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ACADEMIC ABSTRACT

Volunteers offer much to SBI programs. They bring new views, provide expert advice, and
coach student consulting teams. Volunteers help SBI Directors to increase community
development and outreach, involve more students, and improve consulting. How can the
experience be successfully managed? This paper first reviews the volunteer management
literature. Next, advice from the literature is combined with the authors’ extensive, award-
winning SBI experience to prepare narratives (with supporting checklists), including best
practices for volunteer orientation, supervision and evaluation. The narratives and checklists
support a preliminary, qualitative study. Initial analysis of results points to the potential
usefulness of further computer-aided analysis.

EXECUTIVE SUMMMARY

Volunteers offer much to SBI programs. They bring new views, provide expert advice, and
coach student consulting teams. By reducing the need for direct faculty oversight of student
teams, use of volunteers can help SBI Directors to increase community development and
outreach, involve more students, and improve consulting. However, commitment to the use of
volunteers requires faculty to take on a new role -- volunteer management. What does it take to
be successful? What guidance does the volunteer management literature offer? How do best
practices from the volunteer management literature apply to effective use of volunteers in SBI
programs?

To begin answering these questions, this paper first reviews best practices from the volunteer
management literature. Next, the paper explores ways to develop SBI best practices for three
functions — orientation, supervision and evaluation. Advice from the literature is combined with
the authors’ extensive, award-winning SBI experience to prepare narratives on best practices for
the three functions. Each narrative includes a checklist. These are then used to support a
preliminary, qualitative study involving interviews with volunteers and SBI instructors. Initial
manual analysis suggests the richness of the resulting data and the potential usefulness of further
computer-aided analysis.

Practitioners who will benefit from this paper include SBI Directors and faculty. For
practitioners, the most useful byproduct of this article will be the three narratives and their



accompanying checklists. While they are works in progress, they are well grounded by the
literature and SBI volunteer management experience. The checklists detail critical supporting
documents, action items, and techniques for volunteer orientation, motivation and retention.

BEST PRACTICES

Best practices for the use of volunteers extend far beyond recruiting the occasional guest speaker
or clerical support person. Philip Bernstein argues that “ a hallmark of leading non-profit
organizations is the intimate collaboration of their volunteer leaders and their professional staffs.
This collaboration is an integrated partnership based on their mutual support, on understanding
of what each contributes that the other cannot, of the responsibilities that are distinctive to each,
and of the responsibilities that are shared and why. Each is indispensable to the other. Each
helps enhance the capability of the other.” (Bernstein, 1997, p. 27) An integrated partnership is
not an automatic outcome. To achieve maximum efficiency and effectiveness, one must manage
the partnership.

In many ways best practices for managing part-time volunteers who serve without compensation
parallel best practices for managing full-time, paid staff -- with allowance for basic differences in
authority, responsibility, knowledge, experience and skills. (Bernstein, 1997; Connors, 1995;
Bradner, 1997; llsley, 1990; Independent Sector, 2002; Lee & Catagnus, 1999; Points of Light
Foundation, 2003) For example, the eight functions of volunteer management outlined by the
Points of Light Foundation are very similar to what one might devise for employees: planning,
recruitment, placement, orientation, training, supervision, recognition and evaluation.

In turn, the functions of volunteer management proposed by other writers largely resemble the
eight functions outlined above. (Fisher & Cole, 1993; Ilsley, 1990, p. 89; Ellis, 1992, pp. 18-20;
McCurley & Lynch. 1989, p.12) Also, similar functions are evaluated by assessment programs of
leading non-profits. (Kuric & Koll, 2000; American Cancer Society, 1999; Eystad, 1997,
McCurley & Vineyard, 1997)

The volunteer management literature -- while focused more on favorable results from trial-and-
error than on research findings specific to volunteer roles -- is rich with anecdotes concerning
best practices for carrying out the eight management functions. As one might anticipate from
previous paragraphs, authors’ recommendations from the field generally reinforce management
theory and principles familiar to SBI directors. We teach similar approaches to our students and
encourage them to help their clients apply them

HOW CAN BEST PRACTICES BE APPLIED TO SBI VOLUNTEER INITIATIVES?

As noted in the executive summary, use of volunteers in SBI programs offer many potential
advantages, ranging from acquisition of new insights and ideas to enhanced learning experiences
for more students. However, commitment to the use of volunteers requires SBI directors and
faculty to take on a new role -- volunteer management. What does it take to be successful? How
good is the guidance offered by the volunteer management literature for this new role? In the
previous section, the authors observe that the literature is rich with anecdotes concerning best
practices. How might the management lessons embodied in these anecdotes be employed to



achieve effective use of volunteers in SBI programs? This section of the paper explores ways to
learn answers.

Based on the authors’ extensive experience with managing volunteers in an award-winning SBI
program, the authors first narrowed their study to three of the eight functions: orientation,
supervision and evaluation. These three functions were the most challenging in managing an
average of thirty-five volunteers during the last four academic years. How might lessons from
the literature best be applied to improve management of the SBI in these three functional areas?

Next, the authors wrote three narratives, each supported by a checklist. In writing the narratives
and checklists, they drew on time-tested methods they use to manage their SBI’s volunteers.
Also, they attempted to learn from the anecdotal lessons in the literature. The goal of each
writing was to prepare a well founded essay on how to better manage volunteers in SBI
programs. The checklists detail critical supporting documents, action items, and techniques for
volunteer orientation, motivation and retention. The following three subsections present the
narratives and checklists.

Narrative on orientation

For SBI field case volunteers, orientation centers around the time line and deliverables of the
consulting engagement. However, it is important to tie these elements back to the mission and
work of the SBI program. The volunteers need to clearly understand how proper execution of
their role is an important part of that mission.

Orientation is not just for the volunteers. As Berstein points out, best results require intimate
collaboration between volunteers and SBI faculty. This collaboration needs to be an integrated
partnership. While it is not always possible to get busy volunteers and busy faculty in the same
room outside of scheduled class meetings, the SBI faculty should receive the same orientation as
the volunteers so that they know what volunteers are being told to expect

Additionally, the director needs to assure SBI faculty are made comfortable with using highly
qualified volunteers, trained to work with volunteers, and receive advance briefings concerning
each volunteer that enters their classroom. Also, faculty need orientation on two additional
subjects: (1) their responsibility to teach students how to interact with mentors and gain full
benefit, and (2) practical tips for doing so. During the academic term, it is the SBI faculty, not
the SBI Director, who are key to a successful, integrated partnership.

Volume permitting, it is recommended that volunteer orientations be given one-on-one at the
volunteer’s place of business. Figure 1 (available upon request) presents an Orientation
Checklist.

Narrative on supervision
The purpose of supervision is to support the work of SBI volunteers. Two levels of supervision

are involved in the SBI program — the SBI Director and the SBI faculty member. For SBI, the
supervisory challenge is to encourage the volunteers to advise/guide professionally without



stifling their efforts to motivate students and move the counseling process to worthwhile results.
When working with talented volunteers who are not being paid to take orders, it is critical to
provide advance orientation and training that sets the stage and the rules of the game. The
materials listed in Figure 1provide such structure and allow day-to-day interaction between the
SBI faculty and their volunteers to be focused on enhancing student learning and serving clients,
rather than on procedural matters. Figure 2 (available upon request) lists useful supervisory
techniques for SBI directors and faculty.

Narrative on evaluation

SBI programs serve many constituencies: business, community and education. The mantra of
SBI, “fostering entrepreneurial education together,” is best seen as a win-win process. In this
context, evaluating an SBI program, and the use of volunteers in particular, centers around three
questions: Are all constituents contributing? Are all constituents learning? How can we improve
the collaboration? If one seeks the many benefits of an integrated partnership between volunteers
and SBI, one must evaluate all aspects of the volunteer initiative, and use findings as a
collaborative basis for corrective action and individual, team and program improvement — both
during the academic term and between academic terms. Figure 3 (available upon request) lists
evaluation techniques and metrics for SBI volunteer initiatives.

How useful are the anecdotes? — A preliminary qualitative study

Once the authors completed the three narratives and checklists on orientation, supervision and
evaluation, the next step was to seek means to validate/enrich the contents. After all, the
narratives and checklists are based on a combination of the authors’ personal SBI experience and
anecdotes from the volunteer management literature describing best practices. To explore the
usefulness of the initial qualitative constructs, the authors designed a study to gather qualitative
data from other viewpoints. During the study, the authors interviewed volunteers and instructors
who served their SBI during the 2005-2006 academic year (two semesters). The respondents
coached undergraduate students in eight student consulting classes, two business plan
preparation classes, and two classes where students launch their own businesses.

Thirty-five volunteers and six instructors served in 2005-2006. During the three-month study
period, thirty-two of the volunteers and all of the instructors made themselves available for
individual interviews, with one-hour average duration. Of those who responded, twenty nine of
the volunteers are entrepreneurs and four are executives with extensive experience in serving
small business owners. All of the instructors are experienced entrepreneurs in addition to being
academically qualified.

Of the volunteers, many are previous SBI clients. Several served as volunteers for both
semesters. Almost all volunteer respondents coached in at least one student consulting class in
the 2005-2006 or previous academic years.

Of the six instructors, all have taught at least one student consulting class. Four have taught
student consulting classes several times. Two were first-time instructors of student consulting
classes in 2005-2006.



All respondents were asked to respond completely to the following three, open-ended questions:
(1) How can we make the class even better? (2) How can we make best use of volunteers in the
class? (3) How can we make volunteering a better experience?

The authors used the three sets of narratives and checklists to inform themselves for the
interviews, and to guide the authors’ follow-up questions during the interviews. The authors did
not share the materials with the respondents. They avoided use of leading questions based on the
materials, but they did try to be sure they understood the respondent. Follow up questions were
intended to clarify the meaning of responses, in the respondents own words.

After the interviews, responses were manually compared to the checklists. Tallies were kept of
checklist items mentioned (M), items viewed as strengths (S), items viewed as needing
improvement (I), and items describing techniques that respondents believe will yield
improvement (Y). Items with relatively high tallies in the present, preliminary study are
identified in Figures 1, 2 and 3(available upon request). They are marked using the
nomenclature introduced in the previous sentence: (M), (S), (I) and (Y).

Interestingly, synthesis of the responses concerning high-tally items sometimes have a different
orientation than the authors conceived of while drafting the item for the checklist. For example,
in Figure 1, “explanation of volunteer role,” the authors focused on the role of the volunteer as a
coach. In contrast, many volunteers viewed themselves more as assistant coaches. They wanted
more explanation of the lecturer’s learning objectives for each phase of the project so that they
could reinforce rather than contradict. In Figure 2, “point out specific positive contributions...,”
the volunteers had a stronger interest than the authors expected in knowing the students’ true
reactions to their contributions. A third example, in Figure 3, is “faculty evaluations of
volunteers.” Many volunteers were more interested in hearing about the instructor’s evaluation
of the students’ final report.

Such examples suggest the richness of the data set and the potential usefulness of further,
systematic analysis. Appropriate computer-aided analysis will likely allow researchers to move
beyond rules of thumb to a qualitative model that will be a helpful guide for SBI volunteer
management. Following Bernstein’s arguments, the collaboration required between volunteers
and teaching staff to build such a model will have value in itself. (Bernstein, 1997) It will help
transform well-intentioned, but loosely structured collaborations into well-managed, integrated
partnerships. Such movement will favorably impact SBI programs at many levels. Given the
many entrepreneurs interested in volunteering for SBI, it is likely that a useful qualitative model
developed for SBI volunteer management will also be useful for other entrepreneurship
education programs.

Appropriate computer-aided analysis the next step in the authors’ ongoing study. Only limited
benefits will accrue from further manual review of data. With manual review, the tally marks
shown in Figures 1, 2, and 3 are only food for thought. Conclusions cannot be drawn about the
qualitative model that best describes effective use of volunteers by SBI programs. Diagraming
based on manual review of qualitative data -- especially with a population limited to a single
academic year at a single institution -- will not usefully inform analysis. Lyn Richards points out



the difficulties of using manual review of data to trace qualitative model development through
sequential stages. (Richards, 1999, p. 145) Recognizing these difficulties, the authors do not
attempt to summarize this paper with a visual representation that shows causal or sequential
links. Nor do the authors attempt formal analysis of item significance or of viewpoint
comparisons by respondent type (i.e., volunteer entrepreneur, versus volunteer executive, versus
instructor).

However, the authors hope that items with high tallies in this preliminary study (e.g. those
marked M, S, I, and Y in Figures 1, 2, and 3) will be a useful starting point for developing
patterns with subsequent, computer-aided qualitative modeling. In pursuit of a qualitative model
that best describes effective use of volunteers by SBI programs, the authors’ next steps will
include increasing their sample of volunteer and instructor interviews, adding other views of
volunteer effectiveness (student and client), and encoding their data for analysis using N Vivo
software. (Qualitative Solutions and Research Pty. Ltd., 1999.)

SO WHAT?

Practitioners who will benefit from this paper include SBI Directors who wish to increase
community development and outreach, and SBI faculty who wish to involve more students in
service learning and improve student consulting. With effective use of volunteers, more clients
can be served and more students have the opportunity to participate in SBI consulting projects.
At the same time there is enhanced learning. For practitioners, the most useful byproduct of this
article will be the three narratives and their accompanying checklists. While they are works in
progress, they are well grounded by the literature and SBI volunteer management experience.
The checklists (available upon request) detail critical supporting documents, action items, and
techniques for volunteer orientation, motivation and retention.

CONCLUSION

This paper explored how to best use volunteers to support SBI field case work. To effectively
use volunteers, SBI directors and participating faculty must take on a new role -- volunteer
management. What does it take to be successful? To seek answers, the authors first reviewed
best practices from the volunteer management literature. The authors observed that the literature
is rich with anecdotes concerning best practices but contains few research findings to support its
conclusions. Most writers believe good results hinge on effectiveness in eight management
functions: planning, recruitment, placement, orientation, training, supervision, recognition and
evaluation.

