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Abstract: In the current era of globalization and competitive edge, the survival of newly established
ventures has become a big challenge. Numerous studies have been carried out to discover factors
that are essential for newly initiated ventures but the results are still fragmented. This study focuses
on measuring the effect of entrepreneurial strategy, network ties, human capital and financial capital
on new venture performance. A structured questionnaire was used to collect data from 196 registered
firms located in the emerging market Pakistan. The results indicate that entrepreneurial strategy,
network ties and financial capital have a significant positive effect, while human capital showed an
insignificant effect on new venture performance. This research recommends owners and managers
of new firms build effective entrepreneurial strategies, expand their networks with external bodies
(other firms, government and financial institutions) to acquire useful resources that in turn can spur
their performance. Further implications are discussed. Policy makers and responsible authorities are
advised to encourage and support new ventures which in turn can contribute to GDP and economic
development. Practical implications and suggestions are also discussed.

Keywords: financial capital; network ties; human capital; entrepreneurial strategy; new venture
performance; South Asia; Pakistan

1. Introduction

In today’s turbulent markets, the success of newly established ventures has become a key and
challenging question. In response to this, numerous studies have been conducted in developing
and developed countries. In other words, some of the studies have focused on the factors that may
cause the failure of enterprises while others have discussed the success, growth, and performance
(e.g., Ahlstrom 2010; Yang et al. 2018; Anwar et al. 2018a). However, the growth and success of newly
established ventures are relatively low in emerging economies as compared to more developed, often
Western ones. One area of research has discussed the failure of newly built ventures while others have
focused on new venture success (e.g., Messersmith et al. 2018; Baidoun et al. 2018).

Major causes of the failure of new ventures include lack of resources, lack of support,
lack of financial capital, environmental uncertainty and weak institutional support (Anwar 2018;
Manev et al. 2005). In contrast, factors leading to the success of ventures include a strong
relationship with external bodies, adequate resources, effective strategies and human resources
(e.g., Adomako et al. 2018; Bruton et al. 2000; Milosevic 2018). Still a few shortcomings exist in previous
studies as many of them have been conducted in developed economies while emerging economies
were less often discussed. Moreover, the role of certain factors such as entrepreneurial strategy, network
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ties, human and financial capital in new venture success is rarely debated in emerging economies in
South Asia, such as Pakistan.

Thus, this study examines the role of contemporary factors (e.g., entrepreneurial strategy, network
ties, human and financial capital) in new venture success. Newly started firms face severe competition
in dynamic markets. It is very difficult for them to enter into an unknown market. Hence, they require
a unique entrepreneurial strategy and network ties to be successful in their mission. Strategy helps
them to enter into the market while network support firms to create new customers, suppliers
and business partners which can result in higher performance (Lechner and Gudmundsson 2014;
Saha and Banerjee 2015).

Network ties are the characteristics of social capital. Network ties refer to the linkage and
association of firms with customers, suppliers and business partners, etc. (Anwar et al. 2018b). At the
early stage of a business startup, network activities play a significant role because entrepreneurs are
afraid of failure but the network encourages them to proceed (Zhang and Li 2010). Human capital is
comprised of the entrepreneur’s knowledge, skills, experiences and background ability, etc., for the
success of the firm. Particularly, the growth of new established firms is significantly influenced by
human capital (Danso et al. 2016). Financial capital refers to finance, money, as well as financial
resources, owned by a firm. For the startup of a new business, financial capital is a core driver because
business at the initial stage face various unexpected shocks and finance can help them in theses case
(Cooper et al. 1994).

Small and medium-sized enterprises (SMEs) in Pakistan significantly contribute to economic
growth and GDP. The State Bank of Pakistan defines SMEs as “small enterprises are those which have
employees up to 20 and annual sale up to Rs.75 million. While medium enterprises in the services sector
have employees from 21–250 and in manufacturing sectors the employees from 51–250 and annual
sale for services and manufacturing enterprises from Rs.75 million to Rs.400 million”. According to
the World Bank Report (2009), there are 3.2 billion SMEs in Pakistan, which comprise of 95% of all
businesses and contribute more than 40% to the country GDP. SMEDA (Small and Medium Enterprises
Development Authority) established in October 1998 provides different policies and programs for
the development and growth of SMEs. Hence, the survival of SMEs in such regions is important to
alleviate poverty and to enhance economic growth.

