK 2000). 

Foreign born interviewees in Stockholm think however that neither the language 

nor the business style plays a major role when Swedish selecting actors evaluate a can-

didate with a non-Swedish background. Instead, these interviewees continue, it is 

mostly the general cultural trait of Swedes being afraid of conflicts and disagreements 

that makes them hesitant to hire someone with a different cultural background. Swe-
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den is then described as a very homogenous country and characterized by a wide-

spread “culture of consensus.” As Hugh explains: 

A Swedish executive would always ask: “what does everyone think? Is that ok? Do you 
think we can do this?” While I say “we are going to do this and that. And this is how 
things work.” I am a little provocative in my style but just to achieve results. If I hadn‟t 
been aggressive and hadn‟t said “we don‟t need that person and we don‟t need that per-
son” we would still have 28 employees in this start-up burning 2-3 million kronor a 
month. It is an aggressive but necessary style. I think Swedes are generally afraid to take 
conflicts, this is why they do not like to work with foreigners. 

On the same path, Daniel also insists on homogeneity as a trait of the Swedish culture 

in general. In particular, as Daniel highlights, it is crucial for a CEO who wants to fit 

in a Swedish start-up that he understands the importance of the Swedish egalitarian 

culture when dealing with employees. This is summarized by Daniel as a motto go-

verning, at least according to him, the Swedish organizational culture in general: “Re-

member, nobody is better than another, not even in knowledge-intense industries.” 

Consequently, nobody can say what has to be done without first getting the approval 

of his peers. 

Jesper instead suggests that the reason why Swedish start-ups do not hire foreign 

born executives has to do with the fact that start-up boards use a type of opportunistic 

search based on the selection of people they usually already know directly or who 

somehow circulate in the same circles of their acquaintances.154 For example, Jesper 

points at patterns of homophilous behavior: 

I can think that the industry is extremely Swedish, there are very few immigrants except 
for younger programmers but these are rather Swedes with a foreign background. So we 
receive very many open applications from these people. And they do not get a job for pre-
cisely the same reason as all the other Swedes who apply without showing recommenda-
tions or without being connected to people we know. So I experience the industry as very 
homogenous as we all recruit those who we already know. 

As can be seen from his answer, Jesper emphasizes a mechanism of homophily within 

the software segment that actually diminishes the chances for “outsiders” to get into 

executive positions in general, and not only those with a foreign background. As he 

explains, this is the very paradox of start-ups: while innovation is often created by 

                                                 
154 For further development as to the idea of homophily in relation to the hiring of top executives in 
Stockholm software start-ups, see Section 4.3 (Why Select that Candidate?). 
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newcomers, as the Silicon Valley fieldwork demonstrates, there unfortunately is nei-

ther the time nor the money in start-ups for getting to know newcomers. However, 

and despite these general hinders, Jesper at the same time acknowledges that in the 

past, he has selected foreign born CxOs and that he has kept working with them. In 

these cases, he felt that there were no problems as long possible cultural diversities 

could be tackled from a humorous angle. Further, he thinks that once foreign-born 

executives become part of the Swedish start-up world, just like for the other Swedish 

candidates, references and previous experiences will become guarantees that these 

candidates know how things work in Swedish companies. Consequently, future em-

ployers will then follow less beliefs about average groups and more the words of Swe-

dish employers such as their selves.  

4.3 Why Select That Candidate?  

Chapter Three demonstrated that the approach used in Stockholm by recruiting actors 

when deciding which executive positions to open in a software start-up was mainly 

based on a type of opportunistic approach. A choice first is made in favor of a specific 

person, and only after that is an opening of a position tailored around this person, in-

stead of the other way around.155 As to this point, it is worth noting that the existing 

literature on executive team formation in entrepreneurial ventures shows how, with an 

opportunistic search, the reasons why new members are selected to join an executive 

team are usually based on the social and psychological aims of the original members of 

the team (Forbes et al. 2006). These aims tend to vary considerably in relation to the 

question of whether the candidate is already known or not to the founding team. In 

cases where there already is prior knowledge of the candidate, possible reasons in fa-

vor of the selection of the known candidate as a future member of an executive team 

are usually the chemistry and trust pre-existing between the candidate and the board 

and/or the executive team. In the second case, i.e. when the candidate is unknown to 

the board or to the executives, selections may be based on what in sociological terms 

is defined as homophily: the consideration that the candidate possesses ascriptive or 

achieved characteristics similar to those enjoyed by the board or the members of the 

executive team.  

                                                 
155 See Chapter Three, Section 3.2 (Which Positions to Fill?). 
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This same literature on executive team formation does not exclude in either case, 

i.e. when a selection based on social and psychological aims is targeted toward candi-

dates already known or not, the possible presence of a concurrent influence of instru-

mental and/or institutional reasons. Actually, several authors analyzing executive team 

formation in start-ups, underscore the necessity that this very co-existence of different 

types of considerations always be kept in mind as a potential fundamental reason ex-

plaining why a certain candidate has been selected (Forbes et al. 2006; Larson and Starr 

1993; Kamm and Nurick 1993). 

Selections Driven by Prior Acquaintance with the Candidate  

Beginning with the first of the elements characterizing the selection in an opportunis-

tic search, i.e. previous acquaintance, the Stockholm interviewees straightforwardly 

admit that prior knowledge of the candidate by some or all the board members is of-

ten the number one motive for selecting him for a start-up top position. As the select-

ing actors explain, prior acquaintance based on friendship and/or past working ties 

may be crucial because it then may be possible to predict whether the candidate will fit 

personality-wise in the executive team and in the start-up as a whole. In its turn, the 

presence and maintenance of this fit among the members of an executive team is one 

of the most important ingredients for building a successful start-up. Therefore, a 

choice in favor of a candidate whose way of interacting and functioning in a team al-

ready has been tested in earlier experiences, may be crucial when starting a new ven-

ture or when substituting a previous member with whom the team was not getting 

along.  

In this respect, Larson and Starr (1993) emphasize the important role played by 

personal relationships in the process of the selection of new members in start-up ex-

ecutive teams in general. Although it appears that the motive behind a selection is so-

cial in nature, the authors posit that at the same time, it may be that the selection 

process proceeds according to strategic criteria. These claims are corroborated by the 

answers given by the Stockholm interviewees. For instance, Oskar explains: 

It can get like this by the end, that you very often choose those who are in your own net-
work for you cannot afford anything else strictly economically. And neither can you afford 
to fail with your selection. You select someone you already know because so much is about 
the personal fit of the candidate within the executive team. And if you are sloppy with 
that, if you choose someone who doesn‟t fit in, then it is over. So it is a strategic choice 
that of choosing someone that you already know. 
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This combination of social and strategic considerations described by Oskar is also 

shared by other entrepreneurs and CEOs interviewed in Stockholm. For them, the 

selection of a candidate already known by a member of the board represents a social 

need, since it enables the creation of a synchronization of minds and souls that, in its 

turn, may enhance the chances of the economic success of the newly formed venture. 

At the same time, the selection of a candidate about whom the board has previous 

knowledge can also be a strategic move, since it brings into the start-up a human re-

source that otherwise the company could not have afforded to acquire.  

Further elaborating on this point, Francis and Sandberg (2000) maintain that per-

sonal and strategic factors may be combined when selecting new members of a ven-

ture executive team. Personal factors such as friendship allow the venture to bring in 

people with whom there is a good deal of chemistry, and who are professionals that 

otherwise would be too expensive for a start-up to hire. In a similar vein, Kamm and 

Nurick (1993) acknowledge that chemistry, as a social factor, and ready-access, as an 

instrumental reason, may play concomitant roles when selecting people already known 

by a company.  

In this respect, Stockholm interviewees explain that when the selecting actors al-

ready know the candidate, and when their relationship is based on trust, it then is 

much easier for the first to empower the latter with a strategic mission. For example, 

Mia describes such when she has been selected as a professional-CEO through VC 

personal networks. One of the consequences has been that she has been serving the 

VC agenda of controlling the founders of the start-up, working therefore as a sort of 

middleman between the two. Mia says: 

In reality, when you are picked by someone you already know, you often get these types of 
requests: “can‟t you come in and control those damned founders?” This happens especially 
when you are recruited as a CEO without being a founder. Your job becomes a bit that 
of translating the wishes of the founders into something that the venture capitalists can 
understand. Often the two of them cannot talk to each other, for the venture capitalists 
only talk money and the founders only talk technology. I actually think that it is fun, I 
like to handle these types of relationships. But it is often difficult as you have to act like a 
middleman. 

That which Mia points out hints at the difficult relationship between VCs and found-

ers in Stockholm, as portrayed in Chapter Three. As seen there, the difficulties in 

communicating between these two start-up figures are mainly due to three (often in-

terconnected) factors. First, VCs and founders diverge when it comes to the “temporal 
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extension” of their goals, the VC‟s goal being fairly shortsighted and the founder‟s 

goal longsighted. Second, differences in the nature of the respective interests can cause 

problems in communication, since VCs usually have an interest that can be defined as 

clearly economic, while founders are in the business for personal achievement, an in-

terest not exclusively economic. Finally, the different professional backgrounds of 

VCs and entrepreneurs can trigger several difficulties in communicative exchanges.156 

In such a situation of incommunicability, Mia explains, the candidate for a CEO 

position may therefore be selected for the strategic purpose of operating as a mediator 

between different interests and as a translator between two different ways of envision-

ing things. For this reason, as Mia points out, the choice in favor of such a candidate 

becomes easier when the person in question has in his background an already estab-

lished and personal relationship with at least one of the two actors, i.e. the VC and/or 

the founder.  

As to this aspect, the interviewed founders also repeatedly stress that when se-

lecting a new CEO, the best solution at least from a founder‟s perspective, consists in 

choosing a CEO already known by them who can work as a mediator and translator of 

the founder‟s vision. The problem, as they continue, is that VCs rarely accept a candi-

date who has tight personal relationships with the founder because they fear that the 

new CEO will embrace too much of the founder‟s vision. A candidate for a CEO po-

sition needs to always show the VCs something more than a faith in the founder‟s 

long-term ideas. The candidate also needs to show some qualities that VCs consider 

essential as to fulfilling their shortsighted economic visions. However, this typology of 

candidate may later on find himself entrapped in trying, on one side, to please the VCs 

and their thirst for high profitability in the short-term and, on the other side, to lead a 

business where, in a relatively long period of time, the founder can finally realize his 

visions. Johan discloses his personal experience on this aspect: 

I have found this guy who is a geek, like me, but who also is extremely short-sighted, like 
a VC, in the marketing of his ideas. He does exactly what is needed to do now. And 
then my present investors, those venture capitalists, say: “Oh good, he [the new CEO] 
knows how to run a company” and I say “yes, it is very good” and at the same time, I 
know that he [the new CEO] will run the start-up so that it will become a little local 
company and nothing more. So at the end it will always and only be me who will have to 
compromise. 

                                                 
156 See Chapter Three, Section 3.1 (Why Begin a Recruitment?).  
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The choice of a candidate who is already known by only one side of the board, espe-

cially if undertaken with an instrumental purpose, does not always lead to the best so-

lution for the future of the company. In order to make selections based on previous 

acquaintance work in the long run, it is important that the already known candidate 

possesses at least some characteristics recognized by all members as important. In 

many cases in Stockholm, finding a truly “start-up type” for making this type of selec-

tion is sufficient. As brought up by Andreas: 

Board members usually agree that a candidate needs to possess that excitement and firm 
belief that the degree of freedom is so much more worth it than working in a bureaucratic 
system. And that the candidate must be prepared to take risks and fight and to not give 
up if things get really tough. Now some candidates may say that they possess such quali-
ties but you never know how they will actually react in difficult situations. So it becomes 
crucial that one of us [in the board] already has worked with this person, because it is a 
guarantee that he is ready for such a challenge. And this is by far the most important 
quality we look for in an executive. 

In other words, Andreas implies that ultimately, qualities unifying all selecting actors 

are entrepreneurial spirit and a risk taking attitude of a candidate. These are indeed 

qualities difficult to detect in CVs and interviews, and to find, as emphasized in Chap-

ter Three, in Swedish executives. Only by having personally worked with the person in 

question in a start-up situation can the selecting actors know whether the candidate 

possesses those qualities necessary in order to meet the tough challenges to come. 

When these very qualities are found, any other argumentation as to the instrumental 

intentions of VCs or founders becomes irrelevant.  

Selections Driven by Institutionally Induced Homophily 

Shifting now to the second element typically influencing a selection processes in op-

portunistic searches, my interviewees explain that even if a candidate is not directly 

known by any member of the board, another phenomenon may take place, guiding the 

selection in the direction of one candidate instead of another. As the interviewees un-

derline, a choice in favor of an unknown candidate may be spontaneously decided by 

the fact that the latter possesses certain characteristics similar to those possessed by all 

or some of the selecting actors, a phenomenon defined in the sociological literature as 

homophily. 

Sociologists generally define homophily as “the principle that a contact between 

similar people occurs at a higher rate than among dissimilar people” (McPherson et al. 
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2001: 415). Focusing in particular on organizational studies, here the phenomenon of 

homophily has been mainly analyzed by concentrating on those ascriptive characteris-

tics such as sex or ethnicity, which influence the selection of members similar to one-

self both in workplaces in general (Braddock and McPartland 1987; Neckerman and 

Kirschenman 1991; Reskin and Roos 1990; Windolf 1986) and in entrepreneurial 

teams in particular (Ruef et al. 2003; Forbes et al. 2006).  

It is, however, necessary to emphasize that ascriptive characteristics are not the 

only carriers of homophilous behavior. People sharing the same beliefs, values, or so-

cial norms may well be more easily attracted to each other.157 Similarly achieved cha-

racteristics such as education or occupation also play an important role in explaining 

why certain matches in work places are made. As pointed out by McPherson et al. 

(2001: 419), homophilous behavior “does not in any sense indicate choice or agency 

purified of structural factors.” In other words, homophily is normally produced by 

personal preferences, but may also be influenced by structures in a broader sense, e.g. 

by the fact that both parties belong to the same professional organizations, have had 

working experiences in the same firm, or pursued the same educational programs in 

the same universities.158 Hence it is fair to think about this type of homophily as insti-

tutionally induced.  

Using this interpretative lens, I find that the answers offered by the Stockholm 

interviewees disclose a type of institutionally influenced homophily. Selecting actors, 

for example, maintain that the reason why they choose one candidate over another 

often has to do with the fact that this individual has attended their same university or 

worked in their same firm or simply followed their same career patterns. Niklas, for 

instance, does not have any problem in admitting that he always tries to recruit people 

who have gone to his university. He justifies this behavior with the fact that usually 

                                                 
157 In their 1954 classical work, where the term “homophily” was used as a sociological idea for the 
first time, Lazarsfeld and Merton distinguish between two types of homophilous behavior: status ho-
mophily and value homophily. According to these authors, status homophily is based on demographic 
characteristics (e.g. gender, ethnicity, race, and age) and on attained characteristics (e.g. education, oc-
cupation, and religion), while value homophily instead makes reference to common (or similar) “in-
ternal dimensions” of the individuals, such as sharing the same values attitudes or the same beliefs 
(Lazarsfeld and Merton 1954). 
158 McPherson and Smith-Lovin (1987) distinguish between choice homophily and induced homo-
phily. The first one involves individuals‟ propensity in choosing as colleagues people similar to them-
selves, the second one is based on common organizational memberships and therefore produced by 
structural or institutional constraints.  
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“people believe that what they have done themselves is the best” and that by “choos-

ing a person with their same background they know what to expect from this person.” 

Far from being alone, Niklas shares this idea of a homophilous pattern of recruitment 

with other interviewees, who maintain that in most cases, it is possible to detect a clear 

tendency, for example among selecting actors with technical backgrounds, to recruit 

people with the same background, and on the other side, among selecting actors with 

financial backgrounds to prefer candidates possessing MBAs. 

Waltzing down the same homophilous path, Eva describes another typical situa-

tion that may happen in start-ups, especially when selecting a CEO. Although many 

VCs, as she, in Sweden have engineering degrees, it is quite typical for such profes-

sional figures to also have complementary knowledge and experience in the economic 

and financial fields. Actually, Eva explains that most VCs have a background as CEOs 

and not as entrepreneurs, and for this very reason, they tend to have an easier time 

understanding why a certain candidate should be selected for a CEO position. A VC 

possesses a sort of radar, she clarifies, and feels instant attraction for those candidate 

CEOs who not only display technical knowledge about software products but also are 

capable of showing an understanding of the financial and commercial aspects (and 

problems) of a start-up and its product. This inclination of VCs, she concludes, can be 

considered a natural consequence of the fact that people coming from common expe-

riences understand each other better than people with different career patterns. 

It is moreover worth stressing that attendance at the same university or the shar-

ing of the same working career may entail a homophilous behavior by the selecting 

actors not only related to achieved characteristics (e.g. same education) but, as an indi-

rect consequence, also the sharing of the same ascriptive characteristics (e.g. same sex). 

Actually, the Stockholm interviewees specifically identify that the tendency of selecting 

candidates with whom they share the same type of university or working background, 

also implies that selected and selecting actors often share the same ascriptive characte-

ristics. As Johan explains it: 

I can go through my own history. I worked for ten years for a large Swedish company 
where there were very few women. So when I became a founder the only female network I 
had was these co-workers and my schoolmates, those few women who studied the engineer-
ing program but had disappeared somewhere on the way up. Therefore, in my world, there 
have been mainly men around. So perhaps it is an inheritance from when you worked at 
Ericsson or when you went to engineering school. There you were in an environment which 
was mostly populated by men and you continue to choose men automatically.  
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Another interesting observation made by selecting actors in Stockholm points to the 

fact that homophily in networks may work in different ways for men and women, and 

that even when there may be a clear preference by the side of female actors for select-

ing other women, structural factors may intervene and influence this mechanism, lead-

ing in the end to an opposite result. In particular, Mia explains that although she is 

surrounded by women, she has never succeeded in persuading them to join her execu-

tive teams; most of the time, she points out, this failure is due to the fact that the pre-

ferences and choices of these women are somehow constrained or redirected by men 

through institutionalized structures, e.g. systems of mentorship or even marriage. 

When it comes to this complex combination of homophily and gender aspects, 

some authors maintain that the “sex composition of the establishment, group, and 

occupational level creates powerful sex differences in homophily of networks” 

(McPherson et al. 2001: 424). In many work places, individuals representing for exam-

ple the sex minority, often end up having much more heterophilous networks when 

compared with individuals representing the sex majority. This propensity to network-

ing with members of the opposite sex is extremely important since, as McPherson et al. 

emphasizes, this tendency is especially widespread among executives and entrepre-

neurs. The dominance of heterophilous networks for women working at executive 

levels or in entrepreneurial ventures, can be explained by the fact that these organiza-

tional levels and working environments are characterized by “instrumental or status-

loaded ties of advice, respect and mentoring” (McPherson et al. 2001: 424). As a con-

sequence, women operating in these milieus are usually surrounded by men and even-

tually male networks affect their choices, as Mia indirectly admits when depicting how 

women often turn to men for advice on their career. 

4.4 How Is a Final Decision Reached?  

As previously seen in the Silicon Valley fieldwork, board members often have a hard 

time in reaching a unanimous decision as to which candidate to choose at the end of a 

selection process. Different professional logics and different interests inside the board 

may come in the way and affect the final judgment as to which new member to add to 

the start-up executive team.159 Similarly, the Stockholm interviewees describe the oc-

currence of conflicts and disagreements because of the different perspectives and mo-

                                                 
159 See Chapter Two, Section 2.4 (How Is a Final Decision Reached?). 



228 

 

tives of board members as typical situations at the end of an executive selection. Inter-

viewees also point at different ways used by start-up boards in order to reach a deci-

sion. These different ways may be mainly grouped into two alternative models of deci-

sion-making: one that may be described as political and the other as cognitive. How-

ever, and despite that depicted in the entrepreneurial literature, these models more 

than constituting two alternative ways seem at times to be used simultaneously as de-

picted in the comments made by Stockholm interviewees (Forbes et al. 2006).  

Different Views within the Board- VCs vs. Founders  

As briefly mentioned above, when speaking with Stockholm interviewees about the 

final moment of a selection process (and the coming together of the board in order to 

choose a new executive for a software start-up), the main topics on the table are the 

disagreements and conflicts arising among board members. For instance, Eva explains 

that in her experience, and in the very case of a CEO selection, board members of 

software start-ups often have a difficult time in coming to a decision as to which can-

didate to select. These difficulties usually stem from conflicts between the founder and 

the rest of the board members: 

At times there is conflict and this mostly depends on the relationships of the board with 
the original founders. When you need to find an agreement about a candidate and hope to 
be able to build out a stronger team, at times it can fail. It is as if the founders tried, en-
tirely unconsciously, to not get in sufficiently competent executives so that they will con-
tinue to be the only knowledgeable individuals in the start-up. 