Next, the paper explored ways to develop SBI best practices for three of the eight elements —
orientation, supervision and evaluation. Best practice anecdotes from the literature were
combined with the authors’ extensive, award-winning SBI experience to prepare narratives on
best practices for the three functions. Each narrative was accompanied by a checklist. The
narratives and checklists were then used to support a preliminary, qualitative study involving
interviews with volunteers and SBI instructors. Initial manual analysis suggests the richness of
the resulting data and the potential usefulness of further systematic analysis. Appropriate
computer-aided analysis will allow researchers to move beyond rules of thumb to a qualitative



model and supporting documentation that will be helpful guides for SBI volunteer management.
Further work in this area will help transform well-intentioned, but loosely structured
collaborations into well-managed, integrated partnerships. The results will favorably impact SBI
programs at many levels. Given the many entrepreneurs interested in volunteering for SBI, it is
likely that both model and documentation will also be useful for other entrepreneurship
education programs.
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RESTORING TRUST TO YOUR BOARD
TRUST OR CONSEQUENCES

William A. Andrews, Stetson University
Campus Box 8398, Deland, FL 32724
386 822 7437  wandrews@stetson.edu

Every useful board eventually encounters considerable internal strife. Qualified board
members are typically people who are intelligent, informed, and principled. It is little wonder,
then, that a room full of such people can generate quite a bit of tension, and in the face of
misunderstanding, distrust is easily bred. “How can she think like that?”’; “He’s just advocating
for what will advance his career!” Once board members have lost mutual trust, effective
decision-making becomes unlikely, and the fissure will creep through the whole organization
either by politicizing it into actively warring camps, or by paralyzing it as management seeks to
avoid being perceived as taking sides.

Disney and HP are two examples of companies which languished while their boards warred on.
Eisner and Fioni eventually left their respective companies, the board wars ended, and both
companies thrived under new leadership. Board dysfunction can be even more pronounced on
family business and non-profit boards where members are generally volunteers, lines of
authority are less clear, or success metrics are hazy. Also, this paper could be applied equally
well to a top management team with only slight modifications.

How can a warring board restore trust among its members? Before we examine a process by
which to do it, it is useful to identify a framework for a solution.
e This manuscript focuses on restoring trust. It does not address the activities or
operations of healthy boards.

e Tension is necessary and productive. It becomes destructive when it results in issues
not being resolved or individual members failing to submit to he collective will of the
board. Apparent gadflies may have valuable perspectives and legitimate complaints.
As Gary Hamel, a note academic and strategic consultant has said, “Perspective is
worth 60 IQ points.”'

e Restoring trust will not remove tension, but it will provide a different ambient
environment.

e Restoring trust may eventually require that some board members leave.
e Trust resides on two levels: intentions and methods. Trusting the intentions of the
other members is foundational to a healthy board and must be recovered first. Once

established, trust concerning methods can be strengthened.

e Maintaining trust on a venture capital backed board is a special case and somewhat
beyond the scope of this paper because most term sheets on which the board



relationships are constituted pit the venture capitalist interests against the larger
organization’s interest under certain circumstances.

CAUSES OF DISTRUST

Trust among individuals can be lost for a myriad of reasons. However, most trust-breaking
behavior falls into one of the following categories: (1) perceived irresponsibility of others, (2)
miscommunication or lack of information, (3) bylaws or processes not being followed, (4)
faction and alliance building in the absence of transparency, and (5) personal agendas clouding
judgment on corporate issues, (6) poor board leadership

TABLE 1

Category

Examples

Miscommunication or lack of
information

Problem: Communication styles vary dramatically
(from direct to indirect). One group can either seem
bombastic or tentative to the other. Moreover, some
board members get information long before other
members.

Perceived irresponsibility

Problem: For lack of attendance, wisdom, “EQ”,
industry familiarity or education, members’
contributions can be slighted, creating distrust in both
parties.

Bylaws or processes not being
followed

Problem: Bylaws, rules of order, and precedent define
who may do what on a board. Unfortunately, (1) these
three do not cover all situations, and (2) they may at
times conflict with each other. Board initiatives can
then appear to be suspiciously outside of due process.

Faction or alliance building in
the absence of transparency

Problem: Divisive issues result in factions engaging in
covert initiatives among members (or with top
management) to control the direction of the company.

Personal agendas clouding
organizational judgment

Problem: Board members have varying degrees of
vested interest in the organization. This creates the
possibility that some members support initiatives that
are not best for the organization as a whole.

Poor board organization or
leadership

Problem: There is almost no instruction on chairperson
responsibilities and governance except as relates to
compliance issues. As a result expectations of the
chair’s role, and the role of committee chairs are
unclear to all.




EIGHT STEPS TO RESTORING TRUST
Establishing Trust of Intentions

Trust cannot be bolstered until the members all recognize that they seek the same ends.
Beyond that, core values must be agreed upon, as they will guide acceptable goals and
methods. Agreement on the mission brings the members to where they can say, “We are all
trying to accomplish the same thing.” Agreement on core values provides parameters for
evaluating various ways to accomplish the mission.

Because these terms have been bantered about so much lately, I shall define how I use them in
this manuscript:

Mission — “a declaration of the organization’s reason for being...[that] reveals what an
organization wants to be and whom it wants to serve...[emphasis added]”

Core Values — A statement or acculturation of moral and ethical aspirations or ideals governing
how a firm will accomplish its mission.

The mission will help anchor trust in members’ intentions; core value commitments will
provide a framework for discussions relating to methods.

Avoid wrangling about the exact words of the mission statement. Everyone on the board
should heartily support the mission statement without having to resort to nuance or obscure
interpretations of what it means. If they cannot, they should step down. The intent is to restore
trust in intentions first.

The board should also review the core value commitments of the organization. It is unlikely
that an organization will have more than four or five, and may have just two or three. At Chic-
Fil-A, a core value is to not work on Sunday. A core value at Lincoln Electric is “pay for
performance”; Ben and Jerry’s places a premium on egalitarianism in pay outcomes. These
delimit how the companies might pursue its organizational mission. If values need to be
changed, the topic should be broached directly, as when Ben and Jerry’s revised their 5 to 1
rule (highest paid person makes no more than 5 times the lowest paid person)’. Once the board
has re-affirmed or revised them as a body, divisive initiatives will able to be more objectively
evaluated.

It should be noted that most values reflect ideals, and as such “substantial congruence” is
usually the goal. Members who insist that an organization be perfectly consistent with its
values are either naive or hiding a personal agenda. If a core value is to avoid damaging the
environment, one could argue that such a company should not use any hydrocarbon fuels.
Perfectly applying this ideal would put virtually any company out of business. The value is
more realistically expressed by consciously minimizing fuel use — which suggests a number of
possibly initiatives. Note also that none of the proceeding discourse envisages moral
compromise. Company values are usually expressions of ideals that are worked toward. Being
able to approach ideals is usually progress — not moral compromise. When values are allowed
to kill a mission, it is usually because board members are putting personal agendas above both
the mission and values of the organization, and masquerading their personal interests under the
guise of company values.



Put Assumptions and Expectations on the Table

The assumptions and expectations of the board members can be astonishingly diverse — even
after members have served for a long time. This can lead to behaviors that seem conspiratorial
to others. Some disagreements on assumptions and expectations will come to light when
mission and values are discussed. However, assuming agreement was reached on those items,
typical areas of militating assumptions and expectations relate to the following:
Process — Some members may feel that a process was twisted in a manner that allowed
a faction to get its way, where the outcome would have been different if due process
were followed. Sometimes processes are not clear and need to be refined.
Overstepping authority — A member took action that, by the spirit of the bylaws, was
unauthorized, or possibly, a member took action on an urgent issue where authority was
not clear, and is suspected by others of overstepping authority.
Informational disjoints — members did not all receive information, or the same
information, or at the same time. Some time there are legitimate reasons for this, and
other times it may be inexcusable.

All of the above generate distrust on the board. No doubt other categories of misunderstood
assumptions and expectations exist, and whatever the point of distrust is, it must be broached
by the aggrieved board member in terms of the assumptions and expectations that seem to have
been contradicted. This dialogue will provide a basis for understanding, and will also give the
other side the opportunity to explain the assumptions and expectations from which he or she
was operating.

Put Perceived Violations and Offenses on the Table

If trust is to be restored, individual board members must specify where they believe they or the
board have been wronged. People are people before they are board members. Everyone has a
sense of justice, and when it is violated, trust plummets toward the violator. It is not uncommon
to see that a tremendous amount of miscommunication has occurred. For example, I
communicate more concisely in writing, so I wrote a critical letter to another board member
expressing my convictions on some matters where I felt he was out of line. He felt immensely
threatened because he assumed I had written the letter as part of a paper trial which I would
eventually bring to the board. That had never crossed my mind. When we sat down to resolve
some of our issues, a number of misunderstandings like this surfaced. We were able to work
well together for several years until my term expired.

Apologize and Forgive

This may be one of the most difficult parts of the trust-building process. It cannot be done in a
spirit of self-defense or self-righteousness. It must be under girded by the conviction that both
parties are working toward the same corporate goals, and trying to repair interpersonal
alienations caused by particular acts and words. Board trust must begin with trust between
individuals on the board.

Neither of these skills is common to most MBA curricula. Trust and caring are closely linked,
and where fellow board members have been demeaned through innuendo at a meeting (“Those
of us who care about our organization...”), or through violation of process, etc., offending
members should care enough about their dignity and feelings to apologize. Likewise, when a



member admits that he or she acted inappropriately, members must forgive and move on.
Forgiving is more than just saying you forgive — it involves not holding a grudge.

One must be careful not to take this process too far. Unfortunately, by its very nature, a board
is a caldron for the forging of good ideas and for destroying bad ones. Some people are ill-
suited to a board because they take all criticism and scrutiny personally. They are the thin-
skinned souls who are easily offended. They must either grow up rapidly or be gently
encouraged to leave the board. Nevertheless, boards must not allow the process of scrutiny and
accountability to be conducted in bludgeoning or disrespectful manner.

Relinquish Personal Agendas

If forgiving and apologizing is the hardest task, relinquishing one’s personal agenda runs a
close second. Here, everyone must be committed to the pursuing only the best interests of the
organization apart from how that may influence them. Board members who use their position
to advocate for themselves do not belong on the board. This position may seem a bit extreme
in the era of outsized executive compensation but it has good historical precedent. Jim Collins,
in his book “Good to Great™, strongly supports the proposition that an effective leader must be
committed to the improvement of the organization such that personal agendas are not allowed
to compromise judgments.

It is important to distinguish between a personal agenda and a corporate agenda held
personally. The latter is a necessary perspective of any board member. It encompasses beliefs
about what is best for the organization and how to get there. These are the very contributions a
member might make to the legitimate board debate. By contrast, a personal agenda is typically
driven by the following questions: (1) How will the decision affect me? (2) How will the
decision affect my political base? (3) What does this mean for my career? (4) I must defend my
proposals or judgment at all costs.

When such perspectives are allowed to infiltrate the thinking of board members, the board
becomes a predatory mechanism through which the members prey on the mission and resources
of the organization. To restore trust, members must affirm that they are willing to subordinate
personal agendas to the welfare of the corporation.

Moreover, relinquishing personal agendas requires that one be transparent about corporate
agendas that are controversial. Building coalitions and trying to work around or reverse
previous board decisions is highly divisive, and generally conveys disrespect or distrust toward
the other members.

Finally, the proof of a relinquished personal agenda is for a board member to submit to a board
decision that he or she did not support. A board should never have a dissenting opinion aired
publicly. Immediately after the vote is taken, it’s all about “us” not “us and them.” If they
cannot do this, then it is time to leave.

Go to Lunch

One of the best ways to build trust is to get to know someone. What is their background?

What makes them tick — and explode? What are their hobbies, etc? One-on-one, informal
lunches where business is not discussed is a way to demonstrate that you respect someone
enough to want to get to know them better — in spite of your professional differences. For



most, such an olive branch is a welcome gesture, as most people desire to be understood and
appreciated.

Affirm and Assist

Boards break down when members no longer believe that other members are working toward
the same goals as they are. Once the above steps have initiated a thaw, warring parties must
look for opportunities to affirm and assist each other. In some sense, this is the outcome of a
restored trust. Once members believe that the others are working toward common goals with
congruent values, encouragement and support can replace suspicion and obstacle-building.
This does not mean that members should patronize others’ ideas or convictions, but is does
mean that one can affirm the intentions and support the praiseworthy efforts of others.

Train the Chairperson

Chairing an organizational board is a complex and demanding job for which few chairpersons
have any training. Most come to the table with their CEO hats on, frequently viewing the
meeting as nothing more than a formality through which their agenda must pass. Such
leadership will rapidly breed distrust among other board members, as the potential value of the
board to the organization will be compromised. Board leadership should thoroughly
understand the formal processes required by the bylaws, have a framework for ascertaining that
all critical items are on the agenda (not just the ones coming from the CEO), be adept at
running a meeting where their leadership is not authority-based but consensus-based (i.e. he or
she cannot fire board members from the board), know how to work through the committee
structure, understand how to monitor board activity between meetings, and be skilful at
resolving board conflict while ensuring a culture of respect. Lastly, he or she should ensure that
board pronouncements and decisions are disseminated through the organization. Relatively few
board chairs of small or medium sized companies are good at that aspect of their job. Restoring
trust may involve training the board chair.

CLEAVE OR LEAVE

After due effort has been made to restore trust on a board, some members may feel that they
can no longer support the mission or values; they are unable to relinquish their own agenda or
forgive; they cannot breach the interpersonal walls that separate them from other members.
They should leave or be voted off. Their issues will consume inordinate amounts of time in
meetings; they will always be looking for coalition partners — which siphons of energies from
the corporate mission.