The current study is an attempt to contribute to the existing literature of entrepreneurial strategy,
network ties, human, financial capital and new venture success in several ways. For instance,
as discussed earlier, previous studies have contributed much to the research of entrepreneurs’
success and performance using different approaches and factors (e.g., Anwar et al. 2018a;
Messersmith et al. 2018; Baidoun et al. 2018). However, few studies have examined the impact of
entrepreneurial strategy, network ties, human, financial capital on new venture performance in
emerging economies. There is a great need to explore the factors that can enhance the survival
of SMEs in the long run and to protect them from failure in developing markets. In other words,
SMEs in emerging economies contribute a significant portion to GDP and help in poverty alleviation
(Degong et al. 2018). Still, many newly born ventures are unable to survive for the long run in emerging
markets (e.g., Anwar and Shah 2018). Hence, this research facilitates SMEs to take a sustainable
competitive position and enhance their growth in the dynamic market. Second, using the factors
of entrepreneurial strategy, network ties, human and financial capital, this study contributes to the
resource-based view (RBV) and social network theory. RBV theory claims that unique, rare and
immutable tangible and intangible resources (e.g., human capital, network ties, strategies and financial
capital) help firms to perform over other firms (Barney 1991). The social network theory indicates that
strong ties with external bodies and partners enables ventures to gain valuable resources and spur
growth (Burt et al. 2013). Furthermore, the failure of new ventures has become a challenge for SMEDA,
policy makers and practitioners in emerging and developed economies. This research helps them
modify their strategies for the growth and survival of newly initiated firms which in turn contribute to
economic growth and development.
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This research is organized as follows: First, it discusses the background and importance of the
study. In the proceeding section, the theoretical background, methodology and analysis are discussed.
Finally, the discussion, contributions and conclusion are presented.

2. Theoretical Background

Existing theories about entrepreneurial orientation have limited evidence and information
regarding the importance and contributions of entrepreneurial strategy, network ties and human,
financial capital in the growth and success of new ventures. However, it is claimed that the combination
of these factors; financial capital, social capital and human capital, are crucial and necessary for the
success of new ventures (Mallon et al. 2015). In the initial stage, venture performance is significantly
affected by several factors; particularly, human capital and financial capital are thought to play a
significant role (Ahlstrom et al. 2018; Cooper et al. 1994). A new venture needs adequate resources
and support to enhance its growth (Anwar et al. 2018b). RBV theory claims that a venture having
enough tangible and intangible resources (human capital, network ties, strategies and financial capital)
performs over other firms (Barney 1991). Resources can be acquired through social capital and network.
A well-formed network and social capital strengthen the spirit of an entrepreneur to start a new
business (Tata and Prasad 2015). The social network theory indicates that strong ties with external
bodies and partners enables ventures to gain valuable resources and spur growth (Burt et al. 2013).

3. Hypotheses Development

3.1. Entrepreneurial Strategy and New Venture Performance

Strategy is a systematic plan of efforts to achieve long-term objectives (Cohen and Cyert 1973).
From a business perspective, strategy is associated with different kinds of objectives. Enterprise
strategy has been defined from different perspectives as per the study need and outcome. Table 1
provides a brief detail of the definitions of strategy used in previous studies.

Table 1. Enterprise Strategy Defection in Strategic Literatures.

Prospective Author (Year) Enterprise Strategy Definition

Society relationship Schendel and Hofer (1979)
A strategy which directly
discourses the relationship of an
organization with society.

Mission and Vision Freeman (1984) Consists of the answer to the
question “What do we stand for?”

Value creation Steyn and Niemann (2008)

It is a tool for combining societal
expectations, values, norms, and
standards into the firm’s strategic
decision-making processes.

Environmental issues Stead and Stead (2000)
Ethical foundation spirits beyond
the human community to
discourse environmental issues.

Competitive Advantage Porter (1980)

Firm strategy to achieve
comparative advantage and
superior performance on the basis
of cost and uniqueness of product
in dynamic markets.

From a resource-based view perspective, strategy is defined as an “ongoing search for rent or
above the normal rate of return. Rent is received through the effective utilization of an organization’s
capabilities and resources to gain competitive advantages” (Chandler and Hanks 1994). In the present
study, we aim to use the strategy suggested by Porter (1980) who described a strategy as a firm’s plan
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to achieve competitive advantage and superior performance. According to Porter (1980) competitive
advantage and superior performance can be achieved through the cost leadership strategy and
differentiation strategy which simply refers to competitive strategy. In a cost leadership strategy,
a firm aims to provide products and services to their customer at the lowest price i.e., firms aim to be
the lowest cost producer in the market and industry. In a differentiation strategy, firms aim to provide
unique kinds of products and services to their customers i.e., the customers may perceive that the
product is a new one (Porter 1980). Porter’s competitive strategy is also known as the business strategy
as well as enterprise strategy.