As possible to detect from this answer, Eva in her role as VC describes an irrational 

trek in the way founders may behave when facing the final decision of which candi-

date to lead the start-up they created. It sometimes seems like the main motive driving 

start-up founders during the very final moment of a selection is that of showing that 

no one but themselves will ever be capable of understanding and realizing their vi-

sions. Thus this behavior may be so irrational as to produce exactly the opposite re-

sult, i.e. the consequent death of the start-up.  

For Daniel, the main source of conflict when it is time to choose a new CEO or 

CxO lies in a sort of personal limit of the founders. Founders, he explains, are ex-

tremely capable when creating new software products. However, they are not neces-

sarily as competent when it comes to planning the commercial future of these novel-

ties. Founders often tend to be limited by the fact that they think about their products 
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exclusively in terms of technological sophistication. A company, Daniel maintains, 

must instead take a step further and move to the next stage of the production process, 

i.e. to the phase of putting these creations on the market. This diversity in focus then 

renders it very difficult for VCs to even have a dialogue with founders about concrete 

business problems, such as the choice of a new leader, since, as Daniel puts it, “entre-

preneurs are very driven but may also have a very strict way of looking at the world.”  

On the other side, the Stockholm founders interviewed admit that they often 

tend to look in the direction of finding someone with their own same characteristics as 

visionaries more than as managers. Johan, for example, critically draws attention to the 

fact that candidates supported by VCs always represent the same type of professional-

CEOs: they are welcome to stay onboard for a maximum of two years, after which 

they will make an exit. Therefore, as he continues, this kind of candidate is unable to 

fulfill the features required for leading a software start-up, i.e. the capacity to taking 

risks and embarking on a longer journey so that the original vision can be carried out 

until it is fully developed.  

Johan also carefully emphasizes that, at least as perceived by entrepreneurs, the 

clashes between founders and VCs as to the “ideal” candidate to be preferred as a new 

CEO, mirror a fundamental diversity as to the intended goal of a start-up. While for 

founders the primary objective is the complete and concrete realization of ideas with 

top class software products, for VCs it is sufficient to reach a compromising half-way 

realization, even if the commercial product is of a mediocre quality, as long as the en-

terprise is an economic and financial success. As Johan expresses it: 

If you are a VC company, you usually look for those CEOs who can work for two years 
and then make an exit. Such candidates are fairly easy to find and hire. But if you are 
the founder, you do not want to have those candidates. You want instead to have those 
CEOs willing to take the journey over the long run and take risks because they have the 
ambition to create something great. If Kamprad [the founder of IKEA] had sold his 
start-up in 1965, would we have IKEA now? No. 

Johan further explains that sometimes a founder gets so tired of this struggle with VCs 

that he compromises so that everybody will be happy: the employees, the entire execu-

tive team, and of course, the VCs. Sometimes even for the founders this compromise 

may be a relief because, for example, it gives them money so that the family will be 

able to buy a bigger house. However, this way of thinking represents a defeat for an 

entrepreneur. 
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In order to theoretically locate such conflict-generating situations, it is worth re-

membering how in Chapter Three it was posited that a viable way of analyzing differ-

ent logics, and consequent possible conflicts, in VC-CEO relationships in the deci-

sion-making process, was the one suggested by the agency theory, and specifically, its 

attention to the interest of the principal as different from that endorsed by the 

agent.160 In this case, the VC acting as principal, can find it highly risky to hire as a new 

CEO someone who represents the ideal candidate for the founder-agent, who has an 

interest in pursuing self-serving behavior at the expense of the venture‟s outcome. In 

other words, one risk perceived by the VC can be that the new CEO will serve the 

interests of the founder rather than those of the start-up in which the VC has invested 

financial resources.  

Chapter Three also introduced the possibility that the different interests of VCs 

and founders could be shaped by different logics. In particular, the normative dimen-

sion of an institutional environment where professional groups are located may exert a 

certain pressure as to how organizational actors envision their interests, and may 

therefore better clarify the nature of conflicts among these different organizational 

actors (Jackall 1988).161 In the Stockholm case, VCs and founders have different pro-

fessional backgrounds, the latter determined by an institutional environment generally 

unfriendly towards the phenomena of serial entrepreneurship. Because founders ex-

perience start-up founding as one life-time experience, as implicitly pictured by Johan 

when speaking about Ikea, and because VCs are simply investors, without having been 

entrepreneurs, their logics can clash and give rise to conflicts. In particular in the case 

of a selection targeting executives, these conflicts may arise due to the fact that the 

VCs are naturally attracted to a typology of people more similar to themselves in their 

professional visions than that of the founder, as in the classic opposition between 

geeks and business guys. 

                                                 
160 See Chapter Three, Section 3.1 (Why Begin a Recruitment?). 
161 It is worth pointing out that besides the institutionalist one, several other schools have the same 
idea of bringing back the source of different logics within an organization to factors other than the 
calculation of individualistic interests. For example, Daft and Lengel (1986: 564) emphasize that indi-
viduals in the same organization may look at a problem differently based on the fact that they come 
from “different experiences, cognitive elements, goals, values, and priorities. A person trained as a 
scientist may have a difficult time understanding the point of view of a lawyer. A common perspec-
tive does not exist. Coding schemes are dissimilar.” 
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Ways to Compromise –Political Decision Processes vs. Cognitive Decision Processes  

Once having identified that there usually are conflicting opinions among selecting ac-

tors as to different candidates, I ask the interviewees through which mechanisms they 

try to compromise and reach a final decision about the very candidate to hire. As seen 

in the Silicon Valley fieldwork, VCs there tended to navigate through conflicting inter-

ests by using the legal tool of contracts, the latter often being described by agency 

theory as a common way to regulate the relationships between principals and agents.162  

In Sweden, only one board director with an American background emphasizes 

the possibility of coming to an agreement by using legal back-ups such as venture capi-

tal contracts. As for the rest of the Swedish board directors, they cite making use of 

authoritative actions by some board members as the only possible way out in cases of 

conflict as to which candidate is going to be hired as a new CEO or CxO in the start-

up. For example, Karin, whose experience actually covers both American and Swedish 

start-ups, explains how in a situation of conflict related to the hiring of a VP of Mar-

keting she took into her hands the final decision: 

Even if it is the CEO who is going to make a final decision as to the hiring of a VP of 
Marketing, we [the investors] can actually say to the CEO things like: “you have a team 
around you that is exactly like you and you now have to make a decision and make 
changes in the executive group.” And if the CEO says: “yeah, but” then we say: “we 
think that this group doesn‟t function. We do not want to make a decision for you, but if 
you do not change this, then it is you who does not have the ability to change and then 
perhaps we must remove you.”  

As appears from her answer, Karin neither mentions nor takes into consideration the 

possibility of resolving the conflicts by means of contractual agreements among board 

members. Karin describes instead a process where the solution is reached through au-

thoritative decisions taken by certain professional figures sitting in the board.  

This model of decision-making based on authoritative decisions is also called by 

certain authors a political model. These authors then maintain that higher decisions in-

side a management group or a board are a function of the different interests 

represented by the different members of that group (Cyert and March 1992; Forbes et 

al. 2006). A crucial feature of this model consequently is the distribution of power 

within the board or, in other words, the extent and manner in which the influence on 

                                                 
162 See Chapter Two, Section 2.4 (How Is a Final Decision Reached?). 
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a decision (as that of hiring a certain candidate) is shared within the team. In this re-

spect, MacMillan et al. (1989) stress one aspect traceable in Karin‟s answer: the role 

played by VCs in entrepreneurial ventures and the way by which they may affect the 

mechanisms of decision, which can vary from consensus to fiat, depending on the 

power of the VCs relative to that of the other board members.  

Cyert and March (1992) emphasize that there actually is a rational distinction in 

the use of authoritative action, as embraced mostly in a political model of decision 

making and the use of contracts as embraced in a consequential model of decision 

making, as the one seen in Silicon Valley.163 As these authors point out, in a political 

approach the emphasis is not on “discovering or designing a system of contracts,” but 

on understanding a political process that allows decisions to happen without necessari-

ly resolving conflicts among the parties, and not necessarily following rational paths 

(Cyert and March 1992: 229). In Karin‟s answer given above, for example, the authori-

tative decision may hardly be defined as rational: from an organizational perspective, it 

is the CEO who is the professional figure responsible for the selection of members of 

the executive team. However, as Karin notes, in cases of conflicting opinions, the role 

of the CEO is clearly overshadowed by the VCs.  

Stockholm interviewees also emphasize other underlying mechanisms accounting 

for the way by which a final hiring decision is taken inside a board. These various me-

chanisms may be brought back under the common roof of cognitive models of deci-

sion-making where members of a group “scan the internal and external environments 

for information that can be used to resolve uncertainty in a manner that will bring 

alignment with the external environment” (Forbes et al. 2006: 239). Cognitive models 

of decision making may be described as mostly relying on shared cultural values, while 

for example, normative models as those used in Silicon Valley mostly rely on shared 

norms of fair business practices, as in the case of the logic of appropriateness.164  

In the Stockholm fieldwork, the interviewees point out that references produced 

by other employers and co-workers are considered the best way to reach a consensus 

under a situation of uncertainty or disagreement on whether to hire a certain candi-

date. References represent the voice of a person “similar to us,” i.e. another Swedish 

employer expressing his thoughts about the productivity and personal qualities of a 

former employee. Moreover, as already seen in the previous sections, the Stockholm 

                                                 
163 See Chapter Two, Section 2.4 (How Is a Final Decision Reached?). 
164 See Chapter Two, Section 2.4 (How Is a Final Decision Reached?). 
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interviewees are not afraid to point out how uncertainty or disagreement is often elim-

inated a priori through the hiring of people who are already familiar to one or more 

board members and thus favors a cognitive acceptance of the person by the rest of the 

board.165 Finally, the Stockholm interviewees indicate how, just like executive teams, 

even boards in Sweden present a certain homogeneity of ascriptive and achieved cha-

racteristics favoring the sharing of similar belief systems among the members of a 

board and an easier cognitive alignment on common decisions to take. Regardless of 

which specific mode is adopted by the selecting actors, this model of cognitive deci-

sion-making clearly underlines the importance of both the external environment and 

the cognitive pressures as fundamental elements in order to understand actors‟ deci-

sions (Huber and Daft 1987).  

Finally, even when attempting to design two separate models of decision making, 

the political model and the cognitive one, in reality it must be emphasized that these 

two ideal-types are not mutually exclusive. As Forbes et al. (2006: 239) strikingly ex-

plain it, “the exercise of power in a group is interrelated with the way information is 

handled in the group.” For example, the level of screening or due diligence on a can-

didate (i.e. cognitive decision) may be related to the centralization of the selection 

process (i.e. political decision).  

The possibility of the co-existence of both models, of political and cognitive de-

cision making, is also confirmed by analyzing the interviews in Stockholm. In particu-

lar, the formation of power coalitions in a board can overlap with the formation of 

cognitive uniformity in these coalitions.166 In this sense, Daniel provides a paradigmat-

ic explanation that draws on both political and cognitive models of coming to a deci-

sion: 

Often times you try to create a situation in the board where one person doesn‟t have con-
trol over all the decisions in the company. So if you have a five-person board say, and you 
know that maybe two people can veto a decision that comes through then you try to make 
it possible for three people out of five to agree with you so that you can push it through. 
But you also try to have people in the board who are in sync and hopefully share your 
values. So ideally when you are in the board people are thinking in a similar way about 
the directions of the company and the qualities an executive team should possess.  

                                                 
165 See Section 4.3 (Why Select that Candidate?). 
166 See Section 4.1 (Which Selection Methods are Used?). 
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As possible to detect in his answer, on one side Daniel mentions the political process 

of the formation of power coalitions within the board, usually particularly floating 

around the VCs. At the same time, Daniel describes the possibility of cognitive deci-

sions based on consensus, a harmony based on the cognitive alignment of the visions 

of those individuals sitting in the board as to the qualities requested in a candidate. As 

a matter of fact, it does not seem so improbable that the selection of the members of a 

board in a Stockholm software start-up may follow the same patterns as in the case of 

executive selections: i.e. that an opportunistic search may bring in the board people 

that fit in at a personal and cognitive level.  

4.5 Chapter Summary 

In this Chapter, Stockholm interviewees describe their selection practices and motivate 

their choices, when relating to the same four issues tackled by their counterparts in 

Silicon Valley: Which selection methods are used? Whom to select? Why select that can-

didate? How is a final decision reached?  

 In Stockholm, screening candidates through CVs is considered the most popu-

lar selection method used by start-ups when the candidate is not previously known. 

However, ESF recruiters lament that this type of practice is not the most efficient as it 

often leads to employers filtering out candidates with undesired ascriptive characteris-

tics (e.g. as to age and country of origin), even if these individuals have the right com-

petence. This specific behavior has not yet given rise to institutionalized anti-

discrimination practices in Stockholm such as those developed in Silicon Valley. How-

ever, some ESF recruiters declare that they have recently started to use some innova-

tive practices with the intent of stopping discriminations through CV screening. These 

practices have been initiated, not in response to regulative pressures (in the form of 

anti-discrimination laws), but more due to wide cognitive beliefs considering the filter-

ing out of candidates by looking at their ascriptive characteristics “improper beha-

vior.” A deeper analysis, however, reveals how Swedish regulations as to age discrimi-

nation contain some gaps, at least at the time of the interviews. As a matter of fact, 

anti-discrimination statutory provisions against ageism were introduced in Sweden on-

ly in June 2008, effective January 2009. Thus some theoretical reflections can be made 

as to the way in which the regulative dimension of the institutional environment may 

open spaces for agency by labor intermediaries.  
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In contrast with professional recruiters, the interviewed board members calculate 

the risk of discriminating through CV screening as minimal. These actors further point 

at experience and references as the most important pieces of information contained in 

a CV, because both bear important signaling qualities as to the candidate‟s familiarity 

with entrepreneurial ventures (a rare skill in Stockholm) and their productivity 

(through the words of trusted former employers). Education is generally regarded with 

a certain indifference with too much education considered a negative signal. Board 

directors justify this general attitude as derived from certain characteristics of the Swe-

dish institutional environment. These actors point to the fact that engineering pro-

grams often do not respond to the needs of the business world, and in particular, of 

the entrepreneurial one. Further university-industry links are said to be pretty weak. 

Therefore, the place where a candidate studied is not seen as an indication of the spe-

cific human and social capital attributes of a candidate. Educational credentials are 

usually not checked, not even by ESF recruiters. Such a practice is justified by the in-

terviewees with the fact that in a small country such as Sweden, systems of reputation-

al punishments may be more effective than legal ones. Further, that displayed is a gen-

eral trusting attitude among the members of the triadic relationship: hiring actors-ESF 

recruiters-candidates.  

The interview moment is considered very important by all Stockholm actors al-

though no specific standardized format is used. Some ESFs hint at the importance of 

concrete questions of past situations and of the classic success-failure stories to display 

features of the candidate‟s personality otherwise difficult to discover. Interview ques-

tions are formulated by employers and ESFs responding more to personal moral con-

cerns of properness rather than professional codes of ethics or legal constrains.  

When it comes to whom is usually selected, interviewees portray start-ups as being 

genuinely gender-blind because they are governed by a logic typical of affiliative sys-

tems. From an organizational point of view, relationships among start-up actors are 

based on trust and embedded in the personal identity of the start-up actor, where the 

sex of a candidate does not play any role. From an external point of view, women 

represent a clear minority in the labor market for software executives (and software 

start-uppers in particular), thus women are seen as a “cool factor” for a start-up. This 

underrepresentation of women in its turn is considered derived from a behavior of 

self-exclusion by the side of female candidates. First of all, women do not undertake 

educational curricula leading to executive positions (as engineering ones); secondly 

they often refrain from applying for jobs with demanding work schedules, given the 
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fact that women (even in gender equal Sweden) still today are mainly responsible for 

work in the household.  

As to age, the second ascriptive characteristic, interviewees lament a general age-

ist attitude by Swedish employers. Interviewees point at long tenures, internal labor 

markets, and non-familiarity with independent and entrepreneurial working expe-

riences as structural factors discouraging more mature executives to change job in 

general and start working in start-ups in particular. More specifically, the regulative 

dimension provisions imposing on employers high financial costs when hiring persons 

aged 50-plus, and the redundancy rule of laying-off the last hired first, are considered 

further triggers of ageist behavior among employers in Sweden. However, the very 

characteristic of software, requiring very updated knowledge of executives and a cer-

tain taste for innovation by customers, may partially contribute to this myth of youth 

in software organizations. 

When it comes to the country of origin, Stockholm hiring actors (such as VCs 

and directors) tend to evaluate foreign born candidates on the basis of beliefs about 

group averages, just as in Silicon Valley in relation to female candidates. The major 

fear is that a more aggressive business culture will create cultural clashes in an execu-

tive team and in relation to customers and other audiences. Further, the fact that re-

cruitments are generally in Stockholm start-ups based on an opportunistic approach 

often implicates selections based on previous acquaintance or shaped by homophilous 

behavior, thus restricting the diversity of candidates‟ ascriptive characteristics as coun-

try of origin.  

In relation to that seen above, and when answering the question of why a certain 

candidate is selected, Stockholm interviewees point at previous personal acquaintances 

and common achieved characteristics as two of the main reasons for choosing a can-

didate. In the first case, a personal acquaintance is often needed because of the other-

wise difficult task of assessing whether the person in question is a real start-up type 

(given the scarce entrepreneurial knowledge of Stockholm engineers). However, this 

choice may also function in a slightly instrumental way. By selecting people already 

known, it is easier for certain figures (such as VCs or founders), to find an ally with 

whom to pursue their different short or long-term start-up vision. In the second case, 

interviewees demonstrate that homophilous behavior is somewhat induced by institu-

tional factors. For example, attendance at the same university or sharing the same 

working career may entail a homophilous behavior by the selecting actors, not only 

related to achieved characteristics (e.g. same education) but, as an indirect conse-
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quence, also the sharing of the same ascriptive characteristics (e.g. same sex). However, 

the sex composition of certain industries may work differently for men and women in 

the generation of homophilous patterns. In male dominated work places, individuals 

representing, for example, the minority sex, often end up having much more hetero-

philous networks when compared with individuals representing the majority sex, as 

the Stockholm female employees imply.  

When it comes to the issue of how to come to a decision as to which candidate to 

select, Stockholm interviewees describe the same occurrence of conflicts and disa-

greements as in Silicon Valley, arising due to the different perspectives and motives of 

board members. This often is the consequence of a clash between long-term versus 

short-term visions of VCs and founders, leading to the choice of a different typology 

of executives to realize these visions. It also can be the case of unhappy founders re-

maining in boards after accommodating turnovers and giving the rest of the board a 

hard time when deciding who will lead their creation. Interviewees also point at differ-

ent ways used by start-up boards in order to reach a decision. Authoritative actions by 

some board members represent a political model of decision making, used in extreme 

situations when conflicts cannot be resolved but a solution needs to be taken. On the 

other side, a cognitive model of decision making, as mostly relying on shared cultural 

values, makes it possible not only to find a solution but also to solve conflicts. For ex-

ample, a decision may be taken by listening to references of former employers 

(representing one of us). A decision may also be reached by resolving the problem a 

priori, recruiting people already known by one or more actors in the board so as to 

make the cognitive acceptance of the candidate easier later on for the rest of the 

board.  

The Silicon Valley and Stockholm fieldworks are formally compared in the next 

Part III with the aim of drawing some theoretical conclusions about the way in which 

the institutional environment may influence entrepreneurial and hiring actors interests 

and patterns of behavior when constructing their recruitment and selection. 
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PART III 

COMPARING FIELDWORKS: 

SILICON VALLEY VS. STOCKHOLM 
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CHAPTER FIVE 

 

THE EXTERNAL ENVIRONMENT OF SOFTWARE 

START-UPS AND THE RESPONSES OF HIRING ACTORS 

Parts I and II presented the accounts of key hiring actors within software start-ups in 

Silicon Valley and Stockholm. In these accounts, respondents depict their experiences 

and thoughts concerning the processes of recruitment and selection of candidates to 

executive positions, individuating two main sets of factors as influencing their choices. 

The first set of factors may be described as having a more internal character in relation-

ship to the start-up, involving organizational size, structure, stage, board composition 

and type of product or service to be sold. The second set has more an external nature 

in relationship to the start-up, encompassing both technical and institutional aspects of 

the environment surrounding the organization. Technical aspects include material, fi-

nancial, and human resources, while institutional aspects are composed by regulative, 

normative, and cognitive pressures. Driven by different interests, key recruiting actors 

describe their responses to such external forces as following quite different patterns of 

behavior. Sometimes the recruiting actors conform to such forces, at other times they 

strategically avoid the latter or even manipulate them.  