LOST IN TRANSLATION

Communication styles are mystifying. Not everyone speaks directly and explicitly. Some
expect inference and nuance to be obvious. They speak clearly — provided you understand their
style. Others seem to say everything in the most inflammatory and bombastic way possible.
They pride themselves in being direct and to the point. They may not intend to berate and
inflame. Considerable distrust can be generated simply by the way things are communicated.
A discussion about communication styles may help relieve distrust by clarifying the intent a
member has behind his or her communication style. Boards should work toward civil,
respectful communication cultures, eschewing personal attacks. Any message, however



humiliating or threatening to the hearer, can be communicated with respect. Such style can
help nurture a culture of respect throughout the organization. The way things are said can create
more misunderstanding than the content of the message.

Email discussions are increasingly used by boards and have their advantage in their immediacy.
Issues can be discussed and resolved without having a meeting. However,

that feature can also create distrust. Some members may feel a particular issue requires a
meeting, while others may feel an email vote will suffice. This opens up the process to
suspicion that someone is trying to railroad an initiative through without proper consideration,
or that someone is holding the board captive to process because they don’t like the way the way
the email vote is shaping up. Boards should have explicit policy about what can and cannot be
addressed via email, and other procedures relating to how email actions will be formalized at
regular meetings.

Moreover, email has proven to be a poor venue for discussing complex issues because (1) not
everyone is hearing the discussion in real time. Some members may not be able to responds for
a couple of days, while the direction of the conversation gains momentum. (2) It is immensely
time consuming to write one’s reasoning on complex issues. (3) Some aspects of discussion
are best not committed to writing. (4) Some people do not communicate well in writing. (5)
Messages may not get through. Children, spouses, or secretaries may remove messages
thought to be junk mail that are critical to the discussion. From experience, some of the worst
board disasters I have seen have resulted from trying to address complex or sensitive issues
over email.

CONCLUSION: WHAT TO EXPECT IN A BOARD MEMBER

Developing and maintaining board trust is essentially about developing trust among individuals
on the board. In many ways, the steps to board trust would be similar to restoring trust in a
marriage or family. However, the organizational board can recruit its members in a way a
family cannot. Moreover, board members have joined the board shouldering certain
responsibilities and expectations to outside stakeholders — again something not common to
typical Western families. For that reason, a board must be diligent to select only qualified board
members. Various skills, experiences, and perspectives can be useful on a board. However,
from the perspective of maintaining trust on a board, two convictions should be assessed to
determine whether one should remain on or be nominated to a board seat. First, the candidate
must be in wholehearted agreement with the mission and values of the organization. A
candidate who “mostly agrees” with it does not belong on the board (exception: a corporate
turnaround). Secondly, the candidate must believe that he or she has a contribution to make to
the organization — that it will be better if he or she is on the board than if he or she is not on the
board.

Therein lies the tension in a healthy board. Each member should support the mission, but each
member should believe that his or her own unique contribution on any particular issue may
make the difference between superior and mediocre performance. The price of board trust is
essentially the humility to hear potentially better ideas, and to treat members with respect.
However, the cost of not having trust on the board is immeasurably higher in terms of both
organizational performance and personal stress.
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TEACHING ENTREPRENEURSHIP THROUGH EBAY:
MORE THAN A SIMULATION

William A. Andrews, Stetson University
Campus Box 8398, Deland FL 32724
wandrews(@stetson.edu 386 822 7437

“For all your planning, you are not an entrepreneur until you put down your money and make
commitments to buyers and sellers.” This axiom came from a speaker in one of my
entrepreneurship classes, and seemed to summarize one of my frustrations with getting students
to write business plans. An enormous gap seemed to exist between most carefully researched
plans and the experience of entrepreneurship. In other words, a course in entrepreneurship could
unwittingly decay into a course on business planning or project management.

The eBay project was implemented in an undergraduate introductory course in entrepreneurship.
Its purpose was to have the student experience real entrepreneurship with real money, a real
organization, and real customers. Moreover, the students were burdened with real sales and
profit targets. The project ran concurrently throughout the semester with the more “academic”
side of the instruction, where many of the issues they would wrestle with in the project were
formally and systematically presented. The course was centered around the eBay project. An
overview of the syllabus is provided in Appendix A.

THE EBAY PROJECT

In an effort to introduce the experience of entrepreneurship into my class, I instituted an eBay
competition. Each team was provided $500 as seed money for their business. The desired
outcomes of the exercise were as follows:

e Team Organization: Students would be forced to organize their team to compete efficiently
giving the time constraints of the semester.

e Opportunity Assessment — The Market: Students could use eBay information to get an
accurate read on the market — What’s selling? For how much?

e Opportunity Assessment — Company Competencies: Each team would need to take a
collective inventory of what special product knowledge each member possessed.

e Business Planning and Strategy— Prior to receiving funding, each team had to submit a plan.
Unsystematic approaches to trading on eBay were not acceptable. Students had to show how
they would have an advantage in the market based on their product knowledge, sourcing
ability or business strategy. If their product strategy was failing, they would have time to
reassess their competitive position and make changes.



e Customer Service - Students would learn the necessity of outstanding customer service in
order to receive good feedback from the buyers. This entailed primarily prompt
communications with customers and prompt shipping.

e Accounting and Control — Each company had to devise a strict system of accounting and
control by documenting all movements of money and inventory. Moreover, each company
had to establish a PayPal account to minimize collection issues. Improprieties with the
accounts would result in failing the class.

ADMINISTRATIVE ISSUES
A number of issues must be resolved with the institution prior to initiating this type of project.

e Getting seed money: In our case, we were able to fund 5 teams at $500 each through an
entrepreneurship program endowment of the Business School. However, it should not be
difficult to raise this sum from successful entrepreneurs in the community. Requiring the
students to raise the money could enhance the reality of the project further — even if they
had to start with the proverbial “friends and family.”

e Legal Releases: Some universities may feel threatened by potential liabilities associated
with torts or breaches of contract associated with student businesses. While there may be
a variety of ways to handle this, I addressed this concern with a two- pronged strategy.
First, I explicitly made participation optional in the syllabus. Alternatively, a student
could write a well-researched conventional business plan (there were no takers). Then, I
had students sign a document acknowledging

o that they understood that doing business entailed the possibility of certain
liabilities, of which they alone would be responsible,

o that they were the proprietors and that the University had no managerial authority
in their day-to-day operations,

o that the University’s involvement was as a limited partner (investor).

o that they could not represent themselves as being associated with the University.

While it is doubtful that such modest language would have protected the University
against being sued, it did define the relationship between the team and the University.

e Administration’s Consent - The dean approved the concept and the release of the
funds, and directed me to the controller’s office to figure out how to process the
paperwork. We decided that the most expeditious way to move the money would be
to the personal accounts of team “CFOs” each designated by their team. This person
would have ultimate responsibility for the money, so they usually oversaw the books
as well. To make this transfer, the controller’s office needed information on the
“CFQ”s similar to a new hire. The University treated this as an advance.



e Structure of the Disbursement — Each company agreed as part of accepting the money
that they would return the principal and half of the profits to the entrepreneurship
endowment at the end of the semester, and could keep half of the profits themselves.
At the end of the semester, losses would not be charged to the students unless they
were unable to document the loss.




LAUNCHING THE COMPETITION

I launched the competition into a class of about 16 students, where only about half had ever
trader on eBay, and only about three had ever sold on eBay. I myself had only recently sold
anything on eBay. It is important for the professor to be prepared to spend a day going over the
eBay basics. eBay has “eBay University” which is a one-day course in both novice and
advanced formats that can get the instructor up to speed. They also have effective online help.
Lastly, eBay for Dummies is available at most bookstores. The bottom line is that the professor
does not need to be an eBay expert; I myself had quite a bit of trepidation in launching the
project owing to my cursory understanding of eBay’s functionality. However, from my limited
experience, | passed several precautions on to by students in the form of rules:

e They could only accept PayPal — this protected them from the near-to-impossible job of
online bill collecting.

e They must reserve the right not to ship to an unverified address. A verified shipping
address is one that corresponds to the billing address of the credit card. This would
protect the team from shipping on a stolen credit card. However, many student purchases
(text books, etc.) are shipped to campus addresses while the credit card bill goes to the
home address. Therefore, each team had to evaluate the customer’s feedback record if the
shipping address was unverified before confirming the order.

e They could only ship to customers in the US. Otherwise, deals could run afoul at
customs clearance for lack of import documentation, or ruined by disputes over who pays
unanticipated duties, etc.

In addition each student team had to perform 12 transactions and make $100 over the course of
the semester to receive full credit in the graded portion of the exercise. Having these criteria
proved critical to the success of the project as it forced both activity and profitability — neither of
which seemed to occur naturally! Finally, each student was required to keep a log of their
learning, feelings and progress.



RESULTS

The following table shows the results of the 5 companies. All groups had the minimum number
of transactions. Once the group profits were split with their team and Team E’s loss was covered,
the project returned $56 above the funds advanced back to the University.

TABLE 1
COMPANY PROFIT (loss) INITIAL STRATEGY

A $110 Buy high end tennis racquets
from friend’s pro shop at cost

B $138 Buy from local department
stores @ 75%+ off.

C § 67 Run a service that sells goods
for others at fee of 25%

D $ 49 Trade electronic equipment
Sell unsold nights at

E $(121) grandmother’s hotel in
Sanibel, Island

QUALITATIVE COMMENTS

Below are some of the comments from the students’ journals that provide a perspective on what
the students were feeling and thinking, and how they interacted with their teams. The comments
are listed in approximate chronological order for each team.

Company A
Company A offered a coherent initial business plan, saying that they had access to several free

and “at cost” tennis rackets through a pro that one of their group members knew. Since it was
the time of the year (spring) when most tennis equipment was sold, this strategy had a lot of face
validity.

“We have not had much success with our eBay venture. So far, we have received no bids on the
first racket... and never received payment from the bidder on the other racket. Total Bummer.
We have since reposted each item. Additionally, to help us reach our magic number [of sales] ...
we’ve listed a Linksys router, some old cell phones and a few old movie posters. I’m getting
slightly nervous, especially since all these transactions are under my eBay account. It’s kind of
nerve-racking to give out my name and password to two different people [teammates]. Plus, [’ve
never sold on eBay — only bought...”

“As was the case last week, we have been improving in sales. None of the rackets have met our
reserve price, but we have many emails asking questions. So far, items that I have sold ...include
3 old cell phones, a graphing calculator and a Grateful Dead beer bottle cozie...”



“We sold a racket!!! We sold our first racket for $120. We got an offer on another one we are
still negotiating...”

Company B
Company B was clearly the best organized, and put a lot of effort in to sourcing new items.

Most of their inventory came from department store clearance sales. If an item did not sell, they
would return it. At the helm of this company was a non-traditional student who as chief
organizer and “whip cracker” was in large part responsible for their success. Their records were
immaculately organized and each person had particular assignments. In addition, they had
policies governing the largest purchase that could be made without group approval.

“I have thus far completed the group’s online database in which items can be added, modified or
removed to reflect our latest inventory...The PHP script also effectively calculates the total cost
and profit margins...so we can generate reports as needed.”

“I am in charge of listing and receiving cash. I give the cash to Lisa who is our bookkeeper. We
all enter data into our database...We all contribute to our things to sell.”

“I figured the flea market in Daytona Beach would be a good place to look for items to buy low
and sell high. I eventually found a deal on some Bike Week shirts - 3 for $10 seemed like a good
deal, but unfortunately, they did not sell as hoped. I am in charge of shipping, but as of now we
have not needed to ship anything...”

“I purchased 13 items for our eBay business and three did not sell. Fortunately, those items were
purchased at a store with a 90 day return policy...”

“We have received nothing but positive feedback so far...”

“I’m looking at purchasing ink cartridges which seem [like] a hot item on eBay”

Company C
Company C had a different business model. They sold others’ items and charged 25% of the

selling price. This was attractive in that it put none of their capital at risk as inventory. I was
originally quite skeptical about this model. However, the students put together a carefully
worded contract that the consignors would sign, and very systematically built a low risk — low
margin business. Had the project lasted for a whole year, I would have expected them to be the
most profitable.

“I went through the steps for the first time ever of selling an item. It took me about an hour to list
the college text book...I noticed that no one bid on the items until the end of the week, and the
prices didn’t go up... until the final hours”

“I made an announcement to my fraternity about my business during chapter. Afterward, [ was
approached by several brothers with a variety of books.”



“This week we sold 4 of 13 items that we listed. Once payment was received, ...Kelli came over
and picked up the...items [and shipped them]. I had PayPal deposit money in our bank account
and I wrote out several checks to clients...”

Company D
Company D appeared to have one of the least coherent initial strategies. They would buy and

sell electronic parts and components on eBay. Their claimed competency was a good
understanding of the electronic component market.

“Our business has been a slow-moving endeavor. We have sold several items, but not for the
profits that we would like. Other people seem to be able to sell the same products at higher
prices with more bids. We believe the lack of feedback we have...is to blame”

“This last week we changed our product line a bit to try to differentiate...”

“These products are still selling at a low rate [price] and there have been no bidding wars. This is
hurting our profit because there is no competition to drive the prices higher.”

“It has been difficult to target the electronics market. Many people watch items that we post only
to ask questions about it after the auction is over. This slows down our selling process and
increases costs.”

“I mailed off some other items we sold and...am optimistic that we will meet our sales quota”

Company E
Company E had one of the more compelling original proposals. They would sell room-nights at

an oceanfront hotel in Sanibel Island, Florida, that was owned by a group member’s
grandmother. However, they found out that selling tourist accommodations required a
verification that was expensive and time-consuming. Moreover, the cost to list was quite
expensive, and listing fees added up quickly without a corresponding sale. Eventually they
switched to maternity items, as one member was a new mother. In the end, they finished with a
sizable loss having never sold a room-night.

“This week we came up with a new idea to try to start something new and not rely on our hotel
idea. We started our own eBay store ...which includes baby clothes.”