Both the cost leadership strategy and differentiation strategy (hereafter referred to as
entrepreneurial strategy) were found to be significantly and positively related to new venture
performance (Teeratansirikool et al. 2013). Especially in emerging economies such as Pakistan,
entrepreneurial strategy plays a significant role in the competitiveness and success of newly
established ventures (Anwar et al. 2018a). Similarly, some other studies also concluded that
competitive strategy (entrepreneurial strategy) has a positive and significant impact on the firm’s
performance (Lechner and Gudmundsson 2014; Acquaah and Agyapong 2015; Sun et al. 2016).
Therefore, we hypothesize:

Hypothesis 1 (H1). There is a significant positive relationship between entrepreneurial strategy and new
venture performance.

3.2. Network Ties and New Venture Performance

Networks are defined as a group of actors (people, divisions or businesses) and their strategic
links (community, family, finance & business alliances, etc.) with each other (Johnsen and Johnsen 1999).
Network is the concept of social capital and social capital is characterized by norms of recognized
behaviors and trust, which permit participants to act effectively together in search of shared objectives
(Flora 1998). Social capital is an important element which enables emerging entrepreneurs to establish
networks with customers, suppliers, creditors, other businesses and institutions. Networks also
identify opportunity and generate innovative and proactive ideas (Manev et al. 2005). Building
relationships with government, other businesses and financial institutions is very important for newly
started ventures in emerging economies such as Pakistan (Anwar et al. 2018b).

Both formal and informal network support are essential for enterprises to create the relationship
with actors in their environment to gain essential resources, knowledge and support which cannot
be accessed by them directly. Network ties, trust, and shared vision have been found to affect the
performance of small firms by creating resources, providing knowledge and mounting new capabilities
(Saha and Banerjee 2015). Firms try to establish different networks for different purposes. For example,
marketing networks depend on the firm’s management capacity and the firm’s culture which results
in a high business reputation. In general, all kinds of networks are carried out for the firm’s growth
and performance (Lechner and Dowling 2003).

The formal network with business association and industry association provides a variety of
benefits such as managerial, financial and technical services as well as legal advice. Network ties
bring a considerable improvement to a firm’s performance (Saha and Banerjee 2015). Networking
is a significant element in emerging economies for superior performance which is characterized by
relational and collective culture (Manev et al. 2005). Based on the arguments concluded in previous
studies, we propose the hypothesis:

Hypothesis 2 (H2). There is a significant positive relationship between network ties and new venture performance.
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3.3. Human Capital and New Venture Performance

Human capital theory describes human capital as the core driver to improve enterprise
performance (Huang et al. 2016). Human capital uses various resources such as skills, knowledge, and
abilities to improve the firm’s performance, e.g., it has a strong relationship with the firm’s profitability
(Delaney and Huselid 1996; Samagaio and Rodrigues 2016). The importance of human capital increased
recently because of its prominent role in newly started ventures (Felício et al. 2014). Entrepreneurial
human capital is an essential element in tumbling the firm’s insolvency fear in high technological
firms, however results are not significant in low technological firms (Kato and Honjo 2015). It is
also argued that human capital has a strong but weak relationship with entrepreneurs’ success.
Results also suggested that human capital dimensions have a different influence on venture success.
A few dimensions are significant while others have an insignificant impact on entrepreneur success
(Unger et al. 2011). Human capital matters much in the growth and development of newly initiated
ventures as it is considered a critical driver of newly born firms (Capelleras et al. 2018).

Human capital results higher performance in young audit firms in competitive markets
(Danso et al. 2016). Performance of new firms can be improved through a combination of
complementary skills such as technical education, commercial experience as well as managerial
technical skills (Ganotakis 2012). Human capital has become an intangible resource for the success
of new venture performance. It has a positive influence on a firm’s profitability and growth
(Chen and Chang 2013; Doong et al. 2011). Therefore, we propose the hypothesis for human capital
and firm performance:

Hypothesis 3 (H3). There is a significant positive relationship between human capital and new venture performance.

