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		Abstract

		Startup firms face a significant managerial challenge when they grow beyond the boundaries of informal interactions.  This transition point has often been identified with a significant crisis in the growth path of these firms.  An important aspect of this transition is the adoption of management control systems.  Using a multi-method, multi-case field research design in a sample of 78 startup firms, we examine: (1) the speed of the adoption of financial systems vis-a-vis other management control systems.  We find that financial planning - including cash budget, operating budget, and sales projections - are the earliest set of systems adopted. (2) Variables associated with the rate of management control systems' adoption.  Our results indicate that number of employees, presence of venture capital, and time to revenue are positively associated with the rate of adoption.  Furthermore, the rate of adoption simultaneously affects firm size.  (3) The sequencing of adoption of financial systems vis-a-vis the adoption of strategic and human resource planning systems.  (4) Performance implications of the rate of adoption of management control systems.  In support of the often argued differences between entrepreneurs and managers leading to CEO replacement at this transition point, we find that CEO's that have adopted fewer systems have shorter tenures.  We also find evidence consistent with the association between company valuation and the adoption of management control systems.  This result takes advantage of the intimate knowledge that venture capital investors have about management processes within startup firms in the firms that they invest in. 
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