“We went garage “sale-ing.” We found two very nice pairs of binoculars at quite the steal.”

“Our group purchased two large garbage bags full of [baby] clothing for $10...We also set up an
eBay store. Now, whenever you look at any one of our listings, all of our listings are shown.”

“...we bought lots of formula from one of Amanda’s co-workers for $10 because her daughter
had outgrown formula. Wal-Mart sells it for $12 per can.” “Wow! What a week! We actually
sold an item.” “This week...we sold three items... We sold two packages of girl’s toddler cloths
and a movie. We made $6 profit on the cloths and broke even on the movie.”

“On a positive note, we have received 100% positive feedback.”



EVALUATING THE ACHIEVEMENT OF PROJECT OBJECTIVES:

The author believes that an eBay project similar to he one described here would benefit most
entrepreneurship programs. Other professors must weigh whether he or she wants to provide
explicit guidance on how to do these various activities, or whether to provide only broad
requirements, while letting the students figure out the details. Described below are observations
relating to the objectives of the project.

Team Organization: All teams were forced to devise some organizational structure as the tasks
were too many and too integrated to avoid delegation. However, across the teams, the degree of
organization and efficiency varied considerably, and appeared generally correlated with
performance. Future groups could be asked to organize around the following functions: sourcing,
listing, shipping, handling the money, and customer communications,

Opportunity Assessment — The Market: In general, students were much less sensitive to the
market than they should have been. eBay offers a near-perfect market for assessing buying and
selling prices and quantities. Most students started with what they could source without
carefully analyzing the sales trends of their product. I believe this is the way most small
businesses start and is probably associated with the high rate of star-up failures. Future classes
could be instructed to do a thorough analysis using eBay comparables and current listings before
confirming a product niche. In the end, many sales were opportunistic, but as a long-term
strategy, it tended to work poorly.

Opportunity Assessment — The Company: Most teams did a solid job of discussing what
contacts and connections they had that might be useful in giving them a sourcing advantage. It
was hoped that this cost advantage would overcome any price competitiveness in the market.
However, future students should be aware that their sourcing strategies appear to be duplicable
by others looking for cost advantages, resulting in margin pressures.

Business Planning and Strategy — Only one team ran a business model that differed from “buy
low — sell high.” The model of selling others” merchandise on consignment was not only lower
risk, but was very favorably received by clients. No one considered the strategy of buying on
eBay and selling locally, either. One company started an eBay store, which was probably a good
“e-tail” strategy for them.

Customer Service — Students were subject to real-time customer feedback if the product was not
delivered on time, or if it was not in the condition it was represented to be in. Moreover,
students had to wrestle with whether to insure shipments, or to gamble on potentially being
victims of unscrupulous buyers. One purchase, which was insured, was damaged in transit, and
the company had to file a claim and refund the buyer’s money. While something of a headache,
it was a good learning experience for the team involved. In general, the prominence of customer
care in business was of much greater significance and consumed much more time than most
students anticipated.

Accounting And Control — The project was quite useful in providing the teams with a reason for
setting up control and accounting systems. While the systems were simple because the




organization was simple, the project clearly depicted the business process sequence and caused
the students to have to figure out how to ensure that teammates had the information they needed
while adequate control was maintained over the accounts. Working with PayPal was useful in
this regard as it facilitated tracking the accounts receivable and collections functions. In
addition, eBay showed the status of all recent transactions with respect to order confirmation,
payment, shipping and feedback.

Unanticipated Learning Opportunities — The course generated two ethical dilemmas: (1) whether
it was ethical to buy goods for resale from a department store if your intention is to return them if
they do not sell, and (2) whether distribution agreements are being violated by the purchase of
tennis rackets at pro-shop cost.

The competitive dimension of the project was de-emphasized between the teams as the class
progressed. Instead, the students were focused on making their sales and profit numbers (sound
familiar!) to get an “A.”

One student suggested pooling all the teams’ money and moving into big ticket items where the
competition might be less. This is an interesting proposition, and may be adopted by another
class.

SO WHAT...??

If the project really does bridge the gap between planning and experiencing entrepreneurship as
described above, what does that mean for entrepreneurial education?

Three applications are suggested: (1) Professors interested in adopting a similar project are
provided guidance in interfacing with their universities’ administrative and control systems,
running the project in the classroom, and avoiding common eBay trading pitfalls. (2) Students
get a first hand experience in understanding the difference between well-laid plans and actual
profits, and understanding some reasons for the difference. This could be an invaluable
perspective when they launch a much larger venture. (3) Students can more accurately gauge the
suitability of their temperament to entrepreneurship by reflecting on their actual rather than
imagined responses to entrepreneurial situations. While this first rendition of the project did not
anticipate this final application, enough literature is available (c.f. Timmons, p.250) for students
to evaluate themselves and their teammates on manifestations of desirable entrepreneurial
attributes.
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SOZOTEK, INC.: FORMULATING AN EXIT STRATEGY
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CASE OBJECTIVES AND USE

The SozoTek, Inc. case demonstrates multiple principles and issues related to management
and entrepreneurship, including exit strategy formulation and implementation, organizational
vision and culture, strategic planning, managerial decision making, team building, employee
relations, and questions of value. For entrepreneurship classes, in particular, the following
topics are addressed: entrepreneurial characteristics, methods for starting a new business,
entrepreneurial strategy, the firm’s valuation, funding for growth vs. sale, entrepreneurial
venture assets, entrepreneurial support resources, and, of course, exit strategy—beginning
with the end in mind.

The central issue of the case revolves around the choice of an exit strategy when management
is offered three competing alternatives. Choosing the best option requires the students to
consider the management team’s areas of expertise, the corporate culture, issues of risk and
reward, the company’s valuation, the nature of the company’s products, existing and potential
competition, the industry within which the company operates, and several other factors.

CASE SYNOPSIS

The SozoTek case is based on extensive interviews with the Founder and Chairman of the
board of SozoTek, Inc., a three-year-old high-tech start-up. Although the Chairman describes
a variety of management issues he faced as an entrepreneur starting and building several
successful companies, the exit strategy he devised for his companies provides the unique
feature of the SozoTek case. That strategy, which governs every management decision from
inception, is described by The Strategic Triangle, which the Chairman developed based on his
past business experience, areas of expertise, and ability to recognize an opportunity by the
“pain in the space.” The case describes the design and implementation of the Strategic
Triangle, including its primary elements: the team, core science, and market traction.

The interactive format combines traditional case study methodology and learning
opportunities with a problem-based learning strategy delivered on a CD that features video
clips of the CEO integrated with the facts of the case. Students act as an entrepreneur in this
problem-based scenario, playing the role of advisors to the CEO while applying theoretical
frameworks to support their analysis of risks, opportunities, and alternatives. The case may be
used for individual self discovery or in combination with class discussion and group
interaction. In other words, the students may work the electronic case on their own computers
at home or in class or participate with others in the class through facilitations that guide the
learning process. A class experiential exercise that takes the form of a game and requires the
students to isolate and analyze the basic issues of the case is also contained on the CD.



IMPROVING STUDENT CREATED BUSINESS PLANS BY INTEGRATING
LEARNING INTO THE ENTREPRENEURSHIP CURRICULUM

James Bell, Texas State University
Larry Herring, Texas State University

Abstract

This paper presentation and discussion shares strategies, experiences, and insights
gleaned over two years as instructors worked to “integrate student learning” in two
courses in entrepreneurship. Specifically, we will discuss how business plans written by
undergraduates are used in another class to better prepare students who will actually write
a plan the following semester.

To integrate the curriculum and especially to work with students to improve the business
plans they create, teams of students work to evaluate business plans created by their peers
the previous semester. In addition, to evaluating the plans for “feasibility for success,”
students work in teams and assess each part of the plan from the description, location,
source and use funds requested, competition, marketing, operations, financials and exit
strategies. Further, student teams write a paper documenting necessary changes the
business plan needs in order to be receive funding and become a viable enterprise.
Attend, interact, discuss, and share experiences and “best practices” designed to integrate
teaching and learning in all entrepreneurship programs.

Executive Summary

Although entrepreneurship courses are offered at many if not most college campuses, and
being able to write and develop a business plan has been identified as a priority for
students desiring to start their own businesses, students typically struggle to write
business plans in one semester.

Perhaps expecting business undergraduates to be able to “integrate” all their learning to
prepare a business plan in one semester is not realistic. Or would students be better
prepared to write business plans if they spent the better part of one semester (prior to
actually writing a plan) analyzing and improving plans that had been written previously
by peers?

This paper/presentation describes a two-year effort to integrate teaching and learning in
two entrepreneurship courses. This paper presentation shares methodology techniques
and results—both successes and areas needed improvement—with other
professors/instructors with the intent of sharing best-practices and improving business
plans created by undergraduates.



ENTREPRENEURIAL PERCEPTIONS AND KNOWLEDGE HELD BY
COLLEGE STUDENTS MAJORING AND MINORING IN BUSINESS VERSUS
OTHER BUSINESS STUDENTS COMPLETING ENTREPRENEURSHIP
CLASSES: PRE AND POST ANALYSIS AND IMPLICATIONS

James D. Bell, Texas State University
McCoy College of Business Administration
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ACADEMIC ABSTRACT

This study compared pre and post perspectives, knowledge, and attitudes of students
taking a senior level entrepreneurship class with students who were taking a junior level
Introduction to Management class. While both classes worked on projects, it was
interesting and valuable to evaluate perspectives of students who participated in 12
presentations delivered by practicing entrepreneurs and also engaged in writing business
plans versus students who mostly read the textbook and took objective tests.

The authors believe that results can be used by entrepreneurship professors to further add
legitimacy to the field and that the results shed light on perceptions and expectations
students have when taking courses in entrepreneurship—both before and after completing
the course(s).

EXECUTIVE SUMMARY

Although the number of courses and programs in entrepreneurship continues to increase,
compared to college enrollment, perhaps only 10% of business students and less than 2%
of non-business students will ever take even one course in entrepreneurship. Further, the
90% of business majors who complete the core curriculum have as their only exposure to
entrepreneurship, perhaps ten or fewer pages in the typical Introduction to Management
course textbook and virtually nothing in core course textbooks in marketing, finance,
business law, economics, computer technology, and accounting.

A review of the literature found limited research has been published comparing pre and
post perceptions of college students taking and not taking entrepreneurship classes that
address questions (to follow). This paper and study describes pre and post-class results
comparing junior and senior business and non-business majors who have taken and not
taken a course in entrepreneurship.



So What Questions and Significance of the Study and Paper

Does this “limited” exposure to entrepreneurship impact knowledge, attitudes and
experiences of student’s not studying entrepreneurship—both business and non-business
majors?

What are the attitudes and experiences of students both before and after they take an
advanced course in entrepreneurship?

Are the attitudes and experiences of students who take entrepreneurship classes different
from other business and non-business majors both before and/or after completing the
course?

If gender is a factor, are there differences in perceptions and knowledge about
entrepreneurs and entrepreneurship between males and females who take courses in
entrepreneurship?

Do gender differences exist between males and females who do not take courses in
entrepreneurship?

Do students who take courses in entrepreneurship seek to actually become entrepreneurs
as compared with students who do not take classes in entrepreneurship?

Methodology

The survey method was chosen to answer these research questions. The survey was
designed to identify attitudes and experiences students had about entrepreneurship both
before and after taking courses in entrepreneurship as well as with students who took an
introductory management course. The survey was administered in pre and post formats
to students in two courses.

Survey Development and Survey Content

Using the literature and parts of the surveys developed by the Kauffman Foundation, The
University of Nebraska, and Gallop; Henderson; Minniti; and others, a 50-item survey
was developed by an entrepreneurship faculty member and reviewed by another faculty
member who teaches entrepreneurship. The survey was modified and then pre-tested
using one half-dozen undergraduate students and further modifications were made.

Parts of the survey included segments designed to assess the following: Demographics
(gender, age, race, major, student classification—year of study and part or full-time
student); knowledge of entrepreneurs and entrepreneurship (do they know an
entrepreneur, relationship, information about the business, and reasons why people start
businesses (5 reasons were assessed) as well as the major reason they perceive people
start businesses; entrepreneurial intent (does the respondent want to start their own
business and if yes, when); attitudes towards entrepreneurship (would the respondent



prefer to be their own boss or work for someone else and other questions intended to
“drill-down” and identify career preferences); knowledge and opinions related to
entrepreneurship and perceived contributions (of entrepreneurship) to society;
perceptions as to current knowledge needed to start and run businesses and opinions as to
if the respondents think the college and the university curriculum inspires them to start
businesses (separate questions); attitudes towards locus of control and risk taking;
perceptions as to barriers and challenges facing entrepreneurs and entrepreneurship; and
perceptions as to perceived attitudes, skills, knowledge, and risks related to starting
businesses

The pre-test survey contained 50 questions while the post-test survey was expanded to 54
questions. One question was added to learn the student’s college major and the other
three were rating and ranking questions added at the end of the survey to “drill-down”
and receive more than perceptions.

Survey Administration and Target Audiences

In week one of the semester, on the second day of classes, a 50-item survey was
administered to three groups of students. The groups were students enrolled in a Studies
in Entrepreneurship Business Plan class (n=51) an Introduction to Management class
(n=129); and an Honors College class in Leadership, Teambuilding, and Change (n=5).
Note: of course the “n” was too small for analysis but provides an opportunity to
“observe” how liberal arts students (with high gpa’s) may view entrepreneurs and
entrepreneurial activities.

The management class was selected because it is a required course for all students who
major or minor in business administration. The business plan class was selected because
it is the third course in a four-four course sequence (leading to a Concentration in
Entrepreneurial Studies) and the number of students enrolled exceeds 50 each semester.

In week 15, the same survey was re-administered to all three groups, however, as noted
four new questions were added. The post-survey contained 54 items and (n=40),
(n=118), and (n=5) students completed surveys.