3.4. Financial Capital and New Venture Performance

Financial capital plays a significant role in the profitability of firms (Coleman 2007). Entrepreneurs
with sufficient financial capital have low risk. Sufficient finance allows a firm to use resources
effectively and to gain competitive advantage. However, newly established firms face a lot of financial
troubles due to lack of internal finance. Particularly, initial capital (also referred to as internal funds)
plays a significant role in business operations and sustainability (Huang 2016). In emerging markets
such as Pakistan, adequate financial resources enable firms to expand and grow their business easily
(Songling et al. 2018). In the initial stage of new ventures, financial capital is one of the most significant
tool; it can generate a shield against accidental shocks and allows firms to pursue unique kinds of
strategies that cannot be imitated by competitors (Cooper et al. 1994). In general, a firm’s financial
capital plays a crucial role in the operational and business cycle. Liabilities can be paid on time and
new opportunities can be explored with sufficient funds. A new venture needs enough resources to
improve performance as well as gain competitive advantages (Huang et al. 2012). Entrepreneurial
finance has a significant influence on venture success (Huang 2016). Based on the available arguments,
we propose the hypothesis:

Hypothesis 4 (H4). There is a significant positive relationship between financial capital and new venture
performance.

The research model is presented in Figure 1.
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Figure 1. Research Model.

4. Methodology

4.1. Sample and Data

Data were collected from SMEs operating in Rawalpindi and Islamabad using a structured
questionnaire. The registered SME list was taken from the Islamabad Chamber of Commerce and
Industry (ICCI), which has approximately 4000 registered firms, and from the Rawalpindi Chamber
of Commerce and Industry (RCCI), which has about 5408 registered firms. Therefore, the study
population is approximately 9408. These firms include manufacturing, services, and traders. However,
we focused on newly established firms operated since the last 10 years.

4.2. Procedure

We distributed 250 questionnaires among the firms and asked them to be filled by the
owners, executives and top managers because of their awareness about performance and strategies
(Anwar et al. 2018c). SMEs are often reluctant to provide their information, so we ensured them about
the information obtained through the questionnaire. We used a hard copy approach because an email
survey gives a very low response rate and takes more time. We received 207 questionnaires back,
of which 196 were only usable and the remaining were excluded from data analysis because they were
not completely filled and some of them had missing information. The response rate achieved in this
research was 67.6%.

4.3. Measurement of Variables

4.3.1. Dependent Variable

The study uses the firms’ performance as a dependent variable. Firms’ performance can be
measured via subjective and objective measures. The subjective measure uses self-reported data,
collected through questionnaire and interview. Objective measure uses data collected from accounting
records, financial statements, the stock exchange and the state bank. In the present study, we relied on
the subjective measures of firms’ performance because of several reasons.

1. Financial data of SMEs is not publicly available. Owners, executives, and top managers are not
willing to provide accurate accounting data about their firms (Dibrell et al. 2014).

2. Previous studies suggested that there is a strong association between subjective end objective
measures of firms’ performance (Deligianni et al. 2016; Nandakumar et al. 2011).

3. Subjective measures cover broader dimensions of firms’ performance as compared to objective
measures (Dossi and Patelli 2010).

The firms’ performance (financial performance and non-financial performance) was evaluated
based on the previous study by Charoensukmongkol (2016), where owners and managers were asked
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“How well your firm performs relative to your major competitors based on the factors given below
such return on assets, return on equity, market shares, return on investment, customer satisfaction and
customer demand etc.”.

4.3.2. Independent Variables

The study used four independent variables; entrepreneurial strategy, network ties, human capital
and financial capital. Entrepreneurial strategy is measured with various dimensions and it is sometimes
related to vision, mission, goal and objectives, planning and competitiveness. Different strategies were
used in previous studies such as Wagner (2004), Chandler and Hanks (1994) and Zhu (2013) etc. In the
present study, we relied on enterprise strategy related to the firm’s competitiveness and comparative
advantage. The strategy used for competitiveness, normally called cost leadership strategy and
differentiation strategy, was used in previous study of Chandler and Hanks (1994).

The items used for financial capital, social capital and network ties were adopted from the
previous study by Huang (2016) and were slightly modified as per the study’s intended outcomes.

4.3.3. Instrument/Scale Used

All variables were measured using the 5 Likert scale. The independent variables were measured
using the scale showing strongly disagree = 1, disagree = 2, neutral = 3, agree = 4, strongly disagree
= 5. However, the firm’s performance was measured using the 5 Likert scale showing 1 = extremely
declined, 2 = declined, 3 = average, 4 = improved, 5 = extremely improved.