Part III focuses on these two sets of influencing factors in the matching process 

of candidates to positions in software start-ups. In particular, attention is given to the 

analysis and comparison of the technical and institutional elements distinguishing the 

external environment surrounding start-ups in Silicon Valley and in Stockholm. This is 

done in order to understand how different environments contribute to the shaping of 

different interests and logics belonging to the various professional actors and how 

these environments may trigger different responses by these actors.  

Before beginning the analysis and comparison, it is necessary to note certain limi-

tations in the investigation. First, one should keep in mind that when taking into con-

sideration the external environment of software start-ups, the distinction between the 

technical and institutional components of the latter is sketched for analytical and clari-
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fying purposes. In reality, and as further explained in this chapter, these two different 

types of elements often tend to overlap and influence one another. For example, for 

start-ups in general, founders encounter many concomitant constraints at both eco-

nomic and cognitive levels (Aldrich and Fiol 1994). The success of start-ups depends 

therefore both on the ability to mobilize material resources in a technical environment 

and, at the same time, on the capacity to gain acceptance and legitimacy within the in-

stitutional environment (Suchman et al. 2001). 

Second, and as already emphasized in the introduction, the analysis of the me-

chanisms as developed in this Part III is limited to the national environments in which 

software start-ups are embedded. This choice has been supported from the very be-

ginning by the consideration of the relevance of national environments in influencing 

entrepreneurial and labor market dynamics in specific geographical areas. However, 

this initial choice finds clear support in the fieldworks, where key hiring actors conti-

nuously refer to and stress the very important role played by the national and/or re-

gional environments in influencing their choices. In other words, it is the “local” tech-

nical and institutional environments that trigger the main responses of hiring actors.167  

For these reasons, after a brief definition of the internal and external elements in-

fluencing the choices undertaken by Silicon Valley and Stockholm interviewees when 

recruiting and selecting candidates, this chapter focuses specifically on the way 

through which local and national institutional environments affect start-up actors‟ in-

terests and behavior when approaching recruitment and selection practices.  

5.1 Inside and Outside the Software Start-up 

Interviewees in Silicon Valley and Stockholm often stress internal organizational cha-

racteristics, such as a start-up‟s size, structure, stage of development, board composi-

tion, and type of product and/or service to be developed, as factors influencing their 

decisions when recruiting and selecting a new executive. In particular, hiring actors say 

organizational characteristics have an effect on the decisions as to beginning an execu-

tive recruitment; which executive positions to open; the channels through which to 

recruit candidates; which selection methods to use; whom to select; and finally why to 

select a specific candidate in order to cover a certain position. 

                                                 
167 See, e.g., Chapter One, Section 1.1 (Why Begin a Recruitment?) or Chapter Three, Section 3.4 (Where to 
Recruit?).  
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The internal features of start-ups are not only described as affecting the choices 

made by key hiring actors but, most of the time, they are also considered as connected 

to a larger external reality and therefore exogenously determined. In this respect, it is 

interesting to note how even the organizational literature stresses the difficulty in 

clearly determining the (endogenous vs. exogenous) nature of an organization‟s fea-

tures, such as its size or the type of product to develop. This literature emphasizes that 

it is often difficult to establish those features in an organization which are internally 

and strategically driven and those which are externally determined (Blau and Schoen-

herr 1971). In particular, institutional scholars maintain that many organizational fea-

tures that have been classically considered as structural properties of an organization 

should be considered as contextual variables that are externally and not internally dri-

ven (Scott 1998). In the specific case of start-ups in cutting-edge industries, external 

factors such as heavy dependence on venture capital and highly-skilled labor, high in-

ter-firm competition and continuous customer requests for product updates are major 

drives towards internal organizational changes (Cusumano 2004).  

The fieldworks in Silicon Valley and Stockholm appear to confirm this picture of 

somewhat blurred borders between organizational and environmental argumentations. 

Many of the interviews corroborate the idea that the two-fold emphasis as to the fac-

tors influencing certain hiring decision (i.e. arguments of surrounding environments vs. 

those of internal features) are actually a simple reflection of the embeddedness of 

start-up practices in wider external dynamics. 

Inside the Start-up  

Key actors in Silicon Valley mention the importance of the size of a start-up when ac-

counting for which positions to open in an executive team, and which methods to use 

when recruiting and selecting candidates.168 Furthermore, key actors in Stockholm 

suggest that, besides these two choices, the size of the software start-up plays a fun-

damental role when it comes to two other decisions to be taken in the matching 

                                                 
168 In the fieldworks, interviewees consider size as representing the number of employees working in 
a start-up. Scott (1998: 260) emphasizes that the advantage of considering size as the number of par-
ticipants to an organization is that it indicates “both the capacity of the organization for performing 
work as well as the current scale of actual performance.” However, the drawback may be represented 
by the fact that it is often difficult to ascertain which individuals can be regarded as “participants” to 
an organization and which cannot (as in the case of temporary workers). 
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process: who should be responsible for the recruitment process and the identification 

of the personal characteristics a leader should possess.  

Size being quite central in determining crucial aspects of the matching process, it 

is then necessary to take a step further and, based on the interviewees‟ answers, to 

identify the influence that both internal and external factors play upon this dimension 

of a software start-up. Some interviewees stress, for instance, the dichotomous ways in 

which founders and CEOs push towards a change in size of a start-up: while the 

founders are more cautious when it comes to the enlargement of the company, CEOs 

tend to push “aggressively” towards a rapidly increasing expansion of the start-up‟s 

size. Other interviewees refer instead to VCs as being the key actors who, fueling the 

new venture with money and playing a crucial role in building up the management 

team, often require as a condition for investing certain enlargements in the start-ups‟ 

dimensions.  

Regardless of the hiring actors (i.e. founders, CEOs, directors, or VCs) brought 

in as “channels” pushing towards a change in size, all the interviewees point at the ex-

istence of external industry parameters that influence organizational actors on the mat-

ter of how a start-up should look. By doing so, the interviewees make size an organiza-

tional feature affected by external forces. In the same way, organizational scholarship 

also underscores the idea that size should be considered as a contextual variable exter-

nally rather than internally driven. In particular, the dimension of an organization is 

believed to represent a measure of the external demand for the services or products 

provided by the company: the higher the demand from customers, the larger the size 

of the organization able to meet such a demand (Blau and Schoenherr 1971).  

In addition to size, the answers gathered both in Silicon Valley and Stockholm 

bring up other internal organizational features as shaping crucial aspects of the match-

ing process of candidates to executive positions. First, the interviewees indicate the 

central role played by elements related to the internal structure of a start-up. In particu-

lar, when accounting for who is in charge of a recruitment, the interviewed key hiring 

actors emphasize that larger start-ups may be characterized by different and more 

complex structures; for example, an HR department may become an important addi-

tion to the start-up structure, an addition dictated often by internal efficiency purpos-

es. However, the presence of an HR department in young organizations is also said to 

be influenced by the start-up‟s need for acquiring legitimacy through the adaptation to 

certain external institutional requests. As a result, the adding of an HR piece to the 
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software start-up‟s structure may also be considered as a maneuver at least partially 

driven from the outside.169  

Key actors in both Silicon Valley and Stockholm further point at the stage in 

which a start-up finds itself as an important internal feature affecting the decisions as 

to beginning a recruitment, which positions to open or outsource, how to recruit, 

whom to select and why. As stressed in previous chapters, the stage of development 

of a software start-up is often strictly connected with internal organizational pressures, 

such as the stage of venture capital financing, and it often follows, almost automatical-

ly, certain steps imposed by the actors providing funds to the start-up through default 

assumptions, generated by professional logics, more than internal considerations at-

tached to a specific start-up. 

Further, as the interviewees point out, other pressures coming from the outside, 

such as from customers and competitors, may at the same time influence the stage of 

expansion of the start-up. Such external forces may in particular affect the stage of the 

start-up by exerting upon it higher (or different) demands for products or services, 

demands which may translate into the acceleration (or deceleration) of the growth of 

the software company.  

Moving the focus now to another internal feature of software start-ups, namely 

the board composition, this is probably the organizational characteristic most cited by the 

interviewees accounting for recruitment and selection decisions in both Silicon Valley 

and Stockholm. In particular, one should keep in mind that the majority of the soft-

ware start-ups where (or with which) the interviewees operate are venture capital-

backed. Therefore, due to the VCs central role in the birth and growth of these com-

panies, one interesting issue is represented by the way in which such actors should be 

labeled in relation to the organization, i.e. as internal or external members of a start-

up.  

Far from being a pure terminological issue, the answer to this question is essen-

tial in order to help establish in general whether and how start-ups‟ internal features 

may be defined as internally or externally driven. Among those supporting the idea 

that VCs are indeed internal members of a start-up should in particular be included 

Forbes et al. (2006). According to these authors, VCs should be considered as insiders 

in relation to start-ups because they are equity owners and are extensively involved in 

all the aspects of the life of the young ventures in which their money is invested.  

                                                 
169 See Chapter One, Section 1.3 (Who is in Charge of the Recruitment?). 
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However, others consider the issue from the point of view of the founders. From 

that perspective, the VCs represent an external source of financing; moreover these 

actors do not cover any executive position in the start-ups, and therefore should be 

labeled as operating like outsiders, i.e. as representing an external pressure upon inter-

nal organizational features (Steier and Greenwood 1995; Baker and Gompers 2002). 

There is a further argument produced in the literature supporting the idea of VCs be-

ing outsiders: the board composition of VC-backed high-tech start-ups is usually cha-

racterized by a larger representation of outside-directors. The outside-directors are 

often brought in by VCs for monitoring their own interests and as a way to access 

other sources of financial, human and social capital (Rosenstein 1988; Gorman and 

Sahlman 1989; Fiegener et al. 2000; Clarysse et al. 2007). Therefore, the board compo-

sition of high-tech start-ups, including the software ones, quite often displays a high 

presence of outsiders who are at the same time members of different organizations, 

influencing start-ups‟ internal organizational practices by taking an external view rather 

than an internal one.  

Turning to the interviews, that which appears clear in both Silicon Valley and 

Stockholm is that, at least to the founders, the VCs are outsiders. VCs are in fact con-

sidered as coming from the outside of the start-up, taking self-interested actions and 

following industry standards and professional logics that often are in contrast with 

those of the founders. In the same way, the interviewed VCs seem to see themselves 

as outsiders who bring to a new venture an external view more widely business-based 

compared to the internal and more technique-based view of the founder. However for 

the VCs, this may be a consideration they make just in the beginning of their involve-

ment in a new start-up. Once they begin to carry out changes in the executive team, 

most of all bringing in a professional-CEO, VCs actually seem to feel more as insiders. 

On the other hand, the sensation of having to deal with outsiders for the founder may 

last much longer.  

The hiring actors operating both in Silicon Valley and in Stockholm finally em-

phasize the importance of the type of product or service to design, develop, and sell when 

it comes time to decide why to recruit, which positions to open, where to recruit, 

whom to select, and why to select. It is, however, in Silicon Valley where interviewees 

mostly stress this feature, a consequence of their more definite problemistic approach 

to executive searches, i.e. an approach of seeking executives with appropriate skills for 

the development of a specific product. These interviewees often refer to the pressures 

coming from customers and competitors as triggering changes in the type of products 
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and services developed by the start-up. As pointed out by several authors, the type of 

product to develop in a company in general is an organizational goal or strategy clearly 

externally driven since it is mainly affected by competitors, customers and markets 

(Porter 1980). Product life cycle theories emphasize moreover that products go 

through different life-cycles, just like the companies producing them. These cycles, 

although in the beginning appearing to be influenced by pure internal economic calcu-

lations, in the end often become a forced choice driven by external pressures (Utter-

back and Suarez 1993).170 

To sum up, one can observe how, by pointing at size, stage, structure, board 

composition, and type of product when accounting for the factors influencing soft-

ware start-ups‟ recruiting and selection choices, interviewees in Silicon Valley and 

Stockholm open the way for a discussion centered around the nature of the external 

elements affecting many start-up features and thereafter start-up practices. As further 

developed in the next section, the question as to whether these external pressures have 

to be labeled as technical or institutional, has been and still is the focus of debate 

among organizational scholars belonging to different schools (Oliver 1997). 

Outside the Start-up 

Silicon Valley and Stockholm interviewees point at many elements and forces posi-

tioned outside of a start-up as clearly affecting the latter and its matching practices. 

The nature and typology of such external pressures are extremely broad and frag-

mented. However, it is possible to distinguish between a set of material components 

and another set of a more cultural nature as the sources of these pressures. 

Among the more material elements composing the external environment of 

software start-ups, the types and availability of financial and human capital are those 

factors considered by respondents as most deeply affecting recruitment and selection 

                                                 
170 In particular software product companies often follow a given pattern: they begin their activities 
making profits from product license fees, after a while they move to the production of both products 
and services and in the end software companies shift to only being services-providers (Cusumano et 
al. 2006). This pattern is determined by the fact that by focusing on a product a start-up can make up 
to 99% gross profit rate, due in particular to the peculiarity that to copy a software product costs 
almost nothing. However after a while the situation for the start-up tends normally to change. With 
the arrival of competitors on the market, it may become difficult to focus only on products to attract 
new customers. Instead it becomes necessary to lower the prices of the product. At this point the 
software start-up is forced (or at least encouraged by economic calculations) to shift its production to 
the development of services (Cusumano et al. 2006). 
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practices. At the same time, the interviewees point to the fact that the typologies of 

competitors, intermediaries, and customers also actually influence software start-ups 

when it comes to deciding how, where, and whom to recruit and select. The material 

components detected by the interviewees are, in other words, those components of 

the technical environment that, as emphasized in the Introduction, are more resource-

based and whose function mainly consists of the transformation of certain inputs (i.e. 

material, financial and human resources) into outputs (i.e. products, services and mar-

kets) (Scott 1998).  

Among the more cultural elements of the external environment of a start-up, in-

terviewees emphasize the crucial role played by a certain entrepreneurial and software 

culture. This culture is considered to be influenced by state structures and regulative 

systems; fostered and spread by university curricula and systems of collaborations as 

well as by professional standards. Moreover, this culture contributes to the shaping of 

the interests and professional logics of hiring actors when designing the start-up posi-

tions to open and the type of candidates to recruit. Last but not least, as in the words 

of the interviewees, this culture also affects the type and availability of some technical 

elements of the external environment of start-ups, such as the types of financial re-

sources available and the skills possessed by prospective candidates. 

In addition to the entrepreneurial and software culture, interviewees in both Sili-

con Valley and Stockholm point at the important role played by a labor culture based 

on principles such as mobility (in the US) and stability (in Sweden), a culture which 

heavily affects the behavior of candidates as well as the type of strategies undertaken 

by hiring actors in order to attract such candidates. At the same time, the interviewees 

mention even larger exogenous cultural beliefs about what is “right” and what is 

“proper” as guiding the behavior of actors in a field. These cultural believes arise both 

from legal imperatives (in the US) and wider social understandings (in Sweden), and 

differently affect the actions of intermediaries and employers as well as the character 

of their business relationships driven by mechanisms of litigation-phobia (in the US) 

and trust (in Sweden).  

The more cultural elements detected in the interviews are, in other words, those 

components that are part of the institutional environment which are spread and sustained 

through different channels, i.e. the regulative, normative and cognitive pillars or di-

mensions. As emphasized in the introduction, certain industries may be more or less 

affected by the technical and institutional requirements of their external environment.  
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Software key actors in Silicon Valley and Stockholm, at first glance, seem to be 

significantly influenced by their technical environment. Interviewees quite often in fact 

undertake an executive search just out of the need to respond to the technical requests 

and supplies of the task environment. For example, recruiting processes are said to be 

activated in order to acquire executives capable of handling more complex and effi-

cient technology demands by the side of both private customers and/or corporations. 

Furthermore, even the choices as to which positions to open and the ways to proceed 

are influenced by the types of supply as to financial and human resources, i.e. the 

access to funds from VCs and business angels and to software professionals with en-

trepreneurial skills.  

However, it is possible to note how many of these technical aspects raised by the 

interviewees ultimately rest on institutional foundations. Technologies are always in-

fluenced and actually molded by the goals and needs in societies. Further, the supplies 

of financial and human resources are subject to government regulations and political 

decisions. For example, the munificence or scarcity of financial capital provided by 

VCs and business angels depends both on the type of regulations and on the type of 

financial culture characterizing Silicon Valley and Stockholm. In a country like Swe-

den, banking logic tends to play a dominant role. This cultural component may explain 

why the Swedish VC industry has followed a certain type of evolution and has played a 

role which may differ from that played by their colleagues in Silicon Valley, where VCs 

and business angels tend to be the natural point of reference when it comes to financ-

ing start-ups in general (Berggren and Silver 2010). At the same time, whether the la-

bor market for software start-uppers in Silicon Valley and Stockholm is tight or loose 

may indeed be affected by the type of entrepreneurial or non-entrepreneurial culture 

characterizing these two geographical areas. This in its turn can push individuals to-

wards certain forms of work, e.g. self-employment vs. employment, or to a type of 

work culture supporting employment in smaller instead of larger corporations.  

In other words, the evidence produced by the interviews is consistent with that 

emphasized by institutional scholars: a distinction between the technical and institu-

tional characteristics of organizations‟ external environments may be analytically poss-

ible, but it can be deceptive since it neglects the fact that even the technical environ-

ment is in its turn affected by the institutional environment (Scott 1998). Although the 

presence of a resource environment on which organizations are dependent is evident, 

to single out such an environment as an independent structure would lead to difficul-

ties.  
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Moreover, the accounts of the interviewees as to their relationships with other 

software professional actors further the idea of the organizational field as a good con-

ceptual key to use in order to understand the way by which the matching of candidates 

to executive positions in software start-ups is socially and institutionally constructed. 

The concept of an organizational field can be applied to the framework provided by 

the interviewees in several ways, for example by involving the entire software industry, 

or the entire labor market for executives, or the labor market for technology start-

uppers. However, the analysis of the interviews renders it fair to consider the labor 

market for software professionals in general as an organizational field. This field is 

composed of entrepreneurs, directors, investors, executive candidates (coming from 

larger as well as smaller companies), professional associations, universities, competi-

tors, labor market intermediaries, and the state among others. 

Since the behavior of organizations in this field is demonstrated to be heavily 

guided by institutions, it is necessary to begin by briefly sketching the principal charac-

teristics of the institutional environment surrounding these actors. This sketch is 

somewhat rough as presenting all of the pressures affecting entrepreneurial and hiring 

behavior in two different geographical places or countries would require a much more 

extensive analysis than the one offered in this study. Furthermore, and most impor-

tantly, the very target of this study is to analyze, through an empirical investigation, 

those forces which may influence the behavior of key actors when recruiting and se-

lecting candidates to executive positions in software start-ups. For this very reason, it 

seems quite reasonable to limit the analysis as to the type of pressures characterizing 

the institutional environments in the two geographical areas only to those forces 

emerging in the interviews. 

5.2 The Institutional Embeddedness of Entrepreneurial Actors 

Existing scholarship has pointed to substantial national differences in how entrepre-

neurial actors and behaviors are institutionally influenced. These differences are be-

lieved to rest on the actions undertaken by states, governments, universities, profes-

sional associations, and in general, on the role played by culture (Bartholomew 1997; 

Hwang and Powell 2005).  

In order to better understand the way in which entrepreneurial activity and en-

trepreneurial actors are differently affected by the national institutional environment, 

and the different pressures composing it, I begin with Scott‟s definition of institutions 
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as consisting of “cognitive, normative and regulative structures and activities that pro-

vide stability and meaning to social behavior” (Scott 1995: 33) and relate this to entre-

preneurial behavior and activity. Starting with the regulative structure, this is a dimen-

sion of a country‟s institutional environment. It influences entrepreneurial activity 

usually in the shape of laws, regulations, and policies that “provide support for new 

businesses, reduce the risks for individuals starting a new company, and facilitate en-

trepreneurs‟ efforts to acquire resources” (Busenitz et al. 2000: 995). The normative di-

mension of a country‟s institutional environment in the domain of entrepreneurship is 

instead given by the entrepreneurial culture and standards promoted and spread by 

professional groups, schools, universities and research centers (DiMaggio and Powell 

1983).171 Finally, the cognitive dimension of the institutional environment as related to 

entrepreneurship has been recognized by previous studies as comprising the know-

ledge and skills possessed by the individuals in a country pertaining to establishing and 

operating a new business (Busenitz and Barney 1997; Lau and Woodman 1995). For 

instance, knowledge about how to start a new business in some countries may be 

widely dispersed while in other countries, individuals may lack the knowledge neces-

sary to understand even the most basic steps required to start and manage a new or 

small business (Busenitz and Lau 1996).  