The same instructor taught all three classes.
Results

As noted, using parts of previous studies, (see Bibliography) the authors developed a
survey that assessed perceptions on a pre and post basis. Specifically, responses from 51
and 40 students enrolled in a senior level entrepreneurship business plan class (SIE) were
compared with responses from 129 and 117 business and non-business students enrolled
in a junior level Introduction to Management (MGT) class. On 27 of 54, questions
ANOVA’s and t-tests indicated significant differences in perceptions related to
entrepreneurship.



Demographics

The three groups included students enrolled in an Introduction to Management Class
(MGT.); Studies in Entrepreneurship Class (SIE); and Honors Class (n=3, too small to be

used; however, their responses mirrored those given by students from SIE.)
1 represents the pre survey and 2 represents the post survey results.

MGT SIE TOTAL

1 2 1 2
Gender
Male 72 67 30 31 200  (59%)
Female 57 50 21 9 137 (41%)
Total 129 117 51 40 337
Ethnicity MGT SIE

1 2 1 2
Anglo 93 88 38 31 250  (75%)
Black 5 6 1 1 13 ( 4%)
Hispanic 21 20 9 6 56 (17%)
Asian/Pacific 3 2 3 1 9
Other 4 1 0 1 6
Age MGT SIE

1 2 1 2
18-20 67 15 20 1 103 (31%)
21-23 42 74 25 30 171 (51%)
24-29 16 26 6 8 56 (17%)

1 1 0 1 3
1 1 0 0 2

In addition, 99% of students reported they were undergraduates with 57 % being juniors
and 40% seniors—75% of SIE students were seniors and 72% of MGT students were
juniors. Also, 88% of SIE students were business majors; 12% other majors. In MGT,
66% were majoring in business and 34% were minoring in business. Management
majors were 77% of the SIE course perhaps because the Concentration in Entrepreneurial
Studies is housed in the Management Department. In the MGT class, 22% of students
were management majors, 19% were marketing majors, 14% accounting or finance
majors, 10% were CIS or economics majors; 7% majoring in communications or public
relations, and the remaining 28% represented majors from other colleges.

The table that follows includes (abbreviated) questions asked; pre (1) and post (2)survey
results represented by percentages, and selected significance listing correlations and
ANOVA'’s that reflect pre and post test assessments. *Questions in bold indicate
significance. Note: for most questions the strongly agree (sa) and agree (a) responses
have been combined.



PERCEPTIONS OF ENTREPRENURSHIP STUDENTS TAKING A CLASS IN
ENTREPRENEURSHIP VERSUS STUDENTS TAKING AN INTRODUCTORY

MANAGEMENT CLASS
SURVEY RESULTS
SIE % MGT SIGN | SIGN

#1 #2 #1 #2 SIE MGT
7) Do you personally know someone who runs a
business (yes versus no) 90% | 97% 88% 92% N/A N/A
8) If yes, is the business: (small <20; med 21-49;
large>50 (new q) Small Small N/A N/A
9) Use the list below to select the (business owner) Friend or Friend or
“relationship (number one choice) Neighbor Neighbor N/A N/A
10) People start their own business to be their
own boss 76% | 80% 73.3% | 86.4% | 0.049 | 0.044
11) People start their own business to use their skills
and abilities. 90% 92.5% 91% 84.8% | 0.409 | 0.409
12) People start their own business to help the
community provide jobs. (new question) 55% 40.7% 0.049 | 0.000

74.5% 62-5%

31%
13) People start their own business make lots of select-
money edsa | 12.5%-sa| 32.2% 77% | 0.721 | 0.000
SIE % MGT SIGN | SIGN

#1 #2 #1 #2 SIE MGT
14) People start their own business to overcome a | 54% 75% 1% 71% 0.039 | 0.208
challenge.

76 % 43% 33%- |44%- | 0.216 | 0.000

Boss; Boss Boss Boss

17% 50%

use use skills
Be the Boss versus Use Skills skills
15) Select the Major reason you think/feel people 17% 50% 37%- 27%-
want to start businesses (Be boss; use skills; etc.) | Skill Skill Skill Skill
16) | want to start a business of my own sometime 80% 7% 70% 68% 0.382 | 0.516
before | retire
17) | want to open my own business immediately after | 39% 30% 20% 24% 0.161 | 0.478
| graduate.
18) | do not want to open my own business ever. 7.5% | 2.5% 12% 19% 0.603 | 0.753
19) I'd rather be my own boss than have a secure job | 45% 52% 32% 36% 0.651 | 0.860
working for someone else
20) You can only make big money if own your own | 2% 7.5% 8% 20% 0.154 | 0.002
business
21) I'd rather “start/found” a new company than be the | 35% 33% 35% 40% 0.684 | 0.675
manager of an existing one
22) I relish the challenge of creating a new 60% 72% 44% 58% 0.391 | 0.044
business.
23) People who start their own businesses are of 90% 100% 72% 80% 0.007 | 0.692
vital importance to the United States economy




24) Government investment is more likely to lead 26% 22% 22% 32% 0.194 | 0.048
to the creation of jobs than investment by
entrepreneurs.
25) If a friend or relative wanted to start their own 86% 85% sala | 79% 72.5% | 0.027 | 0.796
business, | would strongly encourage them to do sala
So.
26) | have a positive image of entrepreneurs. 95% 100% 90% 93% 0.611 | 0.375
27) Entrepreneurs have a positive image within 78% 87% 69% 81% 0.061 | 0.352
society.
28) Qualified consultant and service support for 65% sala 44% sala N/A N/A
starting new companies is readily available. (new q)
29) The College of Business curriculum inspires me to | 65% sa/a 34% sala N/A N/A
start a new business. (new q)
30) The University curriculum inspires me to start a 40% sala 30% sala N/A N/A
new business  (new question)
31) My family encourages me to start my own 46% | 62.5% 37% | 48% 0.000 | 0.000
business.
32) When everything goes right, | think that 20% | 25% 12% | 20% 0.000 | 0.000
success is mostly a matter of luck.
33) When everything goes right, | think that successis | 94% | 92.5% 90% | 84.5% 0.447 | 0.970
mostly about being prepared and qualified
34) 1 like to try new things (e.g. exotic food or 92% | 92.5% 90% | 84.5% 0.000 | 0.000
going to new places
35) When | travel | tend to use new routes. 54% | 59% 87% | 85% 0.000 | 0.000
36) 1 would change jobs (resign/quit) before 37% | 27.5% 20% | 30% 0.461 | 0.399
having a replacement job.
37) Banks do not readily give credit to start-up 21% | 50% 20% | 27% 0.129 | 0.010
companies.
SIE % MGT SIGN | SIGN
#1 #2 #1 #2 SIE MGT
38) The law is a barrier to “starting” a company. 60.7 42.5% 14% | 30.5% 0.000 | 0.000
39) The law is a barrier to “running” a company. 21% 25% 25% | 38% 0.000 | 0.000
40) It is hard to find a business idea that hasn't 60% 47% 49% | 52% 0.032 | 0.000
been tried before
41) | don’t have the necessary skills to start my 20% 2.5% 27% | 37% 0.006 | 0.000
own business.
42) | lack the confidence to start my own business. | 25% 10% 20% | 36% 0.002 | 0.000
43) | lack the knowledge to start my own business. | 31% 15% 49% | 48% 0.000 | 0.539
51% 42% 60% | 69% 0.667 | 0.000
44) | lack the experience to start my own business. | sa/a
45) The risks involved in setting up a business are | 31% 35% 26% | 31% 0.000 | 0.002
too high
Pre; post; Pre; Post; 0.027 | 0.047
12.6% | 5% start | 5% 3.5%
46) After | graduate, | “first” plan to: (select start own bus | start | start
career/job choices) see discussion for other own own | own bus
responses bus bus
47) Someone you know, shares that he/she wants | 81% 87% 85% | 72% 0.000 | 0.000
to start a business. What advice would you give
them?
--encourage them was the #1 choice
48) My current knowledge and understanding of 39% 77% 30% | 46% 0.000 | 0.000
starting and managing a business is (excellent to
good -- combined)




49) When considering methods of raising capital to #1 Using personal | Using personal 0.194 | 0.229
start a new business, which of the following is the funds funds
most typical? See discussion
50) How important do you think it is for successful | 75% 85% 68% | 52% 0.322 | 0.000
business owners or entrepreneurs to give
something back to the community?
51-52)Questions about college major/demographics 53) Not enough 53) N/A N/A
capitol Too risky
53) Circle the Major reason you think people have for
NOT starting a business. See discussion
54)Obtaining 54) Obtaining
54) Rank the Challenges people face when starting financing financing

businesses. See discussion

T-tests are being run comparing the two classes as are separate analyses on gender and

college major and results will be shared in the presentation.

The authors believe that results can be used by entrepreneurship professors to further add

legitimacy to the field and that the results shed light on perceptions and expectations

students have when taking courses in entrepreneurship—both before and after completing

the course(s).
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ACADEMIC ABSTRACT

Entrepreneurs and their decision-making process provide an intricate and complex problem for
understanding decision making. Educators are actively attempting to map success and failure
with traits and skills found in entrepreneurs. The complexity is aggravated by how the
entrepreneur uses social skills and social capital, and their perception of themselves and of the
business world. Various models exist for analyzing the decision-making process, but this paper
proposes a cyclical model that examines the interplay of certain concepts. Insights from various
applications of this model will significantly add to mapping entrepreneurial skills, traits, and
behaviors to financial success in business.

EXECUTIVE SUMMARY

This paper presents a framework and methodology for obtaining information that is potentially
critical to understanding an entrepreneur’s success. The business community should be invested
in discovering and understanding the reasoning behind an entrepreneur’s decisions because it is
powerful information that can aid decisions in every aspect of business.

The implications of this study are vast because the findings can be applied to individual
influences on business decisions involved in the entrepreneurial decision-making process. By
identifying pitfalls and understanding the process behind decisions, and by making the process
scientific, we can map success or failure to key personality traits. Investors can educate
themselves regarding the type of entrepreneur they are financially backing, and identify
personality aspects that are too risky or may lead to venture failure. Having this context in which
to evaluate business ventures can help mitigate risk.

The approach proposed here provides a framework in which data on entrepreneurs can be applied
to mapping success and failure with certain traits, behaviors, and perceptions. It also suggests a
cyclical interplay between all factors involved in the decision making process and the outcome.
By applying qualitative data found through interviews and research of certain ventures and
outcomes, we may begin to show how necessary this approach is for financial success. This
proposal, however, raises the challenge of engaging entrepreneurs in this approach, and having
them integrate it into their businesses. It raises questions about how to provide information that
is timely and relevant in a useful manner, and also about the limitations of this approach.



INTRODUCTION AND TERMINOLOGY

Entrepreneurs have been studied in multiple ways to measure their success or failure. Their
thought processes have been examined to try to equate financial success with various ways of
thinking. Certain experts in the entrepreneurial field are beginning to map highly developed
social skills and success. It is understood, to a certain extent, how certain entrepreneurs
approach the entire process from recognizing opportunity, taking it to the next step, and
following it through. Given that entrepreneurs are people too, trying to understand in a scientific
manner how they think, what the thought process is, and identifying certain entrepreneurial traits
and skills may help explain the success of some, and the failures of others.

The definition of entrepreneurship varies widely. Classically, the process of entrepreneurship
can be seen as a process which is “sparked by the recognition of an opportunity, the
entrepreneur, through an act of volition or intention, is the catalyst of the process of
entrepreneurship” (Stewart, 1998). However, this paper demands a more elaborate and focused
definition of entrepreneurship, such as “a scholarly field that seeks to understand how
opportunities to bring into existence ‘future’ goods and services are discovered, created, and
exploited, by whom, and with what consequences” (Baron and Markman, 2003). One extension
of this, which is highly under-researched and has potential to answer several questions regarding
traits and behaviors of entrepreneurs, is “why, when, and how some people and not others
discover and exploit opportunities” (Shane, 2000).

Entrepreneurship should be studied within a framework; one that describes why it is studied, why
opportunities exist, why some and not others recognize these opportunities, and finally, how the
opportunities are exploited (Shane, 2000; Stevenson, 1990). This conceptual framework
includes the entrepreneurial process and certain behaviors and traits that may influence the
outcomes. It proposes that opportunities exist not only because we live in a capitalist society, but
also because people hold different views of the values of resources (Shane, 2000). Information
is not perfectly distributed so there is the opportunity to exploit that information. The framework
states that opportunities are discovered because entrepreneurs have prior information, and the
cognitive properties necessary to value that information. The decision to exploit it derives from
how the individual sees the expected value of the information, and differences in how they
perceive risk and optimism (Shane, 2000). Ultimately, this framework is excellent for examining
and applying certain issues such as behavior, traits, biases and perceptions to the entrepreneurial
process because ‘value’ is an interpretive concept in certain situations.

IDENTIFYING OPPORTUNITY

Evaluating opportunity is one thing, but how do these opportunities arise? Some say in the
midst of pure chaos is where the best opportunities are found. Trying to understand if there are
any patterns may help the entrepreneur understand how opportunities arise, and in turn may help
them manage the opportunities more successfully (Smilor, 1999). In the technology industry, for
example, there are four key factors that can dictate success for new ventures: talent, technology,
capital, and know-how (Smilor, 1991). Developing these aspects may depend more on genetics,
traits, and skills than anything else, and understanding that patterning of behavior for an
individual may describe how they seek opportunity.



One current view of how entrepreneurs find and evaluate opportunity is defined by source
scanning which describes certain behaviors when evaluating a given opportunity (Schafer,
1990). Source scanning is one way in which relevant information is gained about events
occurring inside or outside a company in order to determine the company’s future course of
action. Entrepreneurs have shown that, historically, they are innovative and proactive about
scanning sources for information. Entrepreneurs tend to use human sources, and are constantly
scanning their networks for new information (Schafer, 1990). This may be because they have
more faith in word-of-mouth information from trusted sources in their social networks. This also
shows it would be to the benefit of the entrepreneur to work on developing and maintaining their
social networks.