4.3.4. Control Variables

In order to reduce spurious results, we used the age of the firms, nature of industry and
gender of owners, executives and top managers as control variables to check the impact of financial
capital, network ties, social capital and enterprise strategy on venture performance. We controlled
these variables as the previous studies concluded that these variables can impact firm performance.
The firm’s size, age, and nature of the industry were recommended to be controlled while checking
outcomes of the firm’s performance (Shirokova et al. 2013). The results indicated that age and size of
the firms have a significant influence while educational background has insignificant influence on new
venture performance.

4.4. Demographic Profile of the Ventures

Table 2 shows the demographic detail of the firms. In the descriptive statistics, the age of the firm,
nature of industry and gender of the owners, managers and executives were shown with the total
number and their percentage in the sample. It is clear that major firms in this study are manufacturing
firms because they have a formal strategy process and plan when it comes to production and sales.
A total of 188 respondents were male while only eight were female. It indicates that in Pakistan,
females do not prefer to start a business because of an unsafe environment, culture, and barriers.
Coleman (2007) suggested that women are less experienced, have low capital and often hold very
small firms as compared to men. They also have limited financial knowledge and resources compared
to established firms in dynamic markets. Size shows that 16 firms had 20–50 employees, 33 firms had
51–100 employees, 53 had 10–150 employees, 51 firms had 151–200 and 40 firms had 201–250 employees.
The educational background of owners and managers showed that 70 owners and managers were
intermediate and below, 44 had a Bachelor education, 74 had a Masters education and only eight
owners and managers were PhD qualified.
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Table 2. Profile of Firms.

Factors Total Number Percentage of Total

Age of Firms
1. 1 to 3 years 75 38.3
2. 4 to 7 years 66 33.7
3. 8 to 10 years 55 28.1

Nature of Industry
1. Manufacturing 97 49.5
2. Trading 64 32.7
3. Services 35 17.9

Gender
1. Male Owner, Executive, etc. 188 95.9
2. Female Owner, Executive, etc. 8 4.1

Size of the firms
1. 20–50 employees 16 8.2
2. 51–100 33 16.8
3. 101–150 53 27.0
4. 151–200 54 27.6
5. 201–250 40 20.41

Educational Background
1. Intermediate and below 70 35.7
2. Bachelor 44 22.4
3. Master 74 37.8
4. PhD, etc. 8 4.1

Total 196 100

5. Analysis and Results

In this research, we executed several statistical tests such as reliability, descriptive statistics,
normality, multicollinearity and correlation that are shown in Table 3. Hypotheses are tested through
regression analysis given in Table 4.

5.1. Reliability

In the present study, Cronbach’s alpha reliability was executed (see Table 3) to measure the
internal consistency of the observed factors. Previous studies suggested that the reliability value above
(0.60) is acceptable (e.g., Anwar et al. 2017). The reliability for financial capital is (0.70), network ties
have reliability value (0.65), human capital reliability value shows (0.62) and entrepreneurial strategy
has value (0.80) while the highest value of firm performance found out (0.91). All the variables have
reliability values within the accepted range which may be intended to provide trustable results.

Table 3. Correlation among Variables.

Variables Mean S.D 1 2 3 4 5 6 7 8

1. Firm Age - - 1
2. Size - - −0.027 1
3. Education - - 0.074 0.272 ** 1
4. Enterprise Strategy 3.7474 0.72235 0.048 0.311 ** 0.211 ** (0.80)
5. Network Capital 3.1327 0.80956 0.111 0.380 ** 0.115 0.378 ** (0.65)
6. Human Capital 3.2959 0.41505 0.032 −0.020 0.020 −0.031 0.095 (0.62)
7. Financial Capital 3.0979 0.44876 −0.036 0.155 * 0.348 ** 0.326 ** 0.050 −0.019 (0.76)
8. Performance 3.4852 0.51861 0.122 0.504 0.239 0.558 0.727 0.090 0.260 (0.91)

Skewness - - - - - 0.376 0.340 0.501 0.648 0.354
Kurtosis - - - - - −1.153 −1.512 −0.907 0.045 −1.488
VIF - - - - - 1.317 1.190 1.015 1.127 1.317
Tolerance - - - - - 0.759 0.840 0.986 0.888 0.759

Note: N = 196, * p < 0.05. ** p < 0.01.
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Table 3 shows the mean and S.D of the study variables. The highest standard deviation is of
the firm’s age followed by network ties that show Standard Deviation (S.D) = 0.81, 0.80 respectively.
It tells the highest variation as compared to other variables. The lowest variation in human capital
shows (S.D = 0.42). The mean value of the study variables shows that all the factors have their mean
value greater than 3. The data are normally distributed as all the factors have their skewness and
kurtosis values in the acceptable range ±2 (see Table 3) as recommended by George (2011). There is no
multicollinearity issue in the data as all the factors have their Variance Inflation Factor (VIF) less than 3
and the tolerance values are greater than 0.10 that are shown in Table 3.