According to Scott‟s definition of institutions, in fully institutionalized environ-

ments these three dimensions or pillars work together and interact with each other in 

order to sustain a certain type of behavior (Scott 1995). However, previous studies 

focusing on the way in which the cognitive, normative, and regulative dimensions of 

institutional environments support entrepreneurial behavior show considerable varia-

tions among the different dimensions. Consequently, in countries in which one di-

mension fully encourages entrepreneurial activities, the other two dimensions may not 

offer the same level or the same kind of support (Busenitz et al. 2000). In particular, in 

                                                 
171 Some scholars are quite critical towards this definition of a normative dimension because it is con-
sidered too limited. In particular, critiques argue that the normative dimension as intended by Di-
Maggio and Powell restricts normativity to “professional endorsement” while at the same time it 
marginalizes “the sorts of broader societal norms and values that have been seen as important since 
Weber” (Deephouse and Suchman 2008: 53). As a matter of fact, certain studies have more widely 
defined the normative dimension as the degree to which a country‟s residents admire entrepreneurial 
activity, value creative and innovative thinking, and judge as normal or morally correct the setting up 
of a new business (Busenitz and Lau 1996; Knight 1997; Tiessen 1997; Suchman 1995). However, 
my analysis embraces the more strict new institutional definition of normative dimension, i.e. the one 
formulated by DiMaggio and Powell (1983). 
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a study carried out by Busenitz et al. (2000) on different types of national institutional 

support for entrepreneurship, Sweden was found to be institutionally characterized by 

a strong regulative dimension but by a weak normative and cognitive one. In contrast, 

entrepreneurial activity in the US was found to be strongly supported normatively and 

cognitively but somewhat weakly on a regulative plan.  

This divergence as to the type of institutional support characterizing the US and 

Sweden is also confirmed, at least as to the industry segment of software start-ups, by 

the fieldworks conducted in Silicon Valley and Stockholm. Before entering into an 

analysis of some of the specific features of the US and Swedish institutional environ-

ments, it may be interesting to mention some previous Swedish and US studies pro-

viding an institutional explanation to this phenomenon by looking at how the different 

dimensions interact with each other.  

In particular, these studies show that a unitary and top-down system of regula-

tions, namely from the state to the rest of society, may hinder institutional entrepre-

neurship and dampen agency by actors located in the normative sphere where, for ex-

ample, universities and professional groups are located. In their turn, the latter may 

then not have sufficient strength to influence the cognitive dimension. On the other 

side, a fragmentary and bottom-up system of regulations, where the state directly em-

powers professional groups, schools, and research centers, can instead give rise to 

forms of agency and in some cases of institutional entrepreneurship. Consequently, 

organizations located in the normative sphere becomes mediators between the needs 

of the market and those of society in general, and in the end influence the regulative 

dimension (Dobbin and Sutton 1998; Henrekson and Rosenberg 2001; Brundenius et 

al. 2008; Berman 2008). The mechanisms highlighted by these authors indeed may be 

important in order to understand the formation of openings towards agency in differ-

ent institutional environments. These processes cannot really be confirmed nor dis-

missed by the evidence produced in this investigation, with the latter not focusing on 

entrepreneurial practices but only on the very matching practices of individuals to po-

sitions in entrepreneurial ventures. However, these mechanisms may constitute an in-

teresting explanation for some observations made by the interviewees as to types of 

entrepreneurial and software cultures characterizing the two different geographical 

areas. Further, this may explain the formation of different interests and the undertak-

ing of different behaviors by entrepreneurial actors. 
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The University-Industry Link 

The above interpretation of a negative relationship among the different dimensions 

composing the institutional environment of entrepreneurship in the US and Sweden 

(strong regulative dimension versus weak normative and cognitive dimension and vice 

versa) is helpful for partially explaining that remarked by my Stockholm interviewees. 

Interviewees in Stockholm lament, first of all, the scarcity in Sweden of an entrepre-

neurial culture influencing the formation of start-up actors. Executive candidates, VCs, 

and founders are in different ways affected by this problem. Executive candidates are 

considered not possessing adequate entrepreneurial and commercial knowledge to 

supplement their engineering skills. VCs are criticized for lacking an entrepreneurial 

background to complement their financial knowledge. Finally, founders are depicted 

by the interviewees as not having an interest in becoming “serial entrepreneurs” but 

mostly considering the act of founding a start-up as a one-time experience. Among the 

reasons for this perceived weak start-up culture and the scarcity of serial entrepreneurs 

in the country, the Stockholm interviewees cite weak university-industry links, an “un-

friendly” tax system and a general state policy favoring larger companies as important 

factors.172  

On a regulative level, for a long time the Swedish state has been aware of the im-

portance of encouraging serial entrepreneurial activities in the country, for example by 

supporting relationships between university and industry. However, this state-based 

intervention as to building up ties between industry and university has, almost para-

doxically, been seen as discouraging these actors from taking spontaneous joint initia-

tives in this direction and instead producing a weak autonomous dialogue between the 

academic world, start-ups, and the VC community (Henrekson and Rosenberg 2001). 

This state intervention, other authors maintain, has instead promoted a privileged co-

operation of the university with larger companies when it comes to the commercializa-

tion of scientific discoveries, and with well-established banks as primary financing in-

stitutions (Brundenius et al. 2008; Berggren and Silver 2010).  

With the 1972 university reform and as seen in several government-

commissioned reports (SOU 1996a; SOU 1996b; SOU 1998), the Swedish state has 

strongly encouraged the university world to open up to the surrounding society, in 

particular by having closer relationships with industry and by becoming a role model 

                                                 
172 See, e.g., Chapter Three, Section 3.1 (Why Begin a Recruitment?). 
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in entrepreneurial behavior.173 Certain authors maintain that instead of empowering 

the organizations of higher education, the actual application of such government 

sponsored regulatory framework has led to the consequence that the state and its 

agencies often act as an intermediary mediating between the university and the de-

mands of the industry. Others point at the incapacity of the state as to implementing 

more clear measures and directions, (as done in Japan) in order to create these connec-

tions. This is, first of all, detectable in the design of academic programs.  

In Sweden, as well as in the majority of the European countries, universities are 

mostly public institutions and their organization traditionally has been fairly centra-

lized in terms of having the same organizational structure, of being tightly-controlled 

as to the financial state support, and, last but not least, of adopting the same educa-

tional models (Ekholm 2004; Owen-Smith et al. 2002). This reference to a unique cen-

ter (the state) as to the structure, financing, and content of teaching, has as a first con-

sequence slowed down the pace in shaping new educational programs and in adapting 

the latter to the stimuli coming from the industry. For example, an analysis was recent-

ly conducted in Sweden about the slow response by universities to the requests of in-

dustry as to educating more electronic engineers and computer scientists between the 

80ies and the 90ies. As one of the findings, the authors reveal how the roots of the 

difficult relations between university and industry was not to be traced back to a low 

interest from the students but instead to the lack of agility and flexibility on the behalf 

of the Swedish higher educational system in organizing its response to the signals 

coming from industry (Jacobsson et al. 2001). 

On the same path, degree requirements in Sweden, as in most European coun-

tries, are typically formulated as fixed programs in a centralized way rather than as a 

flexible accumulation of requirements and credits, as in the US. Consequently, it may 

                                                 
173 The state-driven opening up of higher education towards industry has been recognized in Sweden 
as leading to at least seven general forms of university-industry cooperation. Forms of industry con-
sulting provided by university personnel; research projects commissioned and financed by companies 
for commercial reasons; research institutes (and similar organizations) jointly run by universities and 
private industry; creation of firms for commercial exploitation of university-driven (or jointly driven) 
research; financial, legal, and advisory aid to research-based firms and to individual researchers (e.g. in 
patenting or licensing issue or in order to commercialize the knowledge and research results pro-
duced within the academic milieu); subsidizing by an outside firm (or various employers‟ associa-
tions) of university staff (e.g. adjunct professorships) as well as hosting of doctoral studies by indus-
trial labs; contact secretaries employed by the university and acting as mediators with small/medium 
sized firms (Henrekson and Rosenberg 2001). 
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be difficult in Sweden for instance to educate engineering students to possess simulta-

neously business knowledge, i.e. with a more interdisciplinary curriculum. Further, 

new fields of study as a direct response to market demands tend to be more difficult 

to organize in centralized systems (Etzkowitz et al. 2000; Owen-Smith et al. 2002).  

Operating in this educational environment, it then becomes quite understandable 

why the Stockholm interviewees not only complain about the difficulty in finding en-

gineers with business and entrepreneurial knowledge. Their answers also reveal a gen-

eral skeptical attitude towards the importance of educational credentials in CVs, as-

suming that engineering programs are all the same, i.e. they provide general technical 

skills, but are pretty insignificant when it comes to more specific or multidisciplinary 

knowledge.174 Instead, interviewees think that only experience can make a difference in 

knowledge among candidates. 

The US educational system instead is structured in a widely decentralized manner 

with a mixture of private and public universities that rely on diverse funding sources 

running from state to federal and private agencies. High competition between public 

and private universities for research support and funding is considered as a trigger for 

the shaping of market driven fields of study and flexible curricula (Owen-Smith et al. 

2002). The educational backgrounds of Silicon Valley interviewees show, for example, 

how the undertaking of an interdisciplinary curriculum is very frequent. In particular, 

the combination of courses from both the business and engineering schools is almost 

the norm in order to achieve knowledge on the economic, technological and manage-

ment aspects of commercializing new engineering ideas. However, and most impor-

tantly, especially in the Silicon Valley, the connections of colleges and universities to 

local companies always have been very strong and characterized by a high degree of 

cooperation in order to be responsive to the others‟ needs. Exemplary in this sense is 

the fact that during the 70ies, many colleges in Silicon Valley came to agreements with 

local technology companies in order to teach private courses to their employees. In 

their turn, the companies provided industry consultants in order to help colleges de-

velop their curricula in electronics as more in line with the needs of the market. On 

top of that, in those same years, many executives started to work as part-time teachers 

in Silicon Valley universities (Saxenian 1996).  

Another critique directed by the Swedish literature at the university world con-

sists in the fact that its general policy has been to give a privileged path to the com-

                                                 
174 See, e.g., Chapter Three, Section 3.2 (Which Positions to Fill?). 
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mercialization of academic discovery through large companies. In this way, Swedish 

universities have not been able to create enough spinoff companies (in particular in 

the shape of start-ups), as has been (and still is) the case in Silicon Valley and not been 

able to develop in general collaborations with start-ups (Granstrand and Alänge 

1995).175 When looking at the source of this Swedish preference for larger and well-

established companies as the channels for commercializing academic inventions, one 

most likely must go back to the way government in Sweden has traditionally regulated 

patenting rights (Wolk et al. 2002). Although offering legally intellectual property rights 

to single staff members as to their discoveries, the legal protection does not envision 

as possible departments and universities as a whole as beneficiaries.  

Already through a 1949 Act (Act 1949: 345, Act on the Rights of Employees‟ In-

ventions, in Swedish Lag om rätten till arbetstagares uppfinningar, LAU), Swedish universi-

ties were granted the so-called “teacher exception” (in Swedish, lärarundantaget): while 

the general rule assigns to the employers the patent rights for the employees‟ inven-

tions, when it comes to the academic world the single faculty members are considered 

the owners of the patent rights as to their scientific discoveries (LAU, article 1, para-

graph 2). Due to this specific regulation, the university as a body has then not had any 

direct legal and/or economic benefit from the technology transfer to the commercial 

sector. Furthermore, as also emphasized in a government report (SOU 1996a), the at-

tribution of patent rights to single faculty members has created a sort of peer pressure 

inside departments of an anti-entrepreneurial character: faculty members have become 

less open towards their colleagues about their contacts with the industry and, in this 

way, also less active in spreading a culture of entrepreneurship around them in the 

academic environment (Henrekson and Rosenberg 2001). 

The role of the university as an entrepreneurial actor has been further dampened 

by the fact that the Swedish state has from 1994 directly assumed an important me-

diating role through seven broker agencies, the so-called “Technology Bridging Foun-

dations” (in Swedish, Teknikbrostiftelser), which are present in major university regions. 

One of the tasks of these state agencies has been to help universities, small enterprises, 

and individual inventors commercialize the results of their research and development 

activities, for instance by offering assistance in the patenting process or by matching 

                                                 
175 According to Granberg and Jacobsson (2006: 323), the problem of the Swedish academic sector is 
that it works “mainly with problems derived from intra-scientific concerns, rather than from the ex-
pressed needs of industry: this is a barrier to growth that is exacerbated by a large gap between aca-
demia and industry.” 
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them up with venture capital funding (Göktepe 2006).176 In addition, other state-based 

foundations, such as for instance the “Foundation for Knowledge and Competence 

Development” (in Swedish, Stiftelsen för Kunskaps- och Kompetensutveckling) have been es-

tablished with the specific goal of improving the university-industry interface. Howev-

er, in a study of commercialization at Chalmers University, one-third of the individuals 

who had experienced commercialization through these structures found it very diffi-

cult to obtain support. This is clearly indicated by RRV (2001) and VINNOVA (2003) 

which point to problems that need attention, such as additional information about 

how to commercialize, greater clarity from university leaders about the usefulness of 

commercialization, more seed funding and better support as regard patenting.  

In the US, universities as a body are enabled to cover the inventions developed 

under federal funding with intellectual property rights, and in this way are granted the 

legal possibility of commercializing such innovations (Mazzoleni and Nelson 1998). 

Previous literature shows that the road to commercial exploitation of university re-

search has followed different institutional patterns in the US compared to that seen in 

Sweden. Although many identify patenting practices in the US as directly enhanced by 

regulative forces, such as through the Bayh-Dole Act of 1980, some scholars stress 

how the commercialization of academic discovery in the US has been institutionalized 

through the mediation of normative forces. In particular, it is maintained that patent 

administrators working in universities started to simplify the university patenting of 

research out of a market based necessity: to transfer university inventions from the 

laboratory to the market through more efficient practices (Mowery and Sampat 2001; 

Berman 2008). The way in which this community of professionals reached their goal 

was through actively sharing knowledge with small business about how to patent and 

license university inventions and eventually seeking the sponsorship of Senators Dole 

and Bayh to change government patent policy.  

As a result, US universities started to develop contractual arrangements for 

“profit sharing” between individual faculty researchers, their departments, and the 

central university. Universities also set up their own Office of Technology Transfer. 

These offices, operating on a fully commercial basis with staffs of lawyers, technology 

                                                 
176 It is worth noting how in some cases the Swedish state directly provides financing to high-tech 
firms, e.g. through the Swedish Agency for Economic and Regional Growth (in Swedish, Tillväxtver-
ket) or, until 2007, through the now defunct Swedish National Board for Industrial and Technical 
Development (NUTEK). 
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specialists, marketing specialists and accountants, facilitate the commercial exploitation 

of potentially valuable research findings.  

Before proceeding with the analyses of the interplay among different dimensions 

of the institutional environment in which hiring actors are embedded in a pattern simi-

lar to the one presented for the entrepreneurial environment, some words should be 

said about two other factors considered relevant by interviewees in Stockholm and 

Silicon Valley as influencing entrepreneurial behavior in these two geographical areas: 

the relationship between a state system and entrepreneurship and the link between a 

country‟s tax system and entrepreneurship.  

The Relationship between a State System and Entrepreneurship 

As already pointed out under Part II, one of the main hinders for many executives ac-

cording to several Stockholm interviewees as to jumping onboard a software start-up 

is the very typical preference for a more secure working life instead of a risky enter-

prise with higher profits such as start-ups can be. This secure income-culture, created 

by the existence of a welfare state for decades, is identified by the hiring actors as one 

of the main obstacles leading to their difficulties in attracting young talents coming out 

from the university or experienced executives working in larger companies.177 Sweden 

is a welfare state and, based on this general political shape, tends to be quite generous 

in providing a series of benefits to employees, e.g. unemployment insurance, income-

dependent pensions, sickness and parental leave benefits. This is actually a typical fea-

ture of many welfare states: the construction of an economic safety net for employees 

somehow guaranteeing them that they will always have a certain income from former 

or actual employment.  

For some authors, these economic guarantees must be considered as an impor-

tant factor in dampening individual motivation for opening a new path alternative to 

the traditional employment based on salary, e.g. as self-employed in a start-up (Storey 

1994; Lindbeck 1997). The existence of a security net of economic expectations, these 

authors continue, not only can explain the basic reasons why in Sweden the vast ma-

jority of individuals, at least if compared to the US, prefer to be employees than self-

employed.178 This sense of economic security among (former, actual, or future) em-

ployees can also account as a main motive for the Swedish rate of “necessity based 

                                                 
177 See, e.g., Chapter Three, Section 3.4 (Where to Recruit?). 
178 See Introduction. 
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entrepreneurs” being so low, at least as portrayed in the GEM 2007 (Bosma et al. 

2008).179 As explained by Storey (1994), different countries‟ regulative pressures may 

determine two typologies of entrepreneurs, i.e. opportunity-based and necessity-based 

entrepreneurs. The Swedish welfare state and its offering of an economic safety net 

then would be accountable as a major reason why at least necessity-based entrepre-

neurs seem to be a pretty rare species in the country. In other words, as pointed out by 

Lindbeck (1997), the economic security offered in Sweden makes it so that individuals 

who are between jobs (or who have not yet started to work) are somehow not pushed 

by economic necessity into finding alternative solutions to regular employment, for 

instance as building up a software start-up (Lindbeck 1997). 

The answers provided by the Stockholm interviewees somehow confirm the per-

ceptions of a negative relation between an economic safety guaranteed by the welfare 

state and the growth in Sweden of an entrepreneurial spirit favorable to the creation of 

new (and risky) software start-ups. Many of the key actors interviewed in Stockholm 

have often emphasized how many candidates clearly signal a low propensity for taking 

risks and the importance they attribute to the welfare benefits (e.g. in terms of parental 

leaves and vacations) connected to the executive position for which they have applied.  

The Relationship between a Country‟s Tax System and Entrepreneurship 

Interviewees in Silicon Valley and in Stockholm further point at a country‟s tax system 

as an important element for spreading a culture of entrepreneurship and producing the 

phenomena of serial technical entrepreneurship. “Favorable” taxes upon start-ups, 

think interviewees, produce wealth among entrepreneurs and, as a consequence, allow 

the creation of wealthy founders that can later on reinvest their fortunes in a serial pat-

tern of actions and eventually become tomorrows‟ VCs and business angels, guiding 

and helping young founders with their past experiences, as the Silicon Valley case in 

particular demonstrates.180  

It should be stressed, however, that while the entrepreneurial literature is quite 

unanimous in considering the university-industry relations as crucial for spreading a 

culture of entrepreneurship and the creation of serial high-tech entrepreneurship, 

when it comes to other elements, such as tax-systems, the positions of these scholars 

                                                 
179 See Introduction. 
180 See, e.g., Chapter One, Section 1.1 (Why Begin a Recruitment?) and Chapter Three, Section 3.1 (Why 
Begin a Recruitment?). 
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seem to be more cautious or at least more differentiated (Moore 2004; Gordon 1998). 

In general, the topic of tax policy has been widely discussed in the entrepreneurial lite-

rature. In particular, the latter has focused its attention on four major types of taxes: 

income taxes, corporate taxes, capital gain taxes, wealth taxes (e.g. Gentry and Hub-

bard 2003).  

When it comes to income taxes, the highest marginal tax rate (federal tax) in the US 

for the years 2003-2009, was 10% for the lower bracket and 35% for the top bracket. 

In the same period, the marginal tax rates in Sweden have been almost three-times 

higher (28.89%) for the lower income bracket and much heavier (59.09%) for the 

higher income bracket. Given the difference in income taxes between the US and 

Sweden, the following question naturally arises: do incomes taxes really matter when it 

comes to serial entrepreneurship? The existing literature on this topic is dominated by 

American scholars and, already from a first look, it appears that through the years, 

they have taken very different stances as to the relationship between income taxes and 

rate of entrepreneurial activity in a country. The majority of the earlier studies based 

on time series and cross-sectional analysis show a positive relationship between the 

level of taxes on employment income and the rate of entrepreneurs. In other words, 

the probability of becoming an entrepreneur in the US tends to increase in the pres-

ence of an increasing taxation of employment income (Blau 1987; Carson 1984).  

However, such a positive relationship has more recently been heavily questioned. 