ENTREPRENEURIAL PITFALLS

Regardless of what type of opportunity propels an entrepreneur into entrepreneurship, there are
ways to extract talent from your social network or to develop your company with a certain
amount of know-how. Sources of capital (convincing others to give you money), know-how
from others (the ability to leverage knowledge in an expanding enterprise), and talent
(recognizing market opportunities and organizing to take advantage of them) may all trickle
down from sources within a given social network (Smilor, 1991). These three factors rely
heavily on social skills, which can help develop an entrepreneur’s social capital (the actual and
potential resources individuals obtain from knowing others, being part of their network or just
from having a good reputation) (Baron and Markman, 2000). Together, social skills and social
capital define social competence, which is their ability to interact effectively with others as based
on discrete social skills (Baron and Markman, 2003). Social skills needed to develop these
networks and an entrepreneur’s social competence should never be neglected, whether they are
inherent or learned. These aspects can directly correlate to the success or failure of an
entrepreneurial venture.

Recognizing opportunity and the perceived chance for success can depend on how entrepreneurs
interpret their world, and how they process certain bits of information. There are correlations
between optimism and personal views of success which some call “entrepreneurial euphoria”
(Cooper, 1988). Their high optimism is defined by statistics such as, in a given survey, 95%
surveyed believed their chances of success were at least 0.50, and 33% believed their chances
were 1.0. Clearly, entrepreneurs believe they bring special skills to the table and can, in some
ways, control their own destinies. Given this euphoria, it is very difficult for entrepreneurs to
objectively examine and assess problems within their own companies, as well as their own
strengths and weaknesses as a manager (Cooper, 1988). This is extremely critical in the starting
stages of a company, so this may help explain certain failures and successes. This also stresses
the importance of developing key relationships within social networks so that respected and
trusted colleagues can help mentor the process. Strong social skills will greatly help the odds of
the business succeeding.

Entrepreneurs have a higher perceived self-efficacy in the context of business, which is defined
as believing in ourselves regarding business decisions (Krueger, 1994). Perceived self-efficacy
can translate into the perceived ability to take higher risks, which is particularly worrisome in
SWOT analysis (analyzing your company’s strengths, weakness, opportunities, and threats in the



marketplace. Their behaviors and decisions are influenced by their perceived self-efficacy,
which influences aspiration levels, goal commitments, task persistence, and work attitudes
(Krueger, 1994). Those with higher self-efficacy set higher goals and exceed those goals, and
they believe they can reduce or overcome risk through skill. Risky choices are seen as
opportunities that will be controlled and managed through the entrepreneur’s skill (Krueger,
1994). Therefore, any losses can greatly influence self-efficacy, risk-taking behavior, and
therefore the direction of the company if the entrepreneur dwells on losses and threats (Krueger,
1994). This shows a positive entrepreneur can make a positive environment in which to grow his
venture by keeping the tone optimistic, although not too optimistic so as to miss the reality of the
situation. If the entrepreneur loses confidence, what happens to their perception of opportunity,
and therefore their venture?

The perception of risk and how that plays into evaluating opportunity has been widely studied
(Forlani, 2000; Keh, 2002). One view looks at “American Folklore” and how risk is perceived in
our culture (Forlani, 2000) and another view tries to understand the cognitive factors involved in
evaluating risky opportunities (Keh, 2002). The American view of entrepreneurs as bold,
forward-thinking risk takers was debunked by showing that they simply perceive opportunities
differently than the Average Joe (Forlani, 2000). The significance and uncertainty of those
potential losses also weigh heavily on the risk factor, and they look to see if gains are
proportional to risk. Personality traits and behaviors will come into play here because risk
propensity is a perception, but one that is a determinant of risk behavior. Therefore,
entrepreneurs are truly a different breed of person, viewing risk in widely different contexts.
What drives the perceptions?

COGNITIVE FACTORS, TRAITS, AND SKILLS

The cognitive process of entrepreneurs, since it has been shown to be different than others, is of
great interest to understanding success/failure, and how certain traits may define the cognitive
process (Keh, 2002). Perhaps it is how they perceive risk, since to them, risky situations may
seem less so because of the way entrepreneurs view opportunity; perhaps it overconfidence,
euphoria, the illusion of control over the situation, or combinations of all these factors (Keh,
2002). Given that entrepreneurs have a natural tendency towards risk, how they perceive it
influences the valuation of opportunity. The illusion of control and the law of small numbers
(using a limited number of informational inputs to draw firm conclusions) show that
entrepreneurs tend to be overconfident and evaluate less-than-thorough information before
moving ahead. The challenge here is to encourage entrepreneurs to broaden their networks so
that the information they are evaluating is more complete.

These cognitive attributes, when viewed from a psychological viewpoint, reveal a proclivity for
entrepreneurship (Stewart, 1998). Risk propensity, achievement motivation, and preference for
innovation help explain why certain people act in entrepreneurial ways. Risk propensity is
shown to be a predictor of entrepreneurial activity, and entrepreneurs are more achievement-
oriented than the rest of the population (Stewart, 1998). Creativity and innovation separates
managers from entrepreneurs, who see opportunity in introducing new products, opening new
markets, or reorganizing industries (Stewart, 1998). Propensity for innovation and the
attractiveness of great achievements both necessitate extended risk. Given that these factors are



inherent to the entrepreneur, they cannot avoid risk or the consideration of risk in their ventures.
Some entrepreneurs choose to selectively see their world through narrow scope and the law of
small numbers, and training them to understand inherent traits and behaviors that skew their
view of risk may greatly increase their chances of success.

One aspect that is troublesome is the lack of available applicable models to study the relationship
between the entrepreneurs’ perceptions and the outcomes of ventures. Entrepreneurism is a
unique phenomenon in America because of the capital marketplace, although it takes place all
over the world. In order to model part of the process, it may help to look at venture capital firms
and what criteria they use in their decision process. Venture capitalists (VCs) are conspicuously
successful at choosing new ventures, so entrepreneurs could learn from drawing parallels
between their process and the VC process (Hall, 1993). The screening and evaluation steps of
choosing a new deal are highly applicable to the entrepreneur, because it considers risk, the
management team, social networks, and experience. Criteria such as good communication, a
realistic view of your capabilities, being referred by a trusted source, and good match between
partners are on a VCs checklist (Hall, 1993). Applying these criteria to entrepreneurs may be a
starting point for understand thought process.

Entrepreneurs present certain traits which can help describe why certain ventures fail or succeed
because it is directly connected to how the entrepreneur views the world (i.e. risk, opportunity,
and success/failure). There are a few key points when considering personality and business
successes and failures. Just like there are no two snowflakes alike, there are no two people alike.
Therefore, perceptions of risk, value, and opportunity will always differ, and create new types of
entrepreneurial ventures. Entrepreneurship is a personal process; success and failure are likely to
be partially dictated by personality and genetics. By better understanding the skills, traits, and
behaviors that shape the thought process, we can better understand and map success/failure to
perceptions or at the minimum, have a better understanding of the pitfalls of entrepreneurial
thinking. But how can we begin to rationalize and qualify human behaviors with financial
outcomes?

Social capital cannot be overlooked as a subject area that can correlate financial successes and
failures to entrepreneurial behaviors and traits. Given the ‘clouded’ entrepreneurial view, an
objective, though trusted, point of view should be desirable to aid success. This would most
likely come from a person within the entrepreneur’s social network. It is vitally important for
the entrepreneur to recognize when they need help and to ask for help. It is equally as important
for them to use highly developed social skills to constantly work on forming a well-rounded,
extensive network of colleagues, mentors, and friends. Social capital allows the entrepreneur to
gain credibility, gain access to information, increase cooperation from others, and can result in
referrals and a larger sense of trust from peers (Baron and Markman, 2000).

The key to developing the social networks is social skills, which can result in effective and
beneficial interaction with others. The ability to read others accurately can help with venture
partnering, making a good first impression can help expand a network, and being able to
persuade or influence others effectively can help anytime (Baron and Markman, 2000).
Adaptability to rapidly changing situations and the perception of others’ moods, motives, and
intentions has shown to be a predictor of success (Baron and Markman, 2000). Developing these



skills and utilizing them can lead to better communication and financial success, and it will
ultimately enhance your social capital, which can be a large competitive advantage. The
encapsulating view of social competence pulls these concepts together because it points out that
although your network may help you gain access, your social skills will enable you to take the
opportunity further (Baron and Markman, 2003). Developing social skills such as perception,
impression management, persuasiveness, social adaptability, expressiveness, and emotional
intelligence could yield large dividends in the capital marketplace (Baron and Markman, 2003).
In the end, social competence helps to expand networks, build business relationships and
alliances, and provide competitive advantages through privileged information (Baron and
Markman, 2003).

There is a great deal of financial pressure on entrepreneurs, in the form of bringing new jobs,
maintaining their own livelihood, and successfully managing the entrepreneurial process.
Encouraging entrepreneurs to develop skills that will enhance their networks and build social
capital is vital to the evolution of the entrepreneurial process. By developing more ‘microscopic’
frameworks to study behaviors, perceptions, genetic predispositions, and learned biases,
researchers can better track success and failures (Figure 1). Behavioral aspects and histories can
be studied through interviews, focusing on familial traits, tendencies, and business activities. If
the field could understand how the entrepreneurial process happens on a qualitative and
quantitative level, it can be approached with more awareness by future entrepreneurs.

FIGURE 1

Pathways Connecting the Entrepreneurial Process
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FIGURE 2

Importance of Pathways

Pathway | Concepts Connected Definition and Importance in Pathway

1 Descriptors and The traits, biases, learned behaviors, and cognitive processes that
Recognizing predispose entrepreneurs to methods of recognizing opportunity
Opportunity

2 Descriptors and The above personal dispositions (1) can dictate an entrepreneurs’
Building Social Capitalfability to utilize social skills (or lack thereof) in building social

capital

3 Social Capital and These two are parallel because of their cyclical relationship. By
Recognizing building social capital, an entrepreneur can recognize better
Opportunity opportunities more efficiently. This is a key area where

jresearch is needed.

4 Social Capital and An excellent social skill set and large social capital will help
Optimizing entrepreneur optimize the opportunities in their chosen ventures.
Opportunities This is a key area that can be utilized to evaluate success and

[the process.

5 Ability to Optimize  |The more capable an entrepreneur is at optimizing their
Opportunities and opportunities, and successfully evaluating them, the better their
Success of Venture chances are for financial and personal success.

6 Success of Venture and|This is a critical link to understand because success will bolster
Recognizing confidence and allow the entrepreneur to incorporate their
Opportunity success back into the process of choosing ventures.

IMPORTANCE OF THE PROPOSED FRAMEWORK

Connecting an entrepreneur’s thought process with tangible physical data will help emphasize
various pitfalls or over-confidences. This in turn may clearly show a business ventures’
particular downside. The more clarity that an entrepreneur has about business decisions can be
parlayed into financial success more efficiently. Strategic planning can now be approached with
a greater sense of confidence due to a greater understanding of the pitfalls resulting from traits,
perceptions, and personality.

The purpose of obtaining this information is to effectively and scientifically try to separate
effects of risk perception, and other behavioral attributes, from objective risk (Forlani and
Mullins, 2000). It can be maintained that high levels or variability, and risk, do not deter
entrepreneurs, but that this risk is not mitigated efficiently. The more information that is
available on thought processes, typical traits, certain behaviors and perceptions, the more
effectively pitfalls can be identified. This in turn will lower the risk associated with certain
ventures, and perhaps protect investments or make investments more fruitful. Understanding a
person’s perception of the investment situation may soon be an argument for hiring co-workers
with traits that could provide a more well rounded and diverse view of business decisions.



By approaching entrepreneurial ventures with a clear view of personality pitfalls and a stronger
sense of the entrepreneur’s perceptions, any analysis of the investment situation should be held
in context of these pitfalls. Identifying and analyzing behavioral pitfalls can be approached
through research in a few effective formats. By presenting test subjects with theoretical
situations we may begin to identify some traits, but other approaches should include training and
education. Training should include improving awareness about social skills and their interplay
with social capital, as well as identifying the entrepreneur’s personality, learning styles, how they
perceive business decisions, and their personal pitfalls. One of the biggest barriers to training,
however, will be to encourage the entrepreneur to participate, and to integrate new concepts and
awareness into their businesses.

CONCLUSION

Evaluating entrepreneurs, their decision process, and examining the outcomes of their ventures
can add much needed qualitative data to the framework (Figure 1). There is a cyclical
relationship between the concepts mentioned in this paper, and the financial success of
entrepreneurs. Qualitative data can start to bring attention to this fact, and display the
importance of being self-aware as an entrepreneur. In the future, these concepts and frameworks
could be integrated into evaluating a business proposal, or allow companies to examine their
investments in intangible assets such as management and workforce. Before this concept can be
brought into the business mainstream, it is important to demonstrate, clearly and tangibly, the
connections between these concepts and financial outcomes. Researchers and professors must
attempt to connect actions with process and thought, and evaluate the financial outcomes in those
cases. The need to understand the entrepreneurial thought process behind the financial bottom
line can be demonstrated and elaborated through case studies, by pursuing research, and also by
open discussions on the fiscal importance of social capital and risk perception.
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TROUBLE AT THE TOP: POSSIBLE CAUSES, POSSIBLE SOLUTIONS

Kevin Bosner
St. John Fisher College
406 Kearney Hall
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CASE OBJECTIVES AND USE

This case is appropriate for use with such courses as Organizational Behavior,
Leadership, Entrepreneurship, or Small Business Management. Its purpose is to educate
business students on how to approach organizational issues with an open mind.
Underlying personal and family conflicts are discussed and analyzed as to their effect on
business difficulties. The goal of the discussion is for students to discover at least one
potential problem area that they initially missed. This should help them approach future
situations with a more open mind, and avoid the trap of jumping to conclusions. The
outcome of the actual case, presented to students after they have made their suggestions,
reinforces the fact that psychological influences sometimes exert greater power than
objective business concerns. This is a valuable lesson for future consultants especially in
dealing with family business.