5.2. Correlation

Table 3 shows the Pearson’s correlation results of two-tailed tests executed to forecast the nature
of the relationships among variables. On the basis of correlation results, we cannot accept or reject the
study hypotheses, however, it provides initial support for the hypotheses. There is a significant positive
relationship between enterprise strategy and venture performance (r = 0.558, p < 0.01). Network
ties are significantly and positively related to venture performance (r = 0.727, p < 0.01). The value
(r = 0.090, p > 0.01) shows that there is no significant relationship between social capital and venture
performance. There is a significant positive relationship between venture performance and financial
capital (r = 0.260, p ≤ 0.01).

5.3. Regression Analysis

The model summary shows that the model is fit i.e., significant. It elaborates that all the
independent variables of the study bring 66.7% change in new venture performance and the
significance value shows (Sig. F change = 0.000) that the model is significant. Multiple linear regression
analysis was executed to test the hypotheses of the study (see Table 4). We used age, size of firms and
educational background of owners and managers as control variables and entrepreneurial strategy,
network ties, human and financial capital as independent variables, and venture performance as the
dependent variable. Step 2 of Table 4 provides results for the main effect.

H1 of the study is supported as the resulted that entrepreneurial strategy has a significant positive
impact on venture performance (β = 0.178, p < 0.000). It can be interpreted that one unit increase in
effectiveness of entrepreneurial strategy brings 17.80% increase in venture performance. Further, it can
be elaborated that firms with good competitive strategy perform well.

Table 4. Hypotheses Testing (Regression).

Coefficients

Model
Unstandardized

Coefficients
Standardized
Coefficients t Sig. Adj. R2 R2

B Std. Error Beta

1

(Constant) 2.525 0.128 19.725 *** 0.270 *** 0.282 ***
Size 0.207 0.027 0.481 7.556 ***

Firm Age 0.082 0.039 0.128 2.080 **
Education 0.054 0.035 0.098 1.540 0.125

2

(Constant) 0.730 0.248 2.945 *** 0.667 *** 0.678 ***
Size 0.086 0.020 0.201 4.267 ***

Firm Age 0.036 0.027 0.057 1.354 0.177
Education 0.014 0.025 0.025 0.539 0.591
Enterprise
Strategy 0.178 0.035 0.249 5.168 ***

Network Capital 0.344 0.031 0.538 11.269 ***
Human Capital 0.063 0.052 0.051 1.214 0.226

Financial Capital 0.133 0.053 0.115 2.496 ***

Note: ** Significance at the 5% level; *** Significance at the 1% level.
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The values (β = 0.344, p < 0.000) show that network ties have a significant positive impact on
venture performance, which supported H2. One percent or unit increase in network ties can result
in a 34.40% increase in venture performance. H3 is not supported as the values (β = 0.063, p > 0.05)
show that human capital has an insignificant impact on venture performance. However, the value is
positive which describes that there is a positive but insignificant relationship between human capital
and venture performance.

Financial capital has a significant positive impact on venture performance (β = 0133, p < 0.000).
These results support the study H4. Results show that one unit increase in financial capital brings
a 13.23% increase in venture performance. Ventures with adequate financial capital perform well in
markets. In the control variables, only the size of firms has a significance, while age and educational
background do not play a significant role in the model.

Hypotheses remarks have shown in Table 5.

Table 5. Hypotheses Remarks.

Hypotheses Remark

H1. There is a significant positive relationship between entrepreneurial strategy and new venture performance. Accepted
H2. There is a significant positive relationship between network ties and new venture performance. Accepted
H3. There is a significant positive relationship between human capital and new venture performance. Rejected
H4. There is a significant positive relationship between financial capital and new venture performance. Accepted

5.4. Interview Results

This study used a mixed approach (i.e., explanatory sequential) to explore useful insights. A mixed
method approach increases the validity of results and provides a broader understanding of the
phenomena (Jick 1979). Hence, we conducted a face-to-face interview with five members from top
management including CEOs, HR and financial heads of newly started ventures. We asked six
questions from CEOs, HR and financial heads to gain in-depth contributions.