In particular, a part of the business scholarship has presented conflicting evidence ac-

cording to which an increase in taxes on income from employment actually leads to a 

lower rate of individuals choosing the path of opening their own businesses (e.g. Bruce 

and Mohsin 2006). Moreover, as pointed out by some Swedish scholars (e.g. Hansson 

2008), the usual positive relations between taxes on income from employment and rate 

of self-employment, even if existing, has to do with the specific way in which the 

American tax system is in general constructed.181 Due to the local character of such a 

                                                 
181 It is worth noting that in the US generally, it is possible for a person to affect his or her own taxes 
by choosing ex post (i.e. after knowing whether the company has been profitable or not) the organiza-
tional form in which he or she works. If the company has registered a loss, there is the possibility of 
choosing to be taxed as an employee and the individual can therefore set off the loss with the high 
taxed earnings. In case the company has instead registered a profit, one can choose to be taxed as a 
company at a low corporate tax (the lowest level being currently the 15% of the profits). As a result 
of this possibility offered by such a tax system to individuals, one can easily infer that in the US, the 
climate is in general more favorable to becoming an entrepreneur because the value of avoiding in-
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positive relation, the critiques conclude that it then is quite difficult to carry on a gen-

eral argument (i.e. also valid outside the US taxation environment) based on the rela-

tionship between taxation of income from employment and the rate of entrepreneurs.  

This reference to the specific nature of the US tax system may also be one of the 

fundamental reasons why, when it comes to the Swedish literature, few studies have 

analyzed the relationship between the tax system targeting income from employment 

and the propensity to entrepreneurial behavior. On top of this lack of literature, one 

should also add that the few studies dedicated to the argument present a fairly homo-

genous picture of a negative relation between taxes on income from employment and 

the rate of self-employment in Sweden (Fölster 2002; Hansson 2008).  

In particular, Hansson (2008) places emphasis on the fact that in Sweden, the tax 

system is more uniformly designed in relation to the way in which profits from auto-

nomous business activity (corporate taxes) and income from employment are taxed, 

when compared to the US system. Evidence shows, the author continues, that an in-

crease of tax on income from employment in Sweden is then not likely to have the 

same positive effect on self-employment as is (or has been) the case in the US. A poss-

ible interpretation of these data is that individuals operating businesses while working 

as employees are more driven into continuing their employment in order to avoid the 

taxes that they would otherwise pay if exclusively running a business.182 Nevertheless, 

the argument produced by the few Swedish authors that have tackled this issue is that 

high taxes for employees mean that possible future founders are left with less wealth 

to invest in start-ups, especially during the very first years, i.e. a time critical for decid-

ing the survival or demise of a new business enterprise (Hansson 2008; Henrekson 

and Rosenberg 2001). 

Corporate taxes are those taxes paid by a corporation based on the profits generat-

ed. In Sweden, corporate taxes recently are fairly low (compared with other European 

countries and the US), 28% from 1994 until 2009 when they were further decreased to 

26.3%. In the US, corporate taxes currently vary from a minimum of 15% to a maxi-

mum of 35%, although at times the maximum has reached 40%. The relationship be-

                                                                                                                                                              
come taxes increases if one makes a profit (which then is taxed at a lower corporate tax rate) while 
the value of offsetting a potential loss for high rate of earnings increases (Hansson 2008). 
182 Even if still keeping their status as employees, it is reasonable to imagine that a higher tax burden 
upon income from employment will increase the incentives for employees to perform certain servic-
es as self-employed; in this way, they will have greater opportunities to influence the tax burden and 
the net return of their work (Hansson 2008). 
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tween corporate taxes and the level of entrepreneurial activity in a country does not 

appear to have received so much attention in the scholarship, at least not when com-

pared to other types of taxes. A plausible reason for this is given by scholars in Swe-

den. The latter emphasize that while such a tax may be relevant for already established 

activities, and for attracting foreign investors, it does not play an important role when 

an activity has to be set up. Therefore it is difficult to measure the way by which this 

tax may affect the rate of self-employment (e.g. Andersson 2010). In the same vein, 

American scholars have produced contradictory results when measuring the way in 

which corporate taxes may affect risk-taking behavior in a country, coming to the re-

sult that no clear patterns can be displayed (e.g. Cullen and Gordon 2007).  

When it comes to capital gain taxes in the US, these were 15% for the highest in-

come tax brackets and 5% for those in the lowest two income tax brackets during the 

period of 2003-2007. However, beginning in 2008, the level of taxation on long term 

capital gains for the lowest income bracket has been reduced to 0%.183 During the 

same period, Swedish corporate and capital gain taxes have remained at the level of 

around 30% on realized capital income. The issue faced by the literature consequently 

is whether higher or lower capital gain taxes can have a tangible impact on the birth of 

new entrepreneurial activities. In this respect, it is possible to observe how scholars 

have specifically focused on how such types of taxes affect the availability or quality of 

venture capital, i.e. how capital gain taxes can somehow influence the input of new 

blood into start-ups, allowing them to survive and grow to full-fledged and well-

established enterprises. On this issue, the scholarship studying this phenomenon in the 

US tends to spread in two main opposing camps. On one side, scholars like Gompers 

                                                 
183 It is worth noting that taxation on revenues from entrepreneurial activities (or profits) was very 
high in the US up until the late 70ies-early 80ies. In particular, the US Congress increased the maxi-
mum tax on long term capital gains from 28% to 49% of the capital gains with the 1969 Tax Reform 
Act. This decision had a devastating effect on the amount of financial resources available for venture 
capital, since the tax incentive to invest in new companies was greatly diminished. However, due to 
lobbying by Silicon Valley and high-tech firms elsewhere Congress changed its policy and diminished 
the maximum capital gains tax back to the original 28% with the 1978 Tax Reform Act. In order to 
further increase the flow of financial resources to business enterprises, a decision was also taken by 
the US Department of Labor in order to allow pension funds to be invested as venture capital. In 
1981, Congress further decreased the maximum capital gains tax to 20 % and no tax is paid until the 
underlying shares are sold (Herbig and Golden 1993). As a result of all these new policies, already by 
the end of 1982 one could observe how new private capital committed to venture capital firms was 
1.4 billion dollars total, i.e. almost eight times the amount of the twelve prior years (Rogers and Lar-
sen 1984). 



263 

 

and Lerner (1998) state that an important factor justifying the relevant growth of the 

VC industry in the US was just given by the decrease in capital gains taxes. This ma-

neuver, these authors continue, enhanced the demand for venture capital financing 

since more individuals felt encouraged to become entrepreneurs.  

On the other side, authors like Keuschnigg and Nielsen (2002) found instead that 

in contrast, it is an increase of capital gain taxes that maneuvers an increase in the sur-

vival statistics of start-ups. According to these scholars, it is true that an increase of 

capital gain taxes diminishes the involvement of VCs in the start-ups in terms of con-

crete financial investments. However, continue Kreuschnigg and Nielsen, VCs are still 

(if not more) involved in the formation of new businesses, but this time more as “ad-

vice providers.”184  

As to Sweden, some scholars find the heavy taxation imposed by the Swedish tax 

system on capital gain taxes particularly problematic, especially when it comes to active 

owners of firms not listed on a stock exchange. For example, in the cases of business 

angels taking an active part in those start-ups in which they invest, all the dividends 

above 9 % are taxed as wage income (i.e. to an extremely high rate), and half of the 

capital gains are also taxed as wage income and not as capital income. Following the 

same policy, the income of the general partners in VC firms is taxed as wage income. 

As a consequence, the high rates of taxation of high-tech entrepreneurs, general part-

ners of VC firms, owners of VC firms and business angels have resulted in a substan-

tial reduction in the after-tax return of investments made in software start-ups, discou-

raging in this way a larger flow of financial capital into this industry segment (Henrek-

son and Rosenberg 2001).  

Finally, when it comes to wealth taxes, one can notice on its face that today‟s situa-

tion is more or less the same in Sweden and in the US, i.e. there are no wealth taxes 

affecting the opening of new business enterprises. However, taking a broader perspec-

                                                 
184 As a proof of their claim, almost paradoxically, these authors present numbers showing how, after 
the increase of the capital gain taxes, the actual amount of entrepreneurs in the economy has dimi-
nished. At the base of this conclusion is the observation that the VC advice is still strongly if not 
even more used by founders since they are costs still deductible from taxes on the capital gains of the 
start-ups. Being then heavily advised by the well-experienced financial investors, conclude Kreusch-
nigg and Nielsen (2002), start-ups then have a higher rate of survival and this beneficial effect, in the 
long run, diminishes the need of more entrepreneurial ventures to be started up. Even when endors-
ing this interpretation, however, it can be easily observed how for these scholars, the decrease in 
capital gains taxes in the US seems to also have contributed to a smoother and stronger process of 
start-up formation. 
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tive, it is possible to see how the historical background (still producing certain effects 

today) is fairly different.  

While wealth taxes have generally never been imposed in the US, Sweden had 

this type of tax up until 2007. Both systems tax the ownership of real property (as sep-

arate from any wealth tax). Before 2007, for many years the Swedish state taxed the 

ownership of certain tangible assets exceeding SEK 1.5 million (around USD $ 

240,000) for single individuals at the rate of 1.5%, or 2 million Swedish crowns 

(around USD $ 310,000) for the combined tangible assets of married couples. As to 

tangible assets taxed as wealth, this included 100% of any fixed income assets, around 

75% of the market value of owner-occupied housing and 80% of the market value of 

listed shares; however the tax included neither assets in businesses or shares on an O-

list (Hansson 2008).185 

According to the interviewees in the Stockholm fieldwork, the wealth tax, and its 

targeting in particular of investors‟ capital gains, has been one of the major factors 

creating an environment restrictive to the formation of a phenomenon of serial entre-

preneurship. While this consideration may be correct for the past, it is difficult to pre-

dict whether the recent abolition of the wealth tax will somehow in the near future 

change the attitude of Swedish investors towards software start-ups. It is however 

worth stating that, when looking at the business literature as to this issue, many scho-

lars support the idea that the way in which wealth taxes are regulated actually influences 

the rate of entrepreneurs and business angels in a country (e.g., Blanchflower and Os-

wald 1998; Davidsson and Henrekson 2002; Evans and Leighton 1989; Evans and Jo-

vanovic 1989; Holtz-Eakin et al. 1994; Johansson 2000; Lindh and Ohlsson 1996). In 

particular, a considerable number of these authors present substantial scientific evi-

dence supporting the idea that the wealth position of an individual has important ef-

fects both as to the probability of becoming an entrepreneur and as to his or her pro-

pensity to expand an already existing entrepreneurial activity. At the same time, the 

data provided by these authors also supports the assumption that a more unequal 

wealth distribution tends to co-vary positively with the share of self-employment 

(Gentry and Hubbard 2004; Bruce 2000).  

                                                 
185 The O-list, over-the-counter listing, was one of two categories of companies listed on the Stock-
holm‟s exchange market, the other being the A-list. While the latter included the larger and more 
“stable” companies, the O-list contained companies regarded as not fulfilling all the requirements for 
being properly quoted on a stock-exchange market. Today both lists are joined under the single Nor-
dic-list. 
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5.3 The Institutional Embeddedness of Hiring Actors  

One of the theoretical aims of my study has been a deeper analysis of the interplay 

between the three dimensions comprising the institutional environment surrounding 

start-ups, the regulative, normative and cognitive dimensions. This is in order to un-

derstand during the matching of candidate to executive positions in start-ups, the ways 

in which these three dimensions are interrelated to each other, as well as through 

which mechanisms they influence and are influenced by organizational practices.186 

As in the case of entrepreneurial dynamics, even in the case of hiring dynamics 

the existing scholarship has detected mechanisms according to which a unitary and 

insulated regulative system, such as is the case in many European countries, leaves no 

space for reinterpretations by actors –as employers and intermediaries - located in the 

normative sphere, with the regulative system then directly affecting the cognitive di-

mension, i.e. without normative intermediation, in a more top down fashion (Dobbin 

and Sutton 1998).  

On the contrary, a regulative dimension generally characterized by fragmentary 

and ambiguous mandates, as in the US, where in particular the terms of legal com-

pliance (or, in other words, legal “constraints”) are quite unclear, is considered one of 

the fundamental factors capable of triggering an active response at a normative level 

(Edelman 1992; Dobbin and Sutton 1998). In particular, actors working in this sphere 

(e.g. HR departments, professional groups, and intermediaries) feel empowered to 

create practices to “develop rationales for those compliance solutions” (Dobbin and 

Sutton 1998: 442). Further, and as to the nature of such practices developed internally 

by the organizational actors, these rationales tend to be efficiency based and business 

oriented.  

Beginning from these findings, it is then possible to (at least partially) explain 

some of the mechanisms detected in both the Silicon Valley and Stockholm field-

works. In particular, the framework sketched by Dobbin and Sutton (1998) allows for 

a clarification of some of the reasons behind the differences in the strategic behavior 

undertaken by the Silicon Valley interviewees, clearly operating in an environment 

characterized by many and somehow complex employment legal provisions, from the 

more relaxed attitude generally endorsed by their Swedish colleagues, operating in 

more unitary and simple regulative frameworks.  

                                                 
186 See Introduction. 
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If one observes the regulative dimension in the US, one can immediately detect 

that, due to the federal form of state adopted in this country, there are actually two 

different levels at which legal regulations operate (often in a quite multifaceted and 

intersecting way): the federal and state levels. Moreover, the panorama is further com-

plicated by the other major characteristic of the US legal system in general, i.e. its re-

liance more on the law of the Courts (i.e. judicial interpretation) than on the law of the 

politicians (i.e. statutory law) for the resolution of many legal issues. This fragmentary 

and sometimes unclear character of the employment legal regulation is plainly tracea-

ble in the answers provided by the Silicon Valley interviewees, most of all when ex-

plaining the selection phase of the hiring process. During this phase, the interviewees 

clearly signal in their answers their difficulties when navigating through several and 

complicated legal mandates and provisions, in particular those related to discriminato-

ry behavior and invasion of privacy. However, even in the recruitment phase, the hir-

ing actors present a certain discomfort in operating in an environment where the 

complex intersection of employment laws and business laws often creates difficulties 

with respect to their actions. For example, ESFs often have to reinvent their functions 

in the recruitment process, shifting from the traditional role of searchers to the one of 

scapegoats and buffers, so as to serve the needs of the employers in particular when 

facing possible lawsuits for negligent or discriminative hiring.187 

In Sweden, the picture as to the legal regulations of the hiring process is fairly 

different. From the general legal perspective, one should consider that Sweden is not a 

federal state, i.e. the legal regulation takes basically place at only one level and this is 

the state level (EU law aside). Moreover, due to several historical, political, and legal 

cultural reasons, the Swedish judiciary tends to have a more passive role in relation to 

the statutory (and in general state-originated) provisions: judges in Sweden tend to 

perceive their role (and act accordingly) as applying (and not interpreting) the legal 

regulations produced by public bodies. These considerable differences with the US 

legal context are mirrored in the answers provided by the Stockholm interviewees. The 

more simple and unitary way in which the legal provisions work in Sweden has a major 

effect upon the hiring actors operating in Stockholm. My interviewees for example 

tend to undertake a less strategic behavior, in comparison to their American counter-

parts, as to the legal regulations. For example, in Stockholm ESFs usually play only the 

                                                 
187 See, e.g., Chapter Two, Section 2.1 (Which Selection Methods are Used?). 
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more orthodox function traditionally assigned to them, i.e. they bridge unconnected 

parties and guarantee that neutral processes will take place.188  

Aside from these fairly general comparative considerations as to the legal con-

texts, one can detect when looking at the interviews how there are two main institu-

tional topics related to labor market dynamics in Silicon Valley and Stockholm: a cul-

ture of labor mobility and a culture of anti-discriminative behavior. 

A Culture of Labor Mobility or Stability 

Starting with the first, i.e. the culture (or degree) of labor mobility, Silicon Valley inter-

viewees describe their region as characterized by high executive mobility. This feature 

renders searches for new executives in software start-ups at the same time easy, be-

cause of the high availability of potential candidates on the labor market, but also 

somehow difficult, because in the recruiting process the key hiring actors also have to 

take into consideration the future difficulties of retaining the new executives in the 

same workplace for a long period.189  

Saxenian (1996) traces the origins of the openness and mobility of the Silicon 

Valley business environment, and indirectly of executive mobility, to the history, geo-

graphy and culture of the region. Historically, the initial homogeneity of the founders 

of Silicon Valley (all white men in their early twenties and often Stanford graduates) 

and their common challenge (opening up unexplored technological spaces) created a 

technical culture that transcended the idea of firm and was more focused on the idea 

of a mission to be realized, regardless the firm to which they belonged. Geographical-

ly, Saxenian continues, the narrow area in which Silicon Valley is located contributed 

to the development of a dense industrial agglomeration and minimized physical dis-

tances, favoring then not only communication among enterprises but also the moving 

of personnel from one to the other. Finally, the author concludes, the openness and 

mobility can be rooted in the particular culture distinguishing Silicon Valley: founders 

and newcomers operating in a region which lacked the constraints of having prior in-

dustrial traditions. Therefore, the software business people had the possibility to create 

a new business culture from scratch, a culture which in this case was characterized by a 

freedom to experiment with technology as well as with organizational forms (Saxenian 

1996: 30). 

                                                 
188 See, e.g., Chapter Three, Section 3.5 (How to Recruit?).  
189 See, e.g., Chapter One, Section 1.3 (Where to Recruit?).  
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Silicon Valley‟s high rate of mobility is moreover believed to be facilitated by the 

presence of the many matchmakers, i.e. business actors who from the very beginning 

played a bridging role between the different parts of the Silicon Valley industrial 

community. In particular, the matching of candidates to positions in high-tech com-

panies is not only intermediated by the traditional figure of ESFs. Lawyers and VCs 

also here assume roles of somehow facilitating mobility, in particular by providing in-

formation about competing employers and prospective candidates (Saxenian 1996; 

Suchman 2000). However, as pointed out by certain legal scholars, the development of 

this extended typology of intermediation in Silicon Valley is in part a consequence of 

contradictory Californian legal regulations on the matter, often containing diametric 

messages (Gilson 1999).  

When it comes to the legislation on covenants not to compete, the regulatory legal re-

gime provided by the state of California is quite exceptional in the US legal landscape. 

Covenants not to compete are clauses written in employment contracts specifying that 

after employment termination, the individual employee may not work for competitors 

of an employer in a specified geographic region (usually corresponding to the employ-

er‟s market), often for a specified period of time. When it comes to these types of con-

tractual clauses, the legislative policies of the various states tend to be quite permissive, 

i.e. a substantial number of states permit restricted covenants not to compete in em-

ployment contracts. However, California law (both through legislation and adjudica-

tion) is one of the few states that has taken a very repressive attitude to such clauses 

by completely prohibiting them. Section 16600 of the California Business and Profes-

sional Code specifies that “every contract by which anyone is restrained from engaging 

in a lawful profession, trade, or business of any kind is to that extent void.” When it 

comes to the concrete application of this rule, the Californian courts have consistently 

interpreted Section 16600 as a prohibition against “covenants not to compete” (Filipp 

2005).This ban is considered an important factor that has strongly contributed to the 

evolution of the employee mobility culture in Silicon Valley and which has allowed the 

possibility for the employees (e.g. executives) to take into consideration (and also 

somehow stimulate) offers coming from other employers (Gilson 1999).  

However, as pointed out above, the Californian legal landscape on the matter is 

not as clear as it appears. A complication is created by the fact that according to an 

established case law, it is prohibited in California to “intentionally interfere” with the 
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relations between a potential candidate and his or her current employer.190 This means 

that the overt raiding of a company for its employees in California is considered as an 

unlawful way of competing on the labor market. Even if the Supreme Court of Cali-

fornia has explicitly pointed out that “intentionally interfere” does not include the 

mere soliciting or hiring, the very cautious position of the Silicon Valley‟s interviewees 

on the issue of stealing or poaching employees from other companies is more than 

understandable.  

In particular, my Silicon Valley interviewees constantly express in their answers 

the basic standpoint from which they evaluate the entire situation: stealing or poaching 

from a competitor is legally prohibited. Facing then these two opposite messages from 

the legal regulatory environment (the ban of covenants not to compete and the ban of 

overt raiding), hiring actors generally say they follow the safest path and therefore 

come into contact with potential candidates by using all the possible intermediaries 

available, both traditional ones such as ESFs and the less orthodox ones such as VCs.  

Moving the focus now to labor market mobility in Sweden, it is possible to ob-

serve how the willingness of Swedish employees to relocate to other areas or to other 

companies has traditionally been fairly low when compared to the US, despite some 

changes in the last decades (Oyer 2008; Nordström Skans et al. 2008; cf. Abowd et al. 

2008).191 Many factors can be included as reasons hindering a culture of high labor 

mobility; for example, just as for the low degree of self-employment, one could also 

relate low mobility to a culture that privileges a sense of security and well-being inside 

the same company more than searching out lucrative challenges (Oyer 2008; 

Nordström Skans et al. 2008).  