CASE SYNOPSIS

This case provides an overview of the conflict between two equal owners of two related
corporations. General background and history of the companies put the current problem
in context. Several research studies are then summarized in class through lecture and
discussion. In a series of group discussions, students are asked to relate material from the
studies to the situation which exists in the subject organization, and to discuss impacts of
the business conflict on the family systems of the owners as well as on the businesses.
Likely causes of the conflict are to be identified and potential actions suggested. Sources
for resistance to the suggested actions and possible ways to reduce that resistance are
discussed.



BEST PRACTICES FOR TEACHING SOCIAL ENTREPRENEURSHIP:

MOVING THE FIELD FORWARD
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Debbi_brock@berea.edu

ABSTRACT
Social entrepreneurs share a common dream of making their ventures sustainable and
contributing positively to their home communities. Social Entrepreneurship continues to gain
recognition as a growing area of entrepreneurship to study and learn from. The purpose of the
workshop is to share recent developments with faculty members who are implementing social
entrepreneurship courses in the curriculum or launching specialty programs. Each of the
panelists will showcase their own best practices in social entrepreneurship including academic
programs, outreach, research, syllabi development and support organizations like the ASHOKA.

Collectively, we can learn from one another in this ever changing field.

EXECUTIVE SUMMARY
Participants will explore how social entrepreneurship is developing as a field based on
initiatives from around the world. At the end of the session, participants should understand how

social entrepreneurship can be implemented into the curriculum, learn from “best practices” in



course offerings and experiential learning models, and discover resources available for teaching

and researching in the field.

The session will start with a discussion of different social entrepreneurship models for
varying age groups including the National Foundation for Teaching Entrepreneurship (NFTE)
youth programs, undergraduate and graduate social entrepreneurship initiatives. These programs

will be examined including new teaching initiatives for each level of entrepreneurship education.

A discussion of best practices in social entrepreneurship teaching will include course
models, available cases, and resources for students interested in starting a social venture. A
discussion of main differences in syllabi from a select group of social entrepreneurship courses
will include teaching initiatives from experiential learning projects, business plan competitions,
outreach programs, and funding initiatives for social ventures. In addition, an assessment of
current textbooks and course readings will be covered.

Current research in the field will be covered along with opportunities for future
developments, especially insofar as integration with teaching. The Skoll Center for Social
Entrepreneurship at Oxford University and Ashoka’s Global Academy for Social
Entrepreneurship initiated the University Network for Social Entrepreneurship with opportunities
for faculty interested in networking and collaborating on research and course developments.

To close the session, attendees will have the opportunity to share insights based on their

own social entrepreneurship courses or programs and how to move the field forward.



Workshop Panelists

Debbi D. Brock, Chair, Entrepreneurship for the Public Good, Berea College

= Susan Davis, Chair, Ashoka Global Academy for Social Entrepreneurship

= Steve Mariotti, Founder, National Foundation for Teaching Entrepreneurship Foundation
* Minet Schindehutte, Associate Professor, Entrepreneurship and Emerging Enterprises,

Syracuse University

Session Outcomes

At the end of the session, participants should be able to:

1. Gain an awareness of phenomenal new course developments in social entrepreneurship;

2. Implement social entrepreneurship into an existing entrepreneurship curriculum or develop a
standalone course;

3. Discover resources available for faculty interested in social entrepreneurship including an
evaluation of course textbook and syllabi;

4. Select an appropriate option from amongst a number of different program models for youth,
undergraduate and graduate programs for teaching and program initiatives in social

entrepreneurship.

Outline of Session
I. Overview of Social Entrepreneurship
« Positive Impact Social Entrepreneurs Make to Society
» Unique Challenges in Social Entrepreneurship

II. Social Entrepreneurship Models: A Unique Perspectives



«  Youth Models: National Foundation for Teaching Entrepreneurship and Youth
Ventures
« Undergraduate Models: Entrepreneurship for the Public Good, Berea College
« Graduate Models: Skoll Center for Social Entrepreneurship, Oxford University
III. Best Practices in Teaching Social Entrepreneurship
« Courses in Social Entrepreneurship
« Experiential Learning Models
« Cases Studies in Social Entrepreneurship
IV. Research Initiatives in the Field
« Social Entrepreneurship Research
« New Developments in the Field
« Ashoka’s Global Academy for Social Entrepreneurship and the University Network
for Social Entrepreneurship
V. The Future
« Audience Insights on Social Entrepreneurship
» New Research Initiatives in Social Entrepreneurship

« Integration of Social Entrepreneurship into Entrepreneurship Courses

Answering the So What Question

Social entrepreneurship continues to gain attention as a growing field of study where social
entrepreneurs are relentlessly pursuing their quest to make a positive contribution through a
business enterprise. Their goal is to make a sweeping long term impact on society, not simply a

small scale enterprise. The panelists will share their best practices in social entrepreneurship to



train faculty members who are interested in implementing social entrepreneurship in their

courses or launching an entire course dedicated to social entrepreneurship.

For more information about this workshop contact, Debbi Brock at Debbi_Brock(@berea.edu




Revitalization of Appalachian Communities through

Entrepreneurship

An Innovative Model to Produce Service Leaders for Appalachia and Beyond

Debbi D. Brock, Berea College
CPO 1863, Berea, KY 40404
859.985.3634  debbi_brock@berea.edu

Abstract
According to the Appalachian Regional Commission (ARC), the best hope for stabilizing and
diversifying Appalachia’s economy lies in the creation and expansion of businesses that provide
jobs, build local wealth and contribute broadly to economic and community development. The
research on Appalachian communities, specifically, how entrepreneurship can be used as a tool
to revitalize the region, is the focus of this paper. Exploring the need for understanding rural
communities, the culture and climate for entrepreneurial activity and how educating the region’s
youth can limit out migration will be covered. The need to expand and support entrepreneurial
activity as a means for revitalizing Appalachian communities led to the creation of an
entrepreneurship program to teach students about entrepreneurship in an effort to make a positive

impact on the Appalachian region and beyond.

Development in Appalachia

The paper looks at the limited research on Appalachian and rural community
development, tracking how entrepreneurship is used to revitalize the area (Childress, Smith-
Mello, Schirmer, 1998, Isserman, Rephann, 1995; Taylor, 1997; Timmons, Broehl, Frey, 1980).

Initiatives by the state of Kentucky to spur entrepreneurial activity in the state and specifically in



the Southeastern part of the state are investigated. The cultural history of the region and the
relationships between individuals in the community with outside entities who extracted resources
from the region has helped to define the region today. The wealth created by natural resources
can create a positive economic impact when the resources are not only extracted, but processed,
and the resources used to create value added products (Santopietro, 2002). Today, the region is
looking at value added productions to increase wealth in the region. In the state of Tennessee
companies, Full Cycle Woodworks uses sustainable harvested timber to create high value
products and in Winchester, Kentucky, the Freeman Corporation is the world leader in
producing, sourcing and marketing veneers manufactured from sustainable, well managed forests
(Freeman, 2005).

An exploration of efforts to encourage a cultural climate for entrepreneurial activity and
how this new climate impacts the region's youth. The goal of limiting the “brain drain,” the out
migration of the best and brightest, and the impact of education on the region is also evaluated.
The paper closes with a review of an entrepreneurship program model in a liberal arts college
and the program's concerted effort to teach students about entrepreneurship and develop their

leadership skills to make a positive impact on the Appalachian region and beyond.

The Role of the Entrepreneur

Entrepreneurship is the key to the American Dream. To understand the role of the
entrepreneur in the economic development of the Appalachian region, we must first understand
the entrepreneur. Definitions of the entrepreneur focus on the pursuit of opportunity without
regard to resources currently held (Stevenson, 1983, 1985, 1990). Recognizing the importance
of entrepreneurship to the development of the region, the Appalachian Regional Commission

noted that the creation and expansion of entrepreneurial enterprises is the path to stabilize and



diversify the Appalachian economy (ARC, 2003). The need to expand and support
entrepreneurial activity as a means for revitalizing Appalachian communities led to the creation
of the College’s entrepreneurship program. The program seeks to equip students of all majors to
be agents of change and to connect them with entrepreneurs working to realize Appalachia’s
economic and social potential.

Social entrepreneurship continues to gain attention as a growing field of study where
social entrepreneurs are relentlessly pursuing their quest to make a positive contribution through
a business venture. These individuals see needs that are not met by the state welfare system; and
they marshal their resources, seizing the opportunity to meet these needs (Thompson, Alvy,
Lees, 2000). Bornstein defines the social entrepreneur as, “a path breaker with a powerful new
idea, who combines visionary and real-world problem solving creativity, who has a strong

ethical fiber, and who is “totally possessed” by his or her vision for change” (Bornstein, 2003).

Government continues the bureaucracy that consistently provides sub-par services to
society which, in turn, contributes to the need for more social entrepreneurs. The social
entrepreneur’s goal is to make a long term impact on society, not simply a small scale venture.
Social entrepreneurs share a common dream of making their ventures sustainable and
contributing positively to their community. The most noted author in the field of social
entrepreneurship is Greg Dees who has led social entrepreneurship programs at Harvard,

Stanford and now Duke University. Dees uses this definition for social entrepreneurship:

Entrepreneurs are change friendly, opportunity-oriented, innovative, resourceful,
value creators. They see resources and they find a way to mobilize or move them
to areas of higher productivity and yield. They find a way to create value. Social
entrepreneurs are entrepreneurs who intentionally pursue the public good. They

act as change agents in the social sector by: adopting a mission to create and



sustain social value; relentlessly pursuing opportunities to serve their mission,
continuously innovating, adapting and learning; acting boldly without being
limited by resources currently in hand; exhibiting a heightened sense of
accountability to the constituencies served and for the outcomes created (Dees,
1998).

This definition upholds the traditional definition of marshalling resources without regard to
those currently held and seizing opportunity, while adding the heightened sense of accountability
and adopting a mission to sustain social value (Dees 1998). Social entrepreneurs mix commercial
and philanthropic strategies to fulfill their mission. Social entrepreneurs are social change agents
that create and sustain social value that benefits society as well as themselves and customers

(Dees, 1998).

The Appalachian Region

The Appalachian region holds a long tradition of economically depressed areas that have worsened
over time from one in three living in poverty in 1965 to less than 16% of people in Appalachia living in
poverty in 1990 (ARC, 2005). The Appalachian region spans a large area from Mississippi to New York,
with many communities achieving economic prosperity on par with the rest of the nation. Other areas in
the region remain in poverty, without access to basic healthcare, education and water and sewer systems.
In the state of Kentucky alone, 14,000 homes do not have running water. In 1960, the Appalachian region
contained 223 distressed counties. By 2004, the number of severely distressed counties has dropped to
91, with a majority (32) of them located in Southeastern Kentucky (ARC, 2004). See the map below for a

comparison of distressed counties in 1960 and 2004.

Figure 1: ARC Designated Distressed Counties, 1960 and 2004
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Several areas in the region have shown positive growth, losing their status of economically
disadvantaged. The Appalachian area once was rich in natural resources, with coal and timber
providing income for many families. These once thriving coal mining town are now destitute,
with only a few remaining residents, the majority of residents having left to seek employment
opportunities elsewhere. With this in mind, the Appalachian Regional Commission looked to
diversity Appalachia’s economy by creating and expanding businesses that provide jobs, build
local wealth and contribute broadly to economic and community development (ARC, 2004). The
Entrepreneurship Initiative to build entrepreneurship economies across Appalachia started in
June 1997 and included a multi-year $17.5 million, now over $35 million, to support
entrepreneurship communities across Appalachia. This initiative leveraged over $45 million
from other sources to support entrepreneurial activities that created more than 1,200 new
businesses and 5,200 new jobs throughout the region (ARC, 2003).

While the region would like to encourage high growth businesses, there are different
levels of entrepreneurial activity that need to be considered: the survival entrepreneur who starts
a business purely out of economic need; the lifestyle entrepreneur, traditionally known as “Mom
and Pop” business which operate on a month to month basis and employ a low number of
employees. High growth companies have not materialized in the region to significant levels.
High growth companies, termed gazelles, achieve meaningful growth (20% per year for four
years in a row) and contribute the new wealth creation in society (Harnish, 2002).

The Appalachian Strategic Plan written by the Appalachian Regional Commission for
2005-2010 has a clear focus on civic entrepreneurship to increase job opportunities and increase
per capita income levels of the region's residents to develop a healthy, competing, and

sustainable economy (ARC, 2004). By building capacity, encouraging partnerships, providing



training and developing leaders, the region is poised to capitalize on entrepreneurial
opportunities (ARC, 2004). Many researchers, economic development experts, and community
development organizations agree that encouraging homegrown entrepreneurs in rural areas will
produce greater results than the traditional economic development goal of recruiting large

manufacturing firms.

Rural Entrepreneurial Activity Limitations

A number of limitations are presented to rural entrepreneurs, and specifically
entrepreneurs in the Appalachian community. For rural entrepreneurs, a lack of infrastructure to
support public services (healthcare, public transportation, education), access to technology,
including broadband, geographic isolation and lack of business support services is a deterrent to
entrepreneurial activity (MacKenzie, 1992). With the initiatives to create more access to
Appalachia, the Appalachian Development Highway brought over 2,000 miles of road to the
geographical isolation of the region. The highway system serves a multi-purpose role to create
access to the region for economic development as well as educational, health and recreational
access (Isserman, Rephann, 1995).