1. Which of the following entrepreneurial strategies do you use to improve your performance?

• Cost leadership strategy
• Differentiation strategy

Answer: Three respondents (two CEOs and one financial manager) said that they focus on cost
leadership strategy to enhance their profit. However, two respondents (HR managers) said that
differentiation strategy plays a significant role in the improvement of profitability.

2. To acquire useful resources that can enhance your performance, do you build relationships with
external bodies?

Answer: Four entrepreneurs (two CEOs, one HR manager and one financial manager) favored
networking for acquiring valuable resources required for high performance and long term survival.
However, one HR manager said that he has never tried to build networks for acquiring resources.

3. Does your human capital help in long term survival?

Answer: Two CEOs confirmed the importance of human capital in their venture success and
profitability. Two HR managers also endorsed human capital in their firms as a crucial and intangible
asset that is effective.

4. Have you enough financial capital to smoothly run your operation?

Answer: Three CEOs and two financial managers claimed that financial capital is the most
significant factor in business success.
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5. Which of the following factor(s) you think is(are) more important for high profitability?

• Entrepreneurial Strategy
• Network Capital
• Human Capital
• Financial Capital

Answer: Based on the average responses of CEOs, financial and HR managers, the most important
was network, followed by financial capital, entrepreneurial strategy and the least important was human
capital for high performance.

6. What others factors do you think are most significant for long term survival?

Answer: Despite the above mentioned factors, we also let them disclose factors that can spur
their survival. We received fragmented information as some enterprises claimed modern technology,
new opportunities and new products while others were in favor of business expansion and massive
number of customers.

Comparing the results of interview to questionnaires, a significant relationship exists between
both as interview results endorse questionnaires.

6. Discussion and Conclusions

A plethora of research has been conducted to determine new venture success especially in
emerging markets. However, the present study extends the existing literature by assessing the impact
of financial capital, network ties, human capital and enterprise strategy on new venture performance.
To achieve reliable results, we used a self-reported questionnaire.

In this study, we used the age of the firms, nature of business and gender of the executive, owners
and top managers as control variables to check the impact of financial capital, network ties, human
capital and entrepreneurial strategy on new venture performance in Pakistan. The regression analysis
showed that all three control variables have insignificant influence on new venture performance.
The results generated outcomes that age of firms, nature of industry and gender do not play a
significant role in new venture performance.

However, the present study revealed that financial capital has a significant and positive
relationship with new venture performance. The results supported our Hypothesis 1 proposed
that financial capital and new venture performance have a significant and positive relationship. Similar
results are also portrayed in previous studies. Consistent with Huang (2016), financial capital is a key
factor, particularly for new ventures, because it helps firms to identify new opportunities and gain
high performance in dynamic markets (Ahlstrom et al. 2018). In every stage of business operation,
financial capital plays a significant role because firms can easily pay current liabilities, as well firms
can utilize resources if sufficient funds are available. Our study favors Cooper et al. (1994) as financial
capital is a crucial driver which protects firms from unexpected shocks.

Network ties were found to be significantly and positively related to new venture performance.
The sample of the present study confirmed Hypothesis 2, that there is a significant and positive
relationship between network ties and new venture performance. These results are in line with the
previous studies such as Lechner and Lechner and Dowling (2003) who scrutinized that firms establish
different kinds of networks for different purposes but the ultimate goal of all networking is to promote
business and to gain superior performance. Also, Manev et al. (2005) pointed out that network ties
have a significant influence on firm performance in emerging economies. Saha and Banerjee (2015)
also concluded that networking is a significant element in firm performance. Manev et al. (2005)
argued that networking is an important element for emerging entrepreneurs because it helps a firm
establish a network with external partners which may help to identify new opportunities and increase
performance. In general, network ties help firms to connect with a new market, supplier and new
customers which may result in higher sales and profitability.
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Human capital was found to be positive but insignificant in the present study. The present study
shows that human capital increases new venture performance but insignificantly. The present results
do not support the Hypothesis 3 based on significance value. The results of the present study seem to
be associated with previous studies such as Cooper et al. (1994) as some of the human capital is very
strict and cannot be easily changed, and risk and benefit concerned with these factors can be expected.
Similarly, meta-analysis results show that human capital dimensions have varied influence on venture
success. All dimensions of intellectual capital do not significantly impact on entrepreneurs’ success
(Unger et al. 2011). Based on the study results we conclude that human capital is not a core driver
in improving new venture performance in Pakistan. Other factors have greater importance and play
a key role in the performance of a new venture. Krishna (2001) exposed that enterprises with social
capital report poor performance.