However, when asked for the motives as to the unwillingness of employees in 

Stockholm to move from one company to another, the interviewees point the accusa-

tory finger both at the low propensity for taking risks as well as to the Swedish retire-

ment system. The latter system is based on collective agreements, which according to 

Swedish law have the same force as statutory regulations. The interviewees explain 

that pension-related costs are regulated in such a way as to discourage executives from 

moving. In particular, executives have to fight in order to overcome the resistance by 

                                                 
190 See Supreme Court of California, Reeves vs. Hanlon, No. S114811 (August 12, 2004). 
191 This feature of low labor mobility is actually a common pattern for many European countries, in 
particular in relation to the US labor market. For example, Piracha and Vickerman (2002) have esti-
mated that on average mobility levels in the US are six times higher than those in Europe. 
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potential employers as to hiring older persons, opposition mainly due to the high 

pension contributions to be paid by the company until retirement.192  

Another factor believed by interviewees as creating friction in the mechanisms of 

labor mobility in Sweden is the LAS.193 As also pointed out by the Swedish scholar-

ship, one of the main principles of this act is the one of “last in first out,” i.e. the last 

person hired in a company should be considered (unless for exceptional circums-

tances) as the first one to be fired in case of dismissals caused by redundancy. This 

basic mechanism, scholars posit, should be considered as one of the factors further 

diminishing the labor mobility especially among experienced executives (in order to 

then avoid the risk of being the last in), which in turn prevents a possible spill-over of 

knowledge from large firms to entrepreneurial ventures (Henrekson and Rosenberg 

2001).  

Here it is important to stress that these few laws (namely on pension and dismis-

sal) offer a very limited support for the general hypothesis that non-mobility in Swe-

den is generated in the regulative dimension of the institutional environment. Howev-

er, though well-aware of this limitation, one should consider that these laws represent 

a clear example of the simple structure (e.g. as to the principle of “last in, first out”) 

and the unitary way in which regulations in Sweden are expressed. As a consequence, 

these examples may help understand why there has not been an urgent need for in-

termediary figures, both formal and informal, operating as facilitators for inter-firm 

mobility in Sweden. 

A Culture of Anti-discrimination  

Moving attention now to the second institutional topic related to the labor market dy-

namics affecting the recruitment and hiring of top executives, i.e. anti-discriminative 

behavior, here it is possible to observe, at least in the US context, how anti-

discrimination laws probably represent the most striking case of fragmentation of the 

regulative dimension. Consequently, the probability of a higher engagement and con-

                                                 
192 See Chapter Four, Section 4.2 (Whom to Select?). 
193 The Employment Protection Act (LAS 1982:80) contains the statutory provisions protecting 
workers in case of layoffs and dismissals. In particular, this statute regulates such matters as notice 
periods, temporary employment, notice of dismissal, and those types of employment terminations 
deemed lawful. It should be pointed out that these statutory provisions are mandatory, but certain of 
the provisions in the act may be derogated from through local or central collective agreements en-
tered into by the social partners. 
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tribution by actors operating in the normative dimension becomes even higher (Dob-

bin and Sutton 1998).  

Drawing from the fieldwork conducted in Silicon Valley, one can say that it is in 

the very area of (anti-) discriminatory behavior where my interviewees display real 

signs of litigation-phobia. This despite the fact that high-tech firms operating in Sili-

con Valley have been demonstrated to possess an unusually low degree of actual liti-

giousness (Friedman et al. 1989; Saxenian 1996; Gilson 1999; Suchman 2000).194 This 

particular fear of litigation is heavily depending on the way in which discriminative 

behavior is regulated in California. As seen in the previous chapters, the federal laws 

(Title VII of the Civil Rights Act of 1964, the ADEA of 1967) and the state laws (the 

FEHA) are described by the Silicon Valley interviewees as causes pushing employers 

and intermediaries towards the elaboration (and use) of specific screening and selec-

tion techniques, as résumés and behavioral interviews , in order to avoid potential legal 

repercussions.195 Most of all, the key hiring actors are quite unanimous in their answers 

in emphasizing how they cope with the jungle of (anti-) discrimination laws affecting 

selection practices, by simply making a strategic use of ESFs.  

As emphasized by Dobbin and Sutton (1998: 447), the hiring actors under such a 

legal regime are actually faced with a regulatory system characterized by its ambiguity 

since “Title VII made discrimination illegal but did not define it.” The consequence of 

this confusing message as sent by the law was that many employers felt uncertain as to 

how to apply the law. Actually, the uncertainty in how to behave even increased after a 

while, when sanctions became more frequent and at the same time, EEO enforcement 

was expanded so as to comprehend even very small employers (EEO Act of 1972).  

It was then that employers started to create systems of compliance that would be 

judicially accepted. Despite these creative reactions by employers, HR managers, and 

other organizational actors, the situation as to the legal regulatory regime became even 

more complex, since the Californian judiciary did not apply such “privately created” 

standards when it was time for interpreting EEO laws. It was at this point that the fear 

and high costs of litigation pushed professionals to create a series of practices apt to 

                                                 
194 The claim of these authors is based on the fact that innovation requires collaboration among firms 
and therefore it is in the interest of every firm to keep a low level of litigiousness (Friedman et. al. 
1989; Saxenian 1996; Gilson 1999; Suchman 2000). Therefore, in the context of this work the strate-
gies undertaken (as the use of intermediaries) can also be interpreted just as a fear of jeopardizing 
collaborations with other software professionals operating in Silicon Valley. 
195 See Chapter Two, Section 2.1 (Which Selection Methods Are Used?). 
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avoid tout court incidents with the law (Dobbin and Sutton 1998). As Edelman (1992: 

1545) put it:  

“Legal change engenders a process of institutionalization whereby new 
forms of compliance are diffused among organization and gradually be-
come ritualized elements of organizational governance.” 

However, it seems that Silicon Valley interviewees make use of ESFs, and in particu-

lar, of selection practices because they fear legal (and therefore economic) conse-

quences also in terms of disrupted collaborations with other Silicon Valley actors, ra-

ther than out of a desire to comply with the spirit of the (anti-)discrimination law. This 

assumption is somehow confirmed by the fact that many questions considered as in-

vading the privacy of a candidate, and therefore potentially covered by the sanctions 

provided by the EEO laws, are said to be posed in any event to the candidates by 

ESFs.196 On this point, there actually is no necessary contradiction to that stated by 

Dobbin and Sutton (1998), as one possible interpretation is that the type of rationale 

that informs organizational practices is of an efficiency kind and the dominant logic is 

business oriented.  

Turning now to the Stockholm interviewees and their relations to anti-

discriminatory practices, there it is possible to note how hiring practices take place in a 

general atmosphere of trust where there is no need to act strategically, perhaps be-

cause the rules of the legal framework are fairly simple, although in some cases, not 

updated to the needs of the labor market. Specifically, Stockholm interviewees react 

the strongest when discussing a certain general ageist attitude in the Swedish labor 

market. These interviewees further mention the specific Swedish statutory regulations 

that discourage employers from hiring candidates of a certain age (e.g. because of the 

higher pension contributions). However, none of them pay any attention to anti-

discrimination laws and, most of all, to the vacuum in the legislation as to age as s 

possible unlawful discriminatory criterion. Further, only two of the interviewees state 

to have developed practices so to avoid possible discriminatory behavior based on the 

information contained in candidate CVs. However, in this case the Stockholm inter-

viewees do not undertake forms of agency consequently because of the uncertainty or 

                                                 
196 See Chapter Two, Section 2.1 (Which Selection Methods are Used?). 
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insufficiency of the legal rules, but rather because they consider discrimination “im-

proper” behavior.197  

It is quite difficult to determine whether the type of practices developed by these 

Swedish intermediaries against ageism have had in their turn any influence on the leg-

islative regulation, and in particular upon the new Swedish discrimination law (2008), 

which for the first time prohibits age as a possible discriminating criterion. It is also 

difficult to predict whether in the future the interaction between the new regulative 

dimension and the normative practices such as in this case will have any effect on the 

cognitive dimension and therefore reduce employers ageist attitudes.198 Based on these 

findings, it then is possible to draw the conclusion that the type of approach to re-

cruitment and selection practices used in Stockholm is not so much informed by an 

efficiency rationale, but rather informed by one based on parameters of properness i.e. 

from a cognitive criterion emanating from a more homogenous and solidarity-oriented 

sense of society. 

5.4 Interests, Legitimacy Agency and Logics in the Organizational Field  

As emphasized in the Introduction, one of the most important criticisms initially ad-

dressed to new institutional theory within sociology concerned the downplaying of 

concepts such as interest, strategy and agency. Recently, however, these explanatory 

tools have been reintroduced, particularly in empirical analyses focused on actor level 

dynamics as occurring in organizational fields. These studies speak for the presence of 

actor interest-driven motives and strategic action, although pointing at the characteris-

tics of the institutional environment as catalysts for such social reactions to occur 

(Oliver 1991; Greenwood and Hinings 1996; Lounsbury and Glynn 2001). 

In the same way, my fieldworks in Silicon Valley and Stockholm shows that ac-

tors who are involved in the game of matching candidates to start-up executive posi-

tions, display self-interested behavior and organize their actions strategically when fac-

ing important recruitment and selection decisions. In order to grasp the way in which 

these interests are formed and these spaces for strategic action are created, the latter 

have to be contextualized in the specific organizational field of the labor market for 

software professionals, embedded in its turn in the specific institutional environments 

                                                 
197 See Chapter Four, Section 4.1 (Which Selection Methods are Used?).  
198 See Chapter Four, Section 4.2 (Whom to Select?).  
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of Silicon Valley and Stockholm.199 These pressures are demonstrated to influence the 

way in which actors in start-ups organize their practices as they provide these profes-

sionals with the lexicon of motives and the space for agency when interacting with 

each other in organizational fields (Scott 1998).  

The Formation of Start-up Actor Interests in Silicon Valley and Stockholm 

The interviews in Silicon Valley and Stockholm show that board members inside a 

start-up may be the carriers of distinct interests, creating conflicting relationships such 

as between the VC and the founder. As we have seen, the problematic interaction be-

tween these two start-up figures can find an explanation through agency-theory argu-

mentations of a principal-agent relationship between the VC and founder.200 The VC 

(principal) envisions the founder‟s (agent‟s) interests as representing a risk for uncer-

tainty and therefore seeks to gain control over such uncertainty in different ways, the 

ultimate form of control being that of dismissing the founder from his position as 

CEO. 

When investigating this issue in more detail, however, this uncertainty as related 

to the founder‟s behavior is perceived differently by the VCs in Silicon Valley and the 

VCs in Stockholm. This is due to the fact that the type of interests pursued by found-

ers influencing their behavior differs in these two institutional environments. In Sili-

con Valley, the interest of software founders is that of transforming their software in-

ventions into business and reaping the highest profits, in order to move on and found 

other start-ups, following a pattern of serial entrepreneurship. After several success 

stories, founders eventually fund other young entrepreneurs by becoming business 

angels or VCs. In Silicon Valley, VCs are well aware of this type of founder interest as 

most often they themselves have been in that position.201 The uncertainty perceived by 

VCs as related to founder behavior in Silicon Valley consequently is mainly constituted 

by the fact that the VCs do not know when exactly founders will begin to pursue their 

own economic interests by trying to generate liquidity and begin new start-ups.  

In contrast, software founders in Stockholm have as a primary goal the realiza-

tion of a software vision, no matter if this achievement may imply less economic prof-
                                                 
199 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors) and Section 5.3 
(The Institutional Embeddedness of Hiring Actors). 
200 See Chapter One, Section 1.1 (Why Begin a Recruitment?) and Chapter Three, Section 3.1 (Why Begin 
a Recruitment?). 
201 See Chapter One, Section 1.1 (Why Begin a Recruitment?).  
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its. For Stockholm founders, the realization of this vision is typically related to the 

founding of a single entrepreneurial venture that may hopefully grow into a large and 

stable company. Further, VCs in Stockholm are quite uncertain about the type of in-

terests pursued by founders as they do not share the same entrepreneurial back-

grounds as the latter. Hence, the uncertainty perceived by VCs in Stockholm is derived 

from the fact that founder interest is attached to a fairly personal and non-exclusively 

economic aim, that of realizing a long-term vision difficult to predict as to its ultimate 

destination.  

The origin of the formation of such different interests between the founders of 

software start-ups in Silicon Valley and the founders in Stockholm can actually be 

traced back to the differences between the institutional environments in which these 

actors are embedded. In Silicon Valley, the educational paths of founders are quite 

heterogeneous, with the attainment of different levels of academic degrees and of aca-

demic programs composed by different subjects of study. Engineering programs in 

particular are often structured with a specific focus on the commercialization of disco-

veries and the starting-up of ventures related to these discoveries. As a result, prospec-

tive entrepreneurs envision software as a business already during their school years, an 

opening of perspective also stimulated by the links existing between their colleg-

es/universities and start-ups. Even those founders who did not study in the Silicon 

Valley area most often come from countries with a strong entrepreneurial and busi-

ness culture (such as China, India and Israel), moving to Silicon Valley for its very en-

trepreneurial opportunities. Once in Silicon Valley, these entrepreneurs encounter an 

institutional environment characterized by the presence of favorable elements to serial 

entrepreneurship, among which is included a friendly tax system, high-labor mobility, 

strong university-industry links and the availability of venture capital. When operating 

in such entrepreneurial environment, founders, if ending up in conflict with VCs, do 

not have any problem in divorcing from their first software start-up, through a sepa-

rating turnover, and moving on to other projects. These may be the creation of anoth-

er start-up, entering into the venture capital industry or turning of one‟s own entre-

preneurial and business experience into teaching because of the flexible university-

industry connections.202 

Founders in Stockholm, instead, usually undergo an educational path characte-

rized by a conception of software engineering more as an applied science than as a 

                                                 
202 See Chapter One, Section 1.1 (Why Begin a Recruitment?).  
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potential business. This is mostly given by the way in which engineering programs are 

structured as fixed programs. Further, these engineers find their academic environ-

ment where links with actors operating in the entrepreneurial world are pretty limited. 

Prospective founders typically choose as first employers large companies, because of 

their major visibility. While working in these companies and reaching executive posi-

tions, the Swedish entrepreneurs start to develop their own software visions and seek 

the freedom to pursue their own projects. When embarking on a start-up, they envi-

sion the latter as a long-term project without considering the possibility of becoming 

serial entrepreneurs. This choice is both affected by a lack of role models, a somewhat 

discouraging tax system, a lack of familiarity with the venture capital financing process 

and a low social volatility. Hence when facing conflicts with the VCs investing in their 

start-up, founders usually opt for an accommodating turnover, i.e. they remain in the 

board of the start-up even if not covering the position of CEO. 

It is then possible to see how the findings from the two fieldworks show that dif-

ferent institutional pressures may shape different types of interests (e.g. profit-oriented 

vs. vision- realization) of the same organizational actor (founder of software start-ups). 

As a result, it is possible to state that self-interested behavior cannot be theorized in 

universal terms (i.e. regardless of the institutional surrounding), and it does not neces-

sarily have an exclusive economic nature. Instead, the self-interested behavior of the 

organizational actors is defined by the particular social and institutional context in 

which it is embedded.  

Previous studies focusing in particular upon the VC-founder relationship have 

observed that the interests of these two actors present important differences when 

observed in countries characterized by different institutional environments. For exam-

ple, in Asian societies, the interests of VCs and founders are developed through a col-

lectivist rationale rather than an individualistic one, i.e. the growth of the start-up is 

considered as the common interest. As a consequence, scholars cannot trace in the 

VCs‟ behavior any need for controlling as to agency or uncertainty risks and therefore 

any need for dismissing the founder (Hamilton and Biggart 1992). This is because the 

VCs perceive their relationship with the founder and the CEO of the firm simply as a 

unified network or team (Bruton et al. 1999). When investigating the US and Western 

Europe, scholars record instead institutional environments which place these two 

countries on the other end of a possible spectrum, in particular when compared to the 

Asian countries. The environments of the US and Western Europe are in general cha-

racterized for the presence of an implicit belief that the venture capital firm and the 
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entrepreneurial investment are two totally independent entities, with different (and 

often conflicting) interests (Sahlman 1990).  

However, even between the US and Western Europe, there may be some other 

important differences as to the way the VCs envision their interests as investors inside 

a start-up. For example, La Porta et al. (1998, 2000) show how different levels of inves-

tor protection in distinct legal systems have a different impact on how VCs calculate 

their interests. Issues such as voting rights attached to shares, shareholder protections, 

shareholder voting mechanisms against abuse by management, and remedial rights of 

minority shareholders may play an important role in how VCs envisions their position 

inside of a start-up and calculate their interests. As a matter of fact, evidence shows 

that common-law countries (as the US) have the strongest legal protection of share-

holders, while investor protection is weaker in German civil-law countries and still 

weaker in French civil-law countries, thus also affecting the way in which VCs envi-

sion their interests and construct their relationships with other board members, such 

as founders, for example (La Porta et al. 2000; Wurgler 2000).  

When it comes to the nature of the different interests displayed by different ac-

tors in an organizational field, other studies further support the idea of an embedded, 

and not necessarily economic, nature of actor interests. Scott (1998) calls attention to 

the fact, for instance, that for certain organizational actors, reputation may be a much 

more important interest than profits. That emphasized by Scott is indeed supported by 

the fieldworks in relationship to organizations such as the ESFs. The latter, for exam-

ple, while clearly displaying a profit oriented type of interest in Silicon Valley, instead 

in Stockholm seem to be mostly interested in building and maintaining their reputa-

tion. Even if in the long run good reputation is supposed to bring economic profits, 

however, in the short run the interest of building up a solid reputation represent for 

these actors a more important interest than the realization of immediate profits. A 

possible reason for this behavior as displayed by ESFs recruiters in Stockholm may be 

represented by the fact that private labor intermediation has been forbidden for quite 

a long time in Sweden (from 1935 until 1992).203 As a consequence, it has taken some 

                                                 
203 The purpose of this ban was that of protecting job seekers from possible economic exploitation 
by private actors in the labor market. As a matter of fact, private intermediaries used to charge their 
clients with an application fee (in Swedish inskrivningsavgift) and a mediation fee (in Swedish förmedling-
savgift) equal to 1% of the income (Delander et al. 1991). When the ban was introduced, there actually 
were three situations that could constitute an exception to it: private intermediaries with an already 
established activity, or private intermediaries operating internationally or in an artistic field (SOU 
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time for these organizational actors to rebuild a reputation in the Swedish labor mar-

ket and gain the trust of potential clients. Thus their main interest has been oriented 

towards the very goal of reputation building. 

On the contrary, ESFs in the US have been operating from the 50ies with a clear 

profit oriented purpose, just like any other business organization. Further, they have 

institutionalized their specific goal of serving first of all companies looking for candi-

dates and not the other way around. This is an interest that is clearly displayed in their 

willingness to act as scapegoats and legitimators, more than classical intermediaries, in 

favor of the hiring firms for which they work.204 

Just like Scott, even Swedberg (2008) emphasizes that interests cannot be ana-

lyzed using the same type of rationales in different social contexts. For example, in 

certain situations a religious interest can be considerably stronger than an economic 

interest (Swedberg 2008). By suggesting that “interests drive actions, while social rela-

tions give them their direction,” Swedberg (2008: 948) encourages sociologists in gen-

eral to overcome their skepticism towards the concept of interest. Economic sociolo-

gists are to operate as a bridge pouring into sociology the focus of interests of the 

economists, and into the economic studies, the sociological contextualization of the 

interests‟ formation (Swedberg 2008).  

