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HUMAN RESOURCES
Will Offering Benefits Boost
i ering Benefits Boost ...

OFFER BENEFITS?

or Break Your Startup?

growth-stage companies

TURNS OUT THAT timing really is everything, especially when it use benefits widely. If
cames to some common employee benefit programs. Researchers led by R bfg”d.
David S. DeGeest of the University of Groningen recently parsed data from Lt
the Kauffman Firm Survey, which for seven years tracked about 5,000 has been around for a
companies launched in 2004, and discovered that benefits can either fe"g Vel ey be
dramatically increase your startup's chances of survival or sharply reduce e
them, depending on when they are provided in your business's growth PERCENT OF COMPANIES
cycle. Farviability-stage companies, which the new study defined as less USING EACH BENEFIT
than three years old, even a single benefit can decrease the likelihood FLEXTIME

of succeeding. On the other hand, growth companies, which focus more

on creating internal procedures than on fundraising, saw a major boost 26

in longevity when they offered a single benefit, an effect compounded as BONUSES

more were added. The benefits studied were flextime, bonuses, health

insurance, and stock options. —KRIS FRIESWICK s
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The chance
of survival is
the same for
any company
;gﬂ;:nfg;'; AN ANVIL FOR NEW STARTUPS A ROCKET FOR ESTABLISHED FIRMS

tt = =
’J/‘;l;zt:grgof Other factors being equal, including founder education, Growth-stage companies have shifted their efforts from
businessit's in. experience level, company profitability, size, and funding, fundraising to creating internal procedures and practices that

young startups that added even a single benefit saw a solidify competitiveness. For these firms, adding benefits
profound negative effect on lifespan. That's because they had a profound impact on long-term prospects. The research-
diverted resources that could have been more effectively ers theorized that this was because of the increasing impor-
spent on achieving initial financial goals and legitimacy in tance of “inimitable” human capital as a company becomes
the marketplace, the researchers found. This murderous more established. Benefits can help attract and retain this
effect increases as more benefits are added. talent when it is most valuable to a firm’s long-term health.

SOURCE: DAVID 5. DEGEEST OF THE UNIVERSITY OF GRONINGEN AND ELIZABETH H. FOLLMER, SHERYL L. WALTER, AND ERNEST H. 0'BOVLE OF THE UNIVERSITY OF IOWA,
BASED ON THEIR STUDY, "THE BENEFITS OF BENEFITS: A DYNAMIC APPROACH TO MOTIVATION-ENHANCING HUMAN RESOURCE PRACTICES AND ENTREPRENEURIAL SURVIVAL