Moving to the Hypothesis 4 that posited that there is a significant and positive relationship
between entrepreneurial strategy and new venture performance is supported by the present study
results. The same results found in previous studies such as Leitner and Güldenberg (2010) documented
that the firms pursuing competitive strategy perform better than firms that have no competitive
strategy. Firms pursuing such a strategy utilize modern technology, search for new ways of operation
and thus result in higher performance in competitive markets. Lechner and Gudmundsson (2014) also
concluded that the competitive strategy of an enterprise has a significant and positive impact on firm
performance. Entrepreneurial strategy helps firms plan for the future market and opportunity. It helps
to reduce different kinds of expenditures related to the operation, distribution, and marketing etc.
and provide unique kinds of products so that customers purchase the product in bulk because they
perceive that the product is new and offered at a lower price. Ultimately, sales increase resulting in a
higher profit margin.

Correspondingly, the results indicate that the age of the firms, nature of industry and gender of the
owner, executive and top managers do not play a significant role in the performance of new ventures.
The most significant factors are the network ties that brings greater positive change in new venture
performance as compared to financial capital and entrepreneurial strategy. However, entrepreneurial
strategy has a greater influence on new venture performance as compared to financial capital and
human capital. The study results also show that human capital has a positive but insignificant influence
on new venture performance in the firms studied in Pakistan. It is a very important lesson for an
entrepreneur, owner, executive, and top manager to give considerable attention to their network ties.
They have to expand their network in order to bring greater positive change in the performance of
newly established firms (Peng and Zhou 2005; Wang et al. 2008). However, owners, executives and
top managers must also manage financial capital efficiently and create a strategy to enter into new
markets as well as to grow and survive in dynamic markets.

6.1. Implications for Practice

Based on the present study results, we can say that financial capital, network ties, and entrepreneurial
strategy are the significant and core factors followed by human capital in the success and performance
of new venture creation and survival. Our findings showed that network ties are the most significant
factor in the performance of a new venture that must be focused followed by entrepreneurial
strategy, financial capital, and human capital. Firms with broader network ties connect with more
suppliers, customers, and business partners which result in increased sales and improved performance.
Particularly for new venture performance, network ties are the most significant element in the dynamic
market. Similarly, entrepreneurial strategy also plays a significant role in the success of the new venture
as well as financial capital. However, human capital is a less important factor as compared to other
factors in the present study. So, owners, executives and top managers have to consider their network
ties with external partners but not ignore entrepreneurial strategy, financial capital, and human capital.
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6.2. Limitations and Future Research

This study contributes to the existing literature by adding insights from Pakistan’s emerging
economy. The study also extends previous literature by examining key factors such as financial capital,
network ties, human capital and entrepreneurial strategy which affect new venture performance in the
emerging economy. However, the study is not free of limitations such as a small sample size, focused on
a narrow area, only new ventures are targeted, as well as only core variables are selected as independent
variables. The paper is very descriptive and the implied causality is questionable. If an emerging
or pre-enterprise venture is assessed as promising, it can shape many of the explanatory variables.
Similarly, the present study used few widely used statistic tests, i.e., correlation and regression, and it
may be intended that some key outcomes can be generated by using other statistical tests. The study
only focused on new ventures operating in the emerging economy of Pakistan.

In addition, as the study was conducted in the emerging economy of Pakistan, it would be more
beneficial to conduct a study and compare developed and developing countries. The study used four
independent variables (financial capital, network ties, human capital and entrepreneurial strategy) on
new venture performance. Future researchers can use opportunity recognition as a mediator as well as
entrepreneurial education as a moderator to gain more favorable outcomes. Similarly, the comparison
between new venture performance and old venture performance can be conducted.

6.3. Conclusions

Ventures in the early stages face countless problems; lack of resources, lack of support and
newness that hinder their growth and survival in the dynamic markets. In response to the external
changes and smooth running of operational activities, they need adequate resources and support.
Steered by RBV and the social network theory, this research examined the influence of entrepreneurial
strategy, network ties, human capital and financial capital on the performance of newly established
ventures. Hypotheses of the research were tested on a data set of 196 Pakistani firms. The results
indicate that entrepreneurial strategy, network ties and financial capital significantly and positively
contribute to new ventures performance while human capital does not play a significant role in the
performance of new ventures. The results suggest that newly established ventures should focus
initially on building effective entrepreneurial strategies, establish relationships with external ties and
acquire adequate financial capital for their growth and performance. Policy makers and SMEDA are
advised to encourage and support new ventures which in turn can contribute to GDP and economic
development. Practical implications and suggestions are also discussed.
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