                                                                                                                                                              
1992). The prohibition of private intermediaries however implied that a monopoly was built in favor 
of the public labor employment office (in Swedish arbetsförmedling) from the 30ies. It is also believed 
that the creation of such state monopoly has had as a goal that of giving to the government the pos-
sibility of withholding information about changes in the labor market, free to pursue a more active 
labor market policy. Further, as Wadensjö stresses, a leftist ideological thought can be detected in the 
fact that everybody should have the same access to labor intermediation and that a too high labor 
mobility in-between jobs and geographical places, in particular from the country side to the cities 
should be limited (Delander et al. 1991). 
204 ESFs in the US developed from management consulting firms, as well as the accounting and fi-
nancial service industry, shaped by several institutional factors connected with the post-World War II 
economic boom. During this period, American industry had to face an exceptional demand for new 
executives to run the booming firms. ESFs thus arose to satisfy a demand from companies for ex-
ecutives rather than a demand from executives looking for jobs. This factor led to the first critical 
difference between ESFs and other types of employment recruiting services. While the latter served 
and still serve people looking for jobs, ESFs tried from the very beginning to help jobs find profes-
sionals, often already employed and not actively looking for another job (Khurana 2002a). 
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Different Sources of Legitimacy triggering Different Types of Actor Behavior  

Another aspect produced by the interviews conducted in Silicon Valley and Stockholm 

is the consideration that start-up hiring actors tackle several questions related to the 

recruitment and selection of executives as a response to the pressures of the technical 

environment. In particular, hiring actors demonstrate that they open a certain execu-

tive position or select a candidate possessing certain professional or personal characte-

ristics in order to build more sophisticated products or to respond to the challenges of 

a new start-up stage. Further, hiring actors seek to select candidates possessing a cer-

tain social capital in order to attract more human and financial resources to the start-

up so as to enhance its chances to expand. Finally, specific search methods are used in 

order to reach a particular typology of candidate considered important for lifting up 

the chances of growth of a start-up.205  

However, the interviews show that this way of thinking many times is overruled 

by the decision of opening a given executive position or hiring a certain candidate in 

order to adapt to professional standards and industry expectations and therefore gain 

legitimacy.206 In the frame of the fieldworks, legitimacy can be defined as “a relation-

ship between the practices and utterances of the organization and those that are con-

tained within, approved of and enforced by the social system in which the organiza-

tion exists” (Zimmerman and Zeitz 2002: 416).207 

In particular, start-up actors demonstrate that they relate to legitimacy in two 

fundamental ways. On one end, legitimacy is used as an operational resource. On the 

other, it is treated as a taken-for granted set of beliefs.208 This duality of approaches 

                                                 
205 See Chapter Three, Section 3.5 (How to Recruit?). 
206 See Chapter One, Section 1.2 (Which Positions to Fill?) and Chapter Three, Section 3.2 (Which Posi-
tions to Fill?). 
207 The authors specify that the term “social system” stands for the environment in which organiza-
tions are embedded and is composed by different sectors: “political, regulatory, product, labor, fi-
nancial, technological, social tastes, and preferences and the like” (Zimmerman and Zeitz 2002: 416).  
208 As seen in the introduction, mainstream new institutionalism envisions the process of legitimation 
as purified from possible strategic intentions both from the side of actors in search of legitimacy and 
audiences awarding it. Legitimacy, in other words, is regarded as a set of beliefs that determine how 
an organization has to appear and how it is externally evaluated (Suchman 1995). Managerial agency 
and instrumental behavior of single organizational actors is overruled while organizations in a field 
are considered as naturally embracing isomorphic forms. This vision, in other words, takes a differ-
ent stance from that embraced by strategic management scholars (Dowling and Pfeffer 1975; Pfeffer 
and Salancik 1978). The latter consider instead legitimacy as an operational resource that “organiza-
tions extract from their environments and employ in the pursuing of their goals” (Suchman 1995: 
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seems to depend on the fact that start-up organizational actors are influenced to an 

equal extent by both their technical and institutional environments, and as such, may 

be induced to act more or less instrumentally depending on where the sources of legi-

timacy are located. On this very point Suchman (1995) emphasizes that organizations 

that are more constrained by their technical environment may be the ones more in-

clined to use legitimacy in an instrumental way as they tend to operate intensely with 

their most immediate audiences who become their sources of legitimacy (e.g. inves-

tors). Organizations that are more constrained by the institutional environment may in 

contrast find it more difficult to act instrumentally because of the wider type of 

sources awarding legitimacy (e.g. professional associations, universities and society in 

general).  

In the fieldworks, for example, we can see how often the more resource-

dependent actors (founders) adapt to the requests of resource-providing actors (VCs) 

by hiring a member of an executive team with functional skills different from those of 

the founder, thus conforming to the requirements of the VCs. This does not happen 

because the founders spontaneously adhere to a belief of functional diversity in the 

team, but because the founders strategically calculate that by embracing this team-

building philosophy, they will receive financial support. In the same way, the VCs cal-

culate the practical consequences for them (e.g. acquiring more control) when awarding 

legitimacy to founders (e.g. by supporting their visions). This type of legitimacy is de-

fined by Suchman (1995: 578) as pragmatic and becomes a sort of “exchange legitima-

cy” among the two parties in a more power-dependent fashion. 

However, we can also detect in the fieldworks how actors seeking legitimacy at 

times may adapt to professional, industrial and cultural standards more widely em-

braced by the members of the field. For example, key actors in start-ups may decide to 

create an HR department or open a Head of Marketing position, thus adapting to ex-

ternal general expectations of how a software organization should be structured. New 

institutionalists define this type of legitimacy as normative because it is based on indus-

try standards set up by professional associations, universities and other cultural au-

diences (DiMaggio and Powell 1991; Scott 2001).209 This legitimacy is achieved 

                                                                                                                                                              
576). Legitimacy for these scholars is a process affected by high levels of managerial control both 
from the sides of organizations and their audiences.  
209 Some authors term this type of legitimacy as moral, because it is considered to rest on wide cul-
tural judgment (not limited to the endorsement of professional and cultural elites) of whether a cer-
tain practice is the “right thing to do” (Suchman 1995). 
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through normative isomorphism and is less manipulable by single actors (both seeking 

to gain and awarding legitimacy) as it rests on wider cultural beliefs more difficult to 

control (Scott 2001: 54-55). For example normative legitimacy can be endorsed by fa-

vorable opinions conferred by older and well established organizations, by universities 

or by positive press coverage (Deephouse 1996; Stinchcombe 1965; Elsback and Sut-

ton 1992; Zimmerman and Zeitz 2000).  

Some authors maintain that organizations may enact false forms of conformity to 

predominant normative beliefs for instrumental purposes (Pfeffer and Salancick 1978; 

Brunsson 2002). Other scholars, however, contest that instrumentality is more difficult 

to practice when dealing with wide audiences (compared to limited ones as in the 

pragmatic legitimacy). In addition, these initial insincere and instrumental changes of 

practices, structures and requirements may also lead to unintended consequences pro-

ducing just the opposite effect: building up a new generation of members adhering to 

the proclaimed goals rather than to the instrumental hidden purpose (Selznick 1949; 

Suchman 1995). This could be the case, for example, with anti-discrimination practices 

(e.g. as discarding résumés containing certain ascriptive characteristics) undertaken for 

the purpose of showing adherence to the law but truly not its spirit (given the fact that 

ESFs are instead utilized to gain further knowledge about candidates‟ private lives). 

However, the result may be that other employers only look at the announced intent of 

the practice, further spreading it because perceived as morally correct.  

The interviews further point to the fact that at times, start-up actors gain legiti-

macy by simply taking-for-granted certain beliefs, i.e. through an endorsement of val-

ues that apparently is not driven by any instrumental action but only responds to what 

organizations perceive as right (Aldrich and Fiol 1994). As the interviewees express it, 

this type of adaptation consists in conforming to that which is cognitively “proper” or 

follows “the rules of the game.” A typical case in the fieldwork is when actors use 

standardized interview methods (as behavioral interviews) or questions (as success and 

failure stories) because these are assumed to follow the rules of the game or just make 

sense.210 The type of legitimacy awarded to this type of behavior is usually defined as 

cognitive and is achieved through mimetic isomorphism, i.e. by imitating the most suc-

cessful organizations in a field (DiMaggio and Powell 1983; Scott 2001; Zimmerman 

and Zeitz 2002).  

                                                 
210 See, e.g., Chapter Four, Section 4.1 (Which Selection Methods to Use?).  
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The tendency among start-ups of mimicking the behavior of more established 

companies is indeed that which is stressed by certain interviewees when speaking 

about the myth of the MBA, spread by large software companies, as Apple, and now 

followed by even the tiniest start-up in Silicon Valley.211  

However, just with the very example of the MBA, I find a certain difficulty in 

empirically separating normative from cognitive sources of legitimacy.212 As a matter 

of fact, while some authors consider conformity to educational credentials as a way of 

gaining normative legitimacy, others consider it a way to achieve cognitive legitimacy 

(DiMaggio and Powell 1983; Suchman 1995; Khurana 2002a). Probably the difference 

among the above described sources of legitimacies is constituted by the extent of em-

bracement and taken-for-grantedness of a certain belief by both organizations seeking 

and awarding legitimacy. In the case of normative legitimacy, the endorsement of a 

certain belief may be limited to professionals or universities, while in the second, to 

society in general. In both cases, to empirically single out normative and cognitive 

sources of legitimacy seems a very difficult task.  

Even when it comes to the assumption, that normative and cognitive forms of 

legitimacy should especially affect those organizations more influenced by the institu-

tional rather than the technical environment; this is fairly difficult to test through em-

pirical analysis. As already emphasized, many technical elements rest on institutional 

underpinnings and many organizational practices deal with larger institutional con-

straints (Scott 2001). It is then quite plausible that in reality, as in the cases brought up 

by interviewees in Silicon Valley and Stockholm, these three sources of legitimacy, 

though commonly coupled to different types of environments, overlap, giving rise to a 

mixture of instrumental and taken-for-granted behavior (Suchman 1995: 603). 

When it comes to the strategies used for gaining legitimacy, one important ob-

servation to make is that the interviews show how actors mostly conform to the re-

quirements of their audiences, more than selecting or manipulating the latter. This means 

that the start-up actors interviewed in Silicon Valley and Stockholm find it more con-

venient to start their activities by “position[ing] their organization within a preexisting 

institutional regime” (Suchman 1995: 587) instead of selecting among different envi-

ronments in order to find an audience that will support their practices or to manipu-

                                                 
211 See Chapter Two, Section 2.1 (Which Selection Methods Are Used?). 
212 This thought finds support in Zeitz et al. (1999), who stress just how difficult it can be to make an 
empirical distinction between the two forms of normative and cognitive legitimacy by following the 
theoretical description made by new institutionalists. 
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late the existing institutional environment by creating new audiences and new legiti-

mating beliefs, thus achieving forms of institutional entrepreneurship (Suchman 1995). 

It is, however, more in Silicon Valley, where hiring actors and intermediaries could 

actually undertake forms of selective behavior, especially when dealing with the regula-

tive dimension of the institutional environment.  

This brings us to considering the fourth type of legitimacy, namely regulative or 

regulatory, as portrayed by Scott (2001). Legal rules are formal institutions 

representing sources of regulative legitimacy and the government bodies that grant it 

are state agencies on different levels – regional, local, national, and international (Ruef 

and Scott 1998; Baum and Oliver 1991). Previous studies show that the regulative legi-

timacy is the first type of legitimacy that new born ventures try to acquire. For in-

stance, Delmar and Shane (2004) found that new ventures establishing a legal entity 

have a higher likelihood of survival. In the fieldworks, however, the relationship of 

start-ups with the legal framework has been analyzed only in relationship to venture 

capital agreements, some specific business laws and, most of all, employment laws.  

It is therefore especially in relation to these very laws that Silicon Valley actors 

display a more instrumental way of thinking and strategic way of acting compared with 

their Swedish counterparts. However, these patterns of behavior cannot be properly 

considered as forms of selective or manipulative behavior. This is because all organiza-

tional actors state that they follow the same type of practices (although justifying them 

as instrumental choices more than taken-for-granted ones) in order to adapt to a cer-

tain institutional system and not to create a new one. However, historically, both en-

trepreneurial and employment practices enacted by the side of professionals and em-

ployers in the US are demonstrated to have given rise to real forms of negotiation with 

the regulative dimension and of active re-shaping of laws, as seen below. 

Agency as an Empowerment by the Institutional Environment 

The interviews in Silicon Valley and Stockholm show that relationships among mem-

bers in an organizational field are strongly influenced by the wider institutional envi-

ronment in which these actors are embedded. However, institutions not only affect 

organizational actors by shaping their interests and directing their actions, they also 

create the spaces where these actions may take place.  

In Silicon Valley, for example, it is possible to detect how the particular characte-

ristics of the institutional environment have given organizational actors, through the 

years, a certain space for agency in the shaping of entrepreneurial and hiring practices. 
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This space has emerged in the interstices of a fragmentary and sometimes confusing 

regulative dimension characterizing the US institutional environment (Dobbin and 

Sutton 1998; Morrill 2009). Several practices, in other words, have been developed by 

professionals and intermediaries (actors active in the normative sphere) to counter the 

lack of clarity and unity of legal provisions regulating entrepreneurial and employment 

relationships while using a rationale of “efficiency,” this also emanating from the same 

institutional environment.213 

As seen, this fragmentation is particularly visible in matters of employment where 

the jurisdiction is spread among different levels: municipalities, state, and federal gov-

ernments. In order to make the situation even more complex, at each of these levels 

there is a further distribution of law-making power. The US Constitution distributes 

federal powers among the legislative, the judicial, and administrative (or executive) 

branches. In particular, the administrative branch (mainly in the shape of public agen-

cies) has the legal power of interpreting the legislature‟s intent, while the judiciary (es-

pecially in the US Supreme Court) has the ultimate authority to decide whether legisla-

tion contravenes the constitution.  

Meyer and Scott (1983) claim that the fragmentation of the regulative dimension 

in the US is a deliberate choice by the state that has rendered organizations more at-

tentive to changes in regulations but also as to how these changes have to be inter-

preted. In the same vein, Dobbin and Sutton (1998: 443) maintain that the particular 

structure of the institutional environment has led managers “to recast policy-induced 

structures in the mold of efficiency.” This intervention, these authors continue, by the 

private actors in remolding (or even reconstructing) public regulatory regimes accord-

ing to economic criteria, is actually a typical consequence of a weak state, i.e. a state 

characterized both by a fragmentary regulation and by a non-interventionist culture in 

particular in the economic sphere. Professionals are instead called to use their “busi-

ness and market rationales,” in order to design practices that rather than representing 

simple compliance with public regulations and their policies, are actually “cost-

effective administrative solutions” to the problems of employers. Besides the case of 

employment practices, one striking example is represented by the shaping of patenting 

practices by the side of university administrators and their lobbying to turn these prac-

tices into law.214 

                                                 
213 See Chapter Five, Section 5.3 (The Institutional Embeddedness of Hiring Actors). 
214 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
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If one shifts to the Swedish regulatory environment, there it is easily noticed that 

the legal system presents no resemblance to the US leading ideas of separation of 

powers and system of checks and balances; moreover, the law-making authority tradi-

tionally tends to be centralized in the capital, leaving very little space for regulatory 

maneuvering to provinces and municipalities (at least in comparison to the American 

federal system). Despite some timid changes in the last decades (in particular under the 

influence of the European Union), the Swedish employment law regime is still not an 

exception in this panorama and is certainly distant in many aspects from its US coun-

terpart: the jurisdiction in employment law-making is still heavily centralized in Stock-

holm, either directly (e.g. through the legislative) or indirectly (e.g. through informal and 

indirect channels of influence upon the private parties signing collective agreements). 

In addition, municipalities and provinces cannot adopt their own regulatory standards 

as to employment issues (Swenson 1991; Fahlbeck and Mulder 2009; Fahlbeck 1999).  

As a consequence, in Sweden professionals have less space for agency, and the 

possibility of remolding by practices legal regulations as to employment is still ex-

tremely limited (despite some openings guaranteed in the last years by some decisions 

of the European Court of Justice) (Reich 2008; Nyström 2001; Swenson and Pontus-

son 2000). The same may be said for the way in which entrepreneurial activities are 

regulated, i.e. through very centralized top-down systems of regulation.215 Moreover, 

when it comes to the type of rationales derived by the state, these are quite far from 

the logic based on efficiency standards developed (with the decisive contribution of 

private actors) in Silicon Valley, being instead still inspired by policies of a more social 

and cultural character (Swenson 1991; Fahlbeck and Mulder 2009). 

Using Dobbin and Sutton‟s (1998) terminology, we could say that Sweden is 

represented by a strong state, i.e. a state characterized by both a unitary regulation and 

by an interventionist culture in the economic sphere. Instead of giving rise to strategic 

behavior among professionals, the unitary character in which the state expresses itself 

creates a system of a more homogenous adaptation to the mandates of the law. This 

adaptation follows a rationale of cultural fit that influences organizational actors in all 

their actions. Intermediaries, employers and professionals in general feel that it is not 

really their role to create practices to re-shape regulations. Regulations are simply fol-

lowed in a more top-down fashion. 

                                                 
215 See Chapter Five, Section 5.2 (The Institutional Embeddedness of Entrepreneurial Actors). 
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Institutional Logics in Organizational Fields –The Link between the Macro and Micro Level  

When looking at the major mechanisms and related concepts emerging from the 

fieldworks, one of the most relevant is certainly the notion of logic216. Logics in my 

analysis are those default assumptions guiding the behavior of members of an institu-

tionalized group of people or of an entire organizational field. An appropriate defini-

tion of logic in reference to the mechanisms detected in the fieldworks may be the one 

provided by Jackall, describing logics as “the complicated, experientially constructed, 

and thereby contingent set of rules, premiums and sanctions that men and women in 

particular contexts create and recreate in such a way that their behavior and accompa-

nying perspective are to some extent regularized and predictable. Put succinctly an in-

stitutional logic is the way a particular social world works” (Jackall 1988: 112).217 Ac-

cording to this definition, logics constitute the link between cognition and individual 

agency, between rule structures and socially constructed institutional practices (Thorn-

ton and Ocasio 1999). Logics become the connection between the macro-level of the 

institutional environment and the micro-level of the single organizational actors. In 

particular, this connection is believed to be possible because institutional logics have 

the capacity to spread in fields through institutionalized groups such as universities, 

industries and professions (Thornton and Ocasio 2008).  

Institutional logics are said to possess an important quality: they can identify 

themselves with the collective identity of the social group to which they belong. This 

identification leads the group members to visualize the institutional logic inwardly, i.e. 

by cooperating with their own group through its norms and prescriptions, but also to 

show their group logic outwardly, i.e. by seeking to protect the interests of the collec-

                                                 
216 The term “institutional logics” as introduced by Alford and Friedland in 1985 was further devel-
oped in 1991 to explore the interrelationships between individuals, organizations and societies. In 
particular, these authors depict conflicting practices and beliefs intrinsic to institutions in modern 
Western societies. Specifically as related to capitalism, state bureaucracy and political democracy are 
considered three competing institutional orders sustaining competing practices and beliefs. The latter 
are believed to shape differently how individuals participate in political struggles. One important 
element in Alford and Friedland‟s analysis is the fact that institutional orders are considered to pos-
sess a central logic (Alford and Friedland 1985; Friedland and Alford 1991; Thornton and Ocasio 
2008). 
217 Jackall (1988) focuses on the particular case of managerial careers by showing how formal organi-
zational structures (bureaucracy) may combine with institutionalized practices reflecting cultural 
forces at the societal level (as patronage) and create an institutional logic that may therefore become 
an hybrid between formal structures and institutionalized practices (e.g. patrimonial bureaucracy) .  
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tive (and its members) against opposing or challenging identities (Thornton and Oca-

sio 2008).218  

When looking at the interviews, the first observation to be made is that all the ac-

tors identify themselves with one institutionalized group: the entrepreneurs, the VCs, 

the directors, the CxOs, the ESF recruiters. Some of these actors, however, feel a 

stronger sense of membership to their group than others. This may indeed depend on 

the degree of institutionalization reached by their respective group, for example, in 

terms of being formally recognized as a profession. As an illustration, VCs both in Sil-

icon Valley and Stockholm state that they participate very actively in professional as-

sociations and are fairly organized in their way of networking both inside and outside 

their profession. The entrepreneurs, on the contrary, declare that they are less orga-

nized as a group and prefer more informal modes in which to network both internally 

and externally. As a consequence, entrepreneurs are those displaying less unified and 

taken-for granted logics. This can find a justification in the fact that the group of en-

trepreneurs formally cannot be termed a “profession.”219 Instead, the formal accredita-

tions and educational specializations of entrepreneurs in a specific field of knowledge 

make them members of other professions, such as engineering or software.  

Founders are actually not the only start-up actors caught in the situation of being 

members of multiple groups. This is also the case for board directors, who often cover 

simultaneously the position of board members in different start-ups and as board 

members or staff members at a university (such as in Silicon Valley). VCs also are si-

multaneously part of the venture capital profession/industry as well as that of software 

or high-tech in general. However, the venture capital profession has been characte-

rized by a particular evolution making its members particularly receptive to global 

common logics.  

