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Hypothesis 1a argues that offering stock ownership plans will posi-
tively affect survival odds, but is not supported in the model (Model 2:
H1la: 3 = 0.104, p > 0.10). Despite the non-significance of the findings we
sought to explore the direction of effects. Figure 1(a) shows that ven-
tures with stock ownership have a higher likelihood of failure. H1b pro-
posed that new ventures offering flextime will be more likely to survive
(Model 3: H1b: 3 =-0.577,p < 0.001), and is supported in the predicted
direction (Figure 1(b)).

Hypothesis 2a proposed that new ventures offering a healthcare plan
were less likely to survive (Model 4: H2a: f = -0.516, p < 0.001; Figure
1(c)). Based on Figure 1c health plans lowered the likelihood of failure,
and therefore, H2a is not supported and the effects are in the opposite of
the predicted direction. Hypothesis 2b proposed that new ventures of-
fering tuition reimbursement were less likely to survive and is not sup-
ported (Model 5: H2b: 3 =-0.247, p > 0.10; Figure 1(d)). Hypothesis 3a
(Model 6: 3 =-0.443, p < 0.001; Figure 1(e)) related to paid sick leave
was significant and Hypothesis 3b (8 = -0.216, p < 0.001; Figure 1(f)3
related to paid vacation was significant.

Overall, hypotheses 1a and 2b are not supported, H2a is not sup-
ported but is significant in the opposite direction and hypotheses 1b,
3a and 3b are supported. The results broadly suggest that stock owner-
ship or tuition reimbursement have no influence on survival, whereas,
flextime, health plan, paid sick leave or vacation offerings lower the haz-
ard of failure.

Discussion

During early stages of venture development, attracting and retaining
employees is the foundation of developing human capital related capa-
bilities. However, providing extensive employee benefits could increase
costs, have limited benefits during early stages, and at times increase the
odds of failure. This article utilizes a unique panel dataset to assess the
extent to which a variety of employee benefits offerings enhance or in-
hibit firm survival. The results of this article indicate that firms offering
flexible work arrangements, health plans, paid vacation days and paid
sick leave improved survival odds, while firms offering stock owner-
ship or tuition reimbursement realize no improvement in survival odds.
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Figure 1. Survival effects of (a) stock ownership, (b) Flextime, (c) health plan (d) tu-
ition reimbursement (e) paid sick leave and (f) paid vacation.

Employee benefits represent an important tool for ventures to at-
tract and retain talent (Klaas et al., 2000; Williams and Dreher, 1992).
The results of this article support the need to understand both the costs
and returns that employee benefits are expected to provide. Under the
guidance of existing theories of motivation (Vroom, 1964) we argue that
in order for a benefit to have a positive effect, it must be valued (i.e.
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valence) by employees. If a benefit is simply expected as an entitlement
of employment, or is similarly not perceived to be useful by employ-
ees, then that benefit is unlikely to yield a return for the organization.
Yet, if new ventures are able to invest in employee benefits that carry a
relatively small price tag, but retain the potential to motivate employ-
ees, then such benefits are likely to have a positive effect on firm per-
formance and survival.

The results of this article partially support this conceptual argument.
In particular, it appears that new ventures benefit from offering flexible
work arrangement to employees. New ventures may be able to benefit
by offering a more informal work space where employees are encour-
aged to set-up their schedules in a manner that fits their lifestyle. This
may create a strong employer brand for non-traditional employees, or
younger employees who may be more willing to exchange higher sala-
ries for greater flexibility. The flexibility serves as a positive signal to the
labor market, helping the firm to attract and retain quality employees.
This allows the new venture, in the parlance of De Clercq and Voronov
(2009) to both ‘fit in and stand out’ to build legitimacy.

The finding that healthcare benefit offerings are correlated with
higher survival odds is an important finding both practically and the-
oretically. Many employees seek out employers with strong healthcare
offerings and new ventures offering healthcare seem to be at a survival
advantage. This finding runs counter to the hypothesized expectation
and may demonstrate that healthcare coverage is becoming a significant
concern for employees across a broad spectrum of organizations. While
these employees still may not truly understand or appreciate the finer
points of the employer-sponsored plan, having the plan in place may
be enough to offer signaling and retention benefits that help firms to
overcome the significant costs associated with the plan. In other words,
healthcare benefits may not be motivating, but they may be an impor-
tant signal of legitimacy that helps to sort higher level human capital
into the firm. Alternatively, it may be that the absence of healthcare is a
significant dis-satisfier to many employees, such that offering a plan is a
necessary condition for attracting high-quality employees. Furthermore,
rising costs and the increased media and policy attention on health-
care has likely raised this issue to the attention of employees. Regard-
less, future work is necessary to determine the sorting effects of health-
care. Similarly, higher odds of survival associated with paid sick leave