As a matter of fact, there is evidence in the literature of a strong uniformity of 

beliefs and standardized behaviors of members of the venture capital profession both 

in the US and in Europe (Fried and Hisrich 1995; Sapienza et al. 1996). This similarity 

                                                 
218 Institutionalists stress that similarities in these groups are displayed through shared norms about 
the proper way of working in a profession. These norms are found to be evident in many professions 
in the US, as for example the HR profession (Baron et al. 1986). 
219 According to Weber (1978: 425), an important quality of a member of a profession is “his profes-
sional equipment of special knowledge, fixed doctrine and vocational qualifications.” This special 
knowledge becomes a “monopoly of competence legitimized by officially sanctioned expertise, and a 
monopoly of credibility with the public” (Larson 1977: 38). 
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in logics is believed to derive from the fact that VCs from the very beginning have re-

lied on strong networks of collaboration and, to some extent, relationships of depen-

dence on one another. For example, the first VCs who started their activities in Eu-

rope had previously worked or trained in venture capital firms in the US, so once in 

Europe they spread in the old continent the same type of beliefs possessed by US 

VCs.220 The literature, in other words, points at a common normative matrix for the 

VC profession, valid worldwide. Of course, some authors also recognize the possibili-

ty of local divergences in VC‟s logics. For example, Wright et al. (2002) show that US 

venture capital companies entering the Indian market, adapt their way of working to 

the local market conditions and to the local regulatory and cognitive institutions, thus 

becoming at least partially influenced by the latter in their way of thinking.221  

My fieldworks corroborate that which is emphasized by the literature when it 

comes both to the globalized beliefs of the VCs and to the concomitant influence of 

the local culture on these beliefs. For example, it is fairly obvious that VCs in Stock-

holm present many similarities in their way of thinking to those displayed by their col-

leagues in Silicon Valley. One example is that both groups use the same default as-

sumption concerning stage-bound leaders when recruiting an executive. Further, the 

type of interests displayed by Stockholm VCs are fairly similar, in their exclusive eco-

nomic nature, to those of their colleagues in Silicon Valley. This reveals that a com-

mon imprinting characterizes the VC professionals in both countries.  

However, some local aspects may differently shape the way in which, for exam-

ple, VCs calculate risks and relate to founders and CEOs of the companies in which 

they invest. This difference may indeed be determined by the fact that VCs not only 

are members of a fairly globalized profession but also of a local organizational field 

and that the type of local field logics governing the field may indeed overlap with the 

                                                 
220 The emergence of the VC industry in Europe is considered to coincide with the time of full insti-
tutionalization of the VC industry in the US, i.e. between the late 1970ies and the early 1980ies 
(Ooghe et al. 1991). VC managers coming from the US, using both their financial resources and their 
experience, set up European VC firms, sometimes as affiliates of US firms (Manigart 1994). 
221 In particular in reference to the US and Europe, Sapienza et al. (1996) analyzed the factors in-
fluencing the behavior of VCs in the two continents. These authors found that several differences in 
behavior had origins in the different background, ownership structure and consequent logics of the 
two groups of VCs. The European VCs used a banking logic and their firms were partially owned by 
financial institutions such as banks. In contrast, the US VCs used a more entrepreneurial logic and 
set up their firms as independent partnerships, raising their funds from different sources.  
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logic used by these actors as a distinct and globalized professional group as further 

developed in the following and concluding section.  

5.5 Chapter Summary 

This Chapter compares the mechanisms emerging in the Silicon Valley and Stockholm 

fieldworks, analyzing them in light of the characteristics of the national institutional 

environments in which they are embedded. The analysis of the interviews shows prima 

facie that start-up recruitment and selection practices are affected by both internal (i.e. 

economic and strictly organizational) and external (i.e. technical and institutional) fac-

tors. When examining deeper the internal factors (e.g. size, structure, stage of devel-

opment, board composition, type of product and/or service to produce and sell), the 

fact surfaces that although these are elements inside an organization, they are largely 

determined exogenously. In the specific case of start-ups in cutting-edge industries, 

major external drives towards internal organizational changes stem from their heavy 

dependence on both venture capital and highly-skilled labor, high inter-firm competi-

tion and continuous customer requests for product updates. Further, many of these 

technical pressures are as seen influenced by forces at the institutional level (regula-

tions; educational, professional and industry standards, as well as cultural beliefs).  

The microcosm of organizational actors and relationships, as described by the in-

terviewees and roughly sketched above, responds to the characteristics of that institu-

tional scholars term an organizational field. In the actual case of the fieldworks, this is 

the labor market for software professionals. Interviewees in Silicon Valley and Stock-

holm point at certain specific elements in the institutional environment as affecting the 

way in which field members envision and pursue their goals. For example, intervie-

wees point to engineering programs, university-industry links, as well as state and tax 

systems as affecting the way in which high-tech entrepreneurship is institutionally con-

structed. As to hiring dynamics, interviewees point mainly to employment and busi-

ness laws as well as state systems of welfare as affecting a certain culture of labor mo-

bility/immobility and of anti-discrimination. A short analysis of these institutional 

elements in Silicon Valley and Stockholm show that the latter influence field members 

at least through two mechanisms: the shaping of actors‟ interests and the creation of 

spaces for agency. 

As to the first mechanism, institutional elements supporting a certain conception 

of entrepreneurship (as a serial phenomenon or a single act of organization founding) 
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also shape the nature of start-ups actors‟ interests. For example, while in Silicon Valley 

founders mainly pursue economic interests, in Stockholm founders pursue the fulfill-

ment of a vision not necessarily quantifiable in economic terms. In the same way, in-

stitutional elements supporting a certain conception of labor intermediation (to 

smooth over highly regulated relationships or just to connect unconnected parties) 

may shape the nature of the interests of labor intermediaries, such as ESF recruiters, 

differently. As a matter of fact, while in Silicon Valley labor intermediaries have oper-

ated for a long time, in the executive labor markets in Stockholm ESFs are relatively 

new actors (legally prohibited for a long time). While Silicon Valley ESFs mainly pur-

sue an economic interest, the Stockholm ones pursue an interest of a more reputation-

al nature that, at least in the short run, does not necessarily coincide with an exclusive-

ly profit-maximizing interest.  

As to the second mechanism, the fieldworks show how institutional environ-

ments characterized by a fragmentary and porous regulative dimension, as that of the 

US, creates spaces for agency. Practices are developed by professionals and interme-

diaries (actors active in the normative sphere) to respond to the ambiguity of the legal 

provisions regulating entrepreneurial and employment relationships while simulta-

neously invoking a rationale of efficiency, this also emanating from the same institu-

tional environment. On the other end, more unitary systems of regulations, such as 

those in Sweden, leave less space for agency to professionals and limit their ability for 

reshaping practices in response to the employment legal regulations. The same may be 

said for the top-down systems of regulations related to entrepreneurial activities. As to 

the type of rationale derived by the same institutional environment, the Swedish one is 

of a more social and cultural character. These different rationales are pointed by some 

authors as originating respectively from a weak (US) versus a strong (Sweden) state. 

Although the fieldworks confirm many of the theoretical assumptions supported 

by institutionalists, certain mechanisms seem fairly difficult to interpret through insti-

tutional theoretical lenses. The most striking is the one concerning gaining and award-

ing legitimacy. Start-up actors in both Silicon Valley and Stockholm demonstrate that 

they take certain decisions in order to reach legitimacy in a more or less instrumental 

and strategic way. 

As a matter of fact, certain scholars, in the attempt to reconcile both views, point 

to the fact that organizations that are more constrained by their technical environment 

may be the ones more inclined to use legitimacy in an instrumental way. This is be-

cause they tend to operate intensely with their most immediate audiences, such as 
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VCs, who become their sources of legitimacy (pragmatic legitimacy). Organizations 

that are more constrained by their institutional environment may in contrast find it 

more difficult to act instrumentally because of the wider types of sources (professional 

associations, universities and society in general) awarding legitimacy (normative and 

cognitive legitimacy). Legitimacy therefore becomes both an operational resource to 

extract from an organization‟s closest environments and use for achieving their aims, 

and as a set of beliefs that determine how an organization has to appear and how it is 

externally evaluated. In the fieldworks, the double approach undertaken by the inter-

viewees seems to depend on the fact that start-up organizational actors are influenced 

to an equal extent by both their technical and institutional environments, and as such, 

may be induced to act more or less instrumentally depending on where the sources of 

legitimacy are located. 

Finally, when it comes to the strategies used for gaining legitimacy, one impor-

tant observation to make is that the interviews show how actors mostly conform to 

the requirements of their audiences, more than to selecting or manipulating the latter. 

This means that the start-up actors interviewed in Silicon Valley and Stockholm usual-

ly begin their activities by placing them in the framework of already existing institu-

tional arrangements. This is instead of selecting among different environments and 

audiences to support their new practices or to manipulate the institutional environ-

ment so as to shape both new audiences and new cultural beliefs, thus attaining forms 

of institutional entrepreneurship.  

Last but not least, the fieldworks demonstrate the presence of an important ele-

ment capable of connecting wide rule structures with socially constructed practices; 

cognition with individual agency. This element, working as a link between the macro-

level of institutions and the micro-level of actor practices, is termed logics by institu-

tional scholars. Logics represent indeed quite well the myths and default assumptions 

followed by different institutionalized groups among the interviewees (professional 

logics). Logics further accurately symbolize those more widely embraced beliefs in the 

labor market for software professionals in Silicon Valley and Stockholm (dominant 

logics). These two different levels of logics both influence entrepreneurial and hiring 

actors‟ interests and behavior, sometimes overlapping. For example in Stockholm, the 

professional logic of VCs (widely influenced by global institutional pressures) may 

sometimes overlap with the more local dominant logic of the members of the labor 

market for software professionals, giving rise to conflicts among actors derived from 

their different ways of envisioning their interests and planning their actions .  



292 

 

In the next concluding section, the very characteristics of the two dominant log-

ics operating in Silicon Valley and Stockholm, and their influence on the ways in 

which recruitment and selection practices are differently constructed are summarized 

and sketched through ideal-typical categories. 
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CONCLUSIONS: THE TWO LOGICS OF THE GAME 

Job-matching dynamics have been at the center of attention of economic sociologists 

for a while. This focus has been mostly directed at the way by which candidates find 

jobs, leaving how organizations match candidates to their positions in the shadows. 

Although emphasizing the importance of the social embeddedness of labor dynamics, 

the equally important role played by the institutional embeddedness of these mechan-

isms has been downplayed. This is particularly true for newly formed organizations, 

whose lower visibility is believed to make them less attentive to following institutiona-

lized organizational myths and routines, while their small size is considered to make 

them less susceptible to regulative pressures.  

The present study, based on two fieldworks conducted in two distinct 

geographical places, Silicon Valley and Stockholm, demonstrates the relevance of the 

institutional embeddedness of both entrepreneurial and hiring practices. The accounts 

of the forty interviewees active in the software (board directors, CEOs, founders and 

investors) and ESF industries point at economic, organizational and institutional 

elements as influencing their choices when recruiting and selecting members of an 

executive team. However, both economic and organizational elements are 

demonstrated to be largely influenced by institutional forces. This renders the arena in 

which entrepreneurial and hiring actors interact and construct their practices an 

organizational field whose characteristics reflect those portrayed by institutional 

theories in sociology. 

The empirical investigation also shows the need for certain institutional 

theoretical assumptions to be refined through more empirical investigations at the 

actor‟s level. This is true, for example, with respect to the relationships between 

technical and institutional environments, as well as the interplay between the 

regulative, normative and cognitive dimensions composing institutional environments. 

Institutionalists state quite clearly that relationships between technical and 

institutional environments are difficult to disentangle, although at the same time, they 

argue that the immediate area surrounding an organization, i.e. the technical 

environment, is empowered and constrained by institutional forces. Greater analytical 
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clarity about the way in which these two environments influence each other would be 

useful for both business scholars and sociologists, in order to find a point of 

agreement rather than distinction when analyzing organizational phenomena. For 

example, some of the Silicon Valley interviewees see the way in which VCs assess the 

skills required by an executive as strongly influenced by the technical environment in 

which they are embedded. According to these interviewees, certain qualities of the 

local labor market, as executive mobility, affect the way in which VCs construct their 

professional beliefs about the skills that a perfect executive should possess. Because 

executives continue to move from one firm to another, a labor force of executives 

specialized in one specific organizational stage is formed. The qualities of this labor 

force affect the way in which VCs perceive an executive: as a stage-bound expert. 

However, other interviewees think that it may be just the opposite, that inter-firm 

mobility in Silicon Valley, a technical quality of the labor market, is created just from 

VCs‟ default assumptions, an institutional quality, about stage-bound leaders. Because 

VCs tend to dismiss executives when embarking on other start-up stages, this 

dismissing creates a market for executives specialized in only one organizational stage. 

The consequence is that these actors tend to create their careers in between firms even 

when working in organizations larger than start-ups. Further clarifications of how 

technical characteristics influence institutional ones and vice versa would therefore be 

beneficial in order to understand how professional logics (as stage-bound myths) and 

field logics (as a culture of mobility) are formed.  

Another problem related to the relationship between technical and institutional 

environments is represented by the way in which organizational actors and their 

audiences deal with the gaining and awarding of legitimacy. Both in Silicon Valley and 

Stockholm, start-up actors relate to legitimacy in two fundamental ways. On one side, 

they treat legitimacy as an operational resource. On the other side, they treat it as a 

taken-for granted set of beliefs. To assume that organizations more constrained by 

their technical environment think more instrumentally, while those more affected by 

their institutional environment act in a more taken for granted way, is misleading. All 

organizations at some point have to deal with both technical and institutional 

pressures and therefore embrace both behaviors. To recognize the equal impact of 

technical and institutional environments on actor‟s behavior, would constitute a 

common platform for institutionalists and scholars in strategic management from 

which to depart when analyzing organizational phenomena.  
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When it comes to the relationships among the different dimensions comprising 

institutional environments, institutional theories makes it very difficult for researchers 

to empirically distinguish, first of all, between normative and cognitive pressures. For 

example in the interviews legitimacy to start-up actors that conform to certain 

educational credentials (as an MBA) may be awarded both by professionals and society 

in general. The fieldworks suggest that the difference among the above described 

sources of legitimacies is constituted by the extent of embracement and taken-for-

grantedness of a certain belief by both organizations seeking and awarding legitimacy. 

In the case of normative legitimacy, the endorsement of a certain belief may be limited 

to professionals or universities while in the second, to society in general. To assume 

instead that these two legitimacies are awarded by two equally positioned sources 

creates analytical problems.  

When dealing in fact with the analysis of the different dimensions composing the 

institutional environment further, it would be quite useful to better understand in 

which cases the regulative dimension may directly affect with its coercive mandates the 

cognitive dimension (as in the Swedish case) and in which cases the regulative sphere 

first affects the normative one and, only after some negotiations among the two 

dimensions, certain conceptions or beliefs may finally reach the cognitive level (as in 

the US case). More studies about these interconnections would be fruitful and would 

certainly explain how important conceptions or beliefs (e.g. of anti-discrimination) are 

spread in societies at a cognitive level. 

Among the concepts lifted up by the fieldworks, probably the most interesting 

and important one is that of institutional logic. This is a practical tool helpful in 

detecting in a more analytic way how large institutional structures may affect actor‟s 

dynamics at the micro level. While the concept of professional logic may help to 

understand how certain professional groups think, that of dominant logic may help to 

understand how an entire field thinks, thus displaying a complete picture of how local 

practices are influenced by institutions and in their turn influence institutions.  

The results produced by the fieldworks ultimately show that it is possible to 

sketch two main ideal-typical dominant institutional logics as embraced by the majority 

of the members of the labor market for software professionals in Silicon Valley and 

Stockholm. At times these local logics are challenges by more global ones, usually sus-

tained by those more “transnational” professional groups.  

The recognition of these two distinct dominant field logics, one in Silicon Valley 

and one in Stockholm, is actually a fundamental feature emerging from the interviews 
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and an important indicator of the relevance of the institutional embeddedness of job-

matching practices in start-ups. Actors in the same local organizational field embrace a 

common dominant logic when commencing upon their entrepreneurial ventures and 

when hiring their executives. This logic in its turn is supported by an underlying com-

mon rationale, i.e. an explanatory underpinning of the dominant logic.222 

The first local dominant institutional logic is the one detected in the Silicon Val-

ley labor market for software professionals. I label this logic as business logic and its un-

derlying rationale as a rationale of efficiency. Engineering programs and university-

industry links are affected by this logic, envisioning software as a business and entre-

preneurship as a serial act of organizational founding, to be tackled in the most effi-

cient way in order to achieve the transformation of discoveries into businesses. The 

interests of all parties involved in this serial pattern of organizational founding are 

economic in nature. When forming their executive teams (the very foundation of a 

high-tech start-up) start-up actors design the recruitment and selection of candidates 

following an efficiency-based problemistic approach, consisting of the individuation of 

a resource problem and the finding of a solution. First, an executive position is opened 

in order to supervise the building-up of a more sophisticated product or to undertake 

a more advanced start-up phase. Then a search and a following selection is activated in 

order to find the candidate possessing the right type of human and social capital for 

solving the problem. The search and selection methods also display the use of an effi-

ciency rationale where certain methods are often embraced to avoid legal damages and 

therefore economic losses. The use of intermediaries by start-ups and the role played 

by the former of scapegoats and buffers demonstrates just the embracement of this 

efficiency rationale and of this business logic.  

The rules of the matching game among founders, VCs, ESFs and candidates in 

Silicon Valley are also regulated by this very logic and rationale. These relationships are 

embedded in the business identity of the actors, based on professional codes of ethics 

and regulated by legal forms of punishment. The institutional environment, characte-

rized by a certain fragmentation and porousness in its regulative dimension, leaves a 

certain space for agency. Agency is endorsed by a rationale of efficiency emanating 

directly from a weak state that, in a non-interventionist fashion, pushes actors toward 

the remolding and reshaping of those institutional mandates (such as laws) not enough 

                                                 
222 Although in the institutional literature, certain authors use the term rationale as synonymous with 
logic, I use this term to refer to the underlying foundation on which a certain logic is based. 
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clear or close to the demands of the business world. Eventually, these practices evolve 

into negotiations producing new laws more connected with the exigency of the busi-

ness world.  

The second local dominant institutional logic is the one detected in the labor 

market for software professionals in Stockholm. I call this logic a personal logic and its 

underlying rationale as a rationale of cultural fit. Already during their university years, 

start-up actors in Stockholm envision software entrepreneurship as a phenomenon 

rotating around the person of the entrepreneur and aiming at the realization of a long 

term scientific vision into reality. The interests for these actors are not predominantly 

economic. However, it is possible to underscore an overlapping between the main log-

ic of the field and the professional logic of a specific group of actors: the VCs. The 

VCs‟ logic in fact is more business than person oriented and closer to the one used by 

their VC colleagues in Silicon Valley. When designing the recruitment and selection of 

executives, start-up actors in Stockholm use an opportunistic approach, where the per-

son more than the position is under focus. Candidates are searched and selected not 

only for their skills but, most importantly, for their personal and cultural fit with the 

start-up and later on a position is tailored around them.  

Relationships among the players of the matching game in Stockholm are embed-

ded in the personal identity of the organizational actors, based on reciprocal trust and 

regulated by systems of reputational punishment. Reputation based interest often pre-

vails over economic ones. The regulative dimension of the institutional environment, 

characterized by a certain unitary and homogeneity, does not leave great space for 

agency; instead a rationale of cultural fit emanating by a strong state promotes the 

conforming of actors to wide cognitive sets of common cultural beliefs. Negotiations 

with the regulative dimension appear more difficult to achieve as well as spaces for 

potential institutional entrepreneurship. 

These two different logics indeed seem to polarize towards two classical ideal-

typical organizational models particularly dear to sociologists: that of Gesellschaft (socie-

ty) and Gemeinschaft (community) (Tönnies 2001). Scholars in entrepreneurial studies 

envision start-ups and entrepreneurial teams as places where it is possible to find these 

forms, working separately or in conjunction. While Gesellschaft relationships refer to 

that type of association of humans who, though not sharing the same feelings, are 

cooperating in rationally conceived forms of social relationships in order to achieve 

the respective instrumental objectives, Gemeinschaft relationships are interpersonal ties 

characterized instead for being based on common beliefs and feelings shared by the 
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participants so that the participant inserts him or herself into this type of organization 

as a bearer of a specific belief and not as a carrier of a “rationally conceived” role 

(Francis and Sandberg 2000: 8). Start-ups actors in Silicon Valley and Stockholm seem 

to embrace respectively these two models of Gesellschaft and Gemeinschaft when con-

structing their matching practices. Naturally some hybrid forms may arise, especially 

when competing professional logics are involved in the process. 

By endorsing these logics, entrepreneurial and hiring actors in Silicon Valley and 

Stockholm not only focus their attention on different ways of understanding, assessing 

and reacting to the surrounding environments. By embracing these two different set of 

logics, the US and Swedish actors differentiate from each other also in selecting the 

problems to be tackled, the solutions to be pondered, and the ones to be chosen 

(March and Olsen 1976). In this way, entrepreneurial and hiring actors become both 

players and creators of the rules of the game leading to the matching-up of candidates 

to executive positions in software start-ups. These two ways of constructing entrepre-

neurial and hiring practices demonstrate how two very divergent approaches can result 

in success as achieved in both Silicon Valley and Stockholm, both locally and interna-

tionally. At the same time, these two approaches as polarized create the ends of the 

spectrum of behavior possible for these types of organizations, leaving much room for 

future research to explore with respect to these issues.  
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