In Central Appalachia, a study conducted by the Mountain Association for Community
Economic Development (MACED) looked at the obstacles facing Appalachian entrepreneurs in
the Kentucky, Ohio, Tennessee and West Virginia. The study noted that geographic isolation,
learning styles of entrepreneurs, workforce quality, regional insularity, a perceived negative
attitude toward success, and information about capital are barriers to entrepreneurship in the
region (Taylor, 1997). The egalitarian nature of the region possesses a special problem for
entrepreneurial support organizations that wish to encourage individuals to succeed within the

ranks of the business. In many areas of the region, the cultural barrier to success proves to be a



more pervasive obstacle facing would-be entrepreneurs. The “crab theory” referring to a crab
that keeps other crabs from escaping a boiling pot of water is applicable to Appalachian
entrepreneurs (Taylor, 1997). This analogy holds true in regards to individual success in
Appalachian communities where collectivism and egalitarian principles persevere. Cultural
barriers also limit the would-be entrepreneurs from asking for assistance, primarily in start-up

funding (Timmons, Boehl, Frye, 1980).

Encouragement of an Entrepreneurial Culture

Appalachian culture and values continue to lead discussions about the difference between
an Appalachian entrepreneur and an entrepreneur from another part of the U.S. The Appalachian
entrepreneur, with characteristic values such as thriftiness, spending wisely and resourcefulness,
may have an advantage over other entrepreneurs whose business acumen may be more
sophisticated, but who lack some of these core values. The collectivism mentality helps
communities band together toward common goals, which can be an advantage to some
entrepreneurs, especially when the benefits to a community are obvious. At the same time, a
collective mentality discourages individualism and standing out from others. Since
entrepreneurship is typically a sole endeavor, the need to be humble and not stand out from
others in the community can be problematic.

The Global Entrepreneurship Monitor funded by the Kauffman Foundation sponsored a
study on entrepreneurial activity around the world. The United States has a strong infrastructure
for entrepreneurial activity including entrepreneurship training/education, funding resources and
societal norms that embrace entrepreneurial activity (GEM, 2003). The United States culture
seizes opportunities, takes risks and has a low fear of failure while remaining a leader in higher

education (GEM, 2003). More education does not appear to be a requirement for success in



entrepreneurial endeavors for non-technical businesses in the Appalachian region (Timmons,
Broehl, Frye, 1980). The Governor’s Guide to Strengthening State Entrepreneurship Policy
correlated economic growth with entrepreneurship. The guide encourages states to develop an
environment to support entrepreneurs through a five step plan: 1) integrate entrepreneurship into
state economic development efforts; 2) use the education system to nurture and encourage future
entrepreneurs; 3) incubate entrepreneurial companies; 4) invest in diverse sources of risk capita;
5) “Get out of the Way” through regulatory reform and streamlining (NGA, 2004).

In order to ensure a community thrives with entrepreneurial activity, the community
needs to have an innovation orientation, investment community, positive market conditions and
an entrepreneurial culture that supports entrepreneurs (Hisrich, 2005). In regions where the
market is not large enough to sustain the region, the regional or international market needs to be
available to sustain the venture.

A concrete way of encouraging an entrepreneurial culture is to sponsor awards for
entrepreneurs (NGA, 2004 and MacKenzie 1992) that celebrate the accomplishments of
entrepreneurs and fosters a culture that embraces entrepreneurial activity. The Southeastern
Kentucky region created the “Excellence in Entrepreneurship” awards to showcase entrepreneurs
in the region and their individual success. The fall 2005 event brought together over 200
entrepreneurs, community leaders, supporters of entrepreneurs, bankers and venture capitalists to
highlight the accomplishments of the region's best. These events highlight entrepreneurs and
their contributions to society through job creation and income for area residents.

Entrepreneurial activity brings creativity and innovation, new ideas, products and
services to an area. Lack of innovation only ensures a continuation of the status quo. In a global
environment, the Appalachian region needs to look for opportunities to compete in the 21*

century with new products and innovations that serve the needs of customers in a global world.



An Entrepreneurial Community

Sustainable growth and an enhanced standard of living for members of the Appalachian
region are dependent on the success of entrepreneurial activity in the area. Building sustainable
enterprises that create jobs and add value to the community by contributing to the tax base and
serving the customer is important to a thriving region. Concerted effort to promote
entrepreneurial activity and behaviors are a critical part of any economic development initiative.
With data to support the impact of entrepreneurs on economic activity (GEM, 2004), more and
more states are looking to entrepreneurs to play a vital role in the economic development in the
state. Traditional economic development models of recruiting large manufacturing firms, while
in some cases successful, do not provide the same benefits as developing “homegrown”
entrepreneurship that nurture local businesses, provide resources for entrepreneurs and create a
network for entrepreneurs to generate jobs and contribute to the economic well being of the
region.

Community venture funds encourage providing capital for entrepreneurial activity in the
area. Access to capital continues to be a concern for entrepreneurs. In the MACED study, it was
information about capital, not access to capital that was an issue for these rural entrepreneurs,
with funders citing a lack of deal flow for the amount of funding available (Taylor, 1997). The
Southeastern Kentucky region has a significant amount of venture funding available. The region
has a network of capital providers, including the Kentucky Highlands Investment Corporation,
MACED and the Rural Innovation Fund sponsored by the Kentucky Science and Technology
Corporation. In fact, the Appalachian Development Alliance brought together financing
organizations in the region to collaborate and support venture deals. It is clear that keeping

money in a community helps the long term financial wealth in the community.



The state of Kentucky has embraced the concept that entrepreneurship as the key to
economic growth and development. The Kentucky Innovation Act of 2000 established the
Office of the New Economy (ONE) to foster innovation and a thriving entrepreneurial culture. In
addition, the Innovation and Commercialization Centers (ICCs) were developed throughout the
state to assist technology entrepreneurs (Weber, 2004). One of the goals of the Kentucky science
and technology strategy is to create an innovation-driven entrepreneurial economy (KSTC,
1999). With all of these initiatives, entrepreneurs and small business owners are still the most

neglected natural resource in the state (Childress, Smith-Mello, Schirmer, 1998).

Educating our Region's Youth to Limit Out Migration

“Students say that building and running businesses is more interesting than most of their
other schoolwork. In a word, it is fun.” (ARC, 2003) Improving the education levels of
residents and creating job opportunities will help create opportunities for youth in the region. As
educators, we know that students are most engaged when they are immersed in an activity. But,
what do we teach our youth? To memorize the answers or to think critically? To regurgitate the
teachers comments or to understand connections? Should we encourage our youth to look for
jobs or should we encourage them to create jobs? Do we celebrate innovation, creativity and
new ideas or do we celebrate the “right” answer? Part of Kentucky’s strategy is to infuse
innovation, specifically in science and mathematics, to help youth see entrepreneurship as a
viable career option (KSTC, 1999). Teaching the youth in the region is a key to limiting out
migration. Encouraging entrepreneurial activity in the youth in the region will increase the
potential for new entrepreneurial ventures that create jobs and contribute the tax base in the

community.
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The US Department of Education and the ARC collaborated to launch the Springboard
Awards to recognize programs in the region for entrepreneurship education. Ann Pope the
Federal Co-Chair of ARC said this about the awards, “By giving our young people the
confidence and know-how to initiate their own business ventures, they are helping to prepare the
region for the challenges of the 21 century” (ARC, 2003 October).

The National Foundation for Teaching Entrepreneurship (NFTE) was founded to bring
entrepreneurship to inner-city youth. This model would translate nicely to the Appalachian
region, encouraging youth to think independently, seize opportunities and encourage business
ownership. Programs for youth in the area that focus on entrepreneurial education including the
Future Farmers of America (FFA), Business Professionals of America (BPA), Future Business
Leaders of America (FBLA) and Delta Epsilon Chi (DECA) continue to have a foothold,
offering high school education programs that look at entrepreneurship as a career opportunity.
The Rural Entrepreneurship through Action Learning (REAL) reaches students in rural
communities to help them achieve their entrepreneurial dreams.

Educational levels are directly proportional to entrepreneurial activity. Individuals with
less education, have a lower level of entrepreneurial activity, except in the case of survival
entrepreneurial activity. Because of the low educational level of the individual, they start a
business out of necessity or “survival,” instead of an interest in the business itself. Individuals
with professional and technological degrees have a higher rate of entrepreneurial activity of 17.8
percent (GEM, 2003). The GEM research found that high levels of education increase the
entrepreneurial activity in a region. It is well documented that education is the key to economic
prosperity. Kentucky ranks last in the number of adults with high school diplomas.

To ensure that youth stay in the region, a systematic approach to developing opportunities

needs to be implemented. The creation of jobs and improved opportunities will help limit out
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migration among the region's youth. In addition, the concept of lifelong learning will need to be

embraced by youth in the region in order to compete in the 21* century workforce.

The Future

The start-up entrepreneur needs the assistance of an experienced mentor to lead them
through the challenges and obstacles faced by a new venture. Information about the availability
of funding resources for small businesses, including equity capital, will help spur higher levels of
entrepreneurial activity. Developing early education programs that encourage youth to think
“out of the box™ and seize entrepreneurial opportunity will increase the level of entrepreneurial
activity and confidence in area youth. Partnering with colleges and universities on programs that
connect students with entrepreneurs can help increase opportunity and innovation in the region.
Coordinated efforts between entrepreneurial support organizations and local/state agencies will
ensure that much needed resources for entrepreneurs is available to those who need it. The
dedication and support of leaders in the community who embrace entrepreneurship as an

economic development model will ensure that the region prospers in the 21* century and beyond.

An Entrepreneurship Education Model for Appalachia and Beyond

According to the Appalachian Regional Commission (ARC), the best hope for stabilizing
and diversifying Appalachia’s economy lies in the creation and expansion of businesses that
provide jobs, build local wealth and contribute broadly to economic and community
development. The need to expand and support entrepreneurial activity as a means for revitalizing
Appalachian communities led to the creation of the entrepreneurship program at a small liberal
arts college in Appalachia. The program is a model for making positive change in the

Appalachian region through the two summer program where students learn how small businesses
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and nonprofit agencies employ responsible practices to provide jobs and build healthy
communities. The purpose is to show how an entrepreneurship program in a liberal arts college
can make a concerted effort to teach students about entrepreneurship and develop their

leadership skills to make a positive impact on the Appalachian region...and beyond.

The Entrepreneurship Program

The program bridges several curricular and co-curricular areas and makes connections
among and across programs. It helps students recognize the value of enterprises that create
public benefits, whether they are operating within business or nonprofit frameworks. Indeed, it
acknowledges that a broad spectrum of entrepreneurial enterprises, both commercial and
philanthropic, is critical to the future of Appalachia.

Through the program, students learn how small businesses and nonprofit agencies
employ responsible practices to provide jobs and build healthy communities. The ultimate goal
of the program is to engage College students in entrepreneurship and leadership activities, in
order to enable them to explore theoretical and practical approaches to entrepreneurship for the
public good in the context of economic development in Appalachia and beyond; identify and
seize new entrepreneurial opportunities; develop and build leadership skills; prepare for
meaningful work lives; and add value to small businesses and nonprofits in the region.

One component of the program is to encourage students to develop their own
“entrepreneurial mindset.” The entrepreneurial mindset is a powerful way to stop thinking and
acting by the old rules and start thinking with the discipline of a habitual entrepreneur (McGrath
and MacMillian, 2000). Whether a student pursues a career in a nonprofit organization, for-profit
business, or starts a venture, the entrepreneurial mindset is a valuable tool used to see

opportunity and create positive change. In addition, the program places emphasis on seizing
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opportunity and using the entrepreneurial mindset in other areas — in church, in community
groups, in schools, and in all areas of ones life. The goal is to produce service-oriented leaders
to prepare the students to make a positive impact on Appalachia and beyond.

Students are challenged to create a new business opportunity and complete a feasibility
study or business plan on a business they maybe interested in pursuing. After completion of the
business/feasibility plan, students present their business opportunities to a panel of judges
comprised of venture capitalists, bankers, and entrepreneurs to defend their business idea.
Knowing the unique personality characteristics of entrepreneurship, students are driven to prove
their individual capabilities in these types of active learning venues (Sexton and Bowman-Upton,

1987) allowing the student to receive valuable input from experts in their field.

An Interdisciplinary Approach

Since its inception, one of the core features of the program has been to encourage
students from any major or background to learn and apply entrepreneurship and leadership skills
in a wide variety of contexts. For this reason, the program is housed in the Appalachian Center
with two endowed chairs from different academic departments (Economics & Business and
Sociology). Since its inception, one of the core features of the program has been to encourage
students from any major or background to learn and apply entrepreneurship and leadership skills
in a wide variety of contexts. Agriculture students can learn entrepreneurial concepts pertinent to
farming and forestry industries, nursing students can learn how to set up a clinic, art students can
learn how to sell their art, and students studying sustainability and environmental studies can
learn how to promote collaboration among economic, environmental, and social service sectors. .
Visiting faculty are brought in to teach in the Summer Institute, a well known for his social

entrepreneurship initiative and premier entrepreneurship educators. Through the program,
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students learn how small businesses and nonprofit agencies employ socially responsible practices
to provide jobs and build healthy communities. The three course curriculum helps students
understand business and entrepreneurship principles including discovering how to cultivate your
own entrepreneurial skills, understanding the role of small businesses in contributing to the local,
regional and national economy, identifying and seizing new entrepreneurial opportunities,
learning the components of starting a business or nonprofit organization -including planning,
start-up, marketing, financial, operations and management, and ultimately to think and act
entrepreneurially no matter what career path is chosen by the student.

To ensure an interdisciplinary approach, faculty from the College speak on topics in their
respective areas: from Appalachian studies professors who teach students about the economic
development in the region to the President of the college who teaches servant leadership; from
the accounting professor who teaches understanding financial statements to the theatre professor
who prepared students for elevator pitches. Rounding out the expert instructors, a series of over
thirty guest lectures by successful entrepreneurs and community leaders in the Appalachian

community teach the students how they can make a positive contribution to the region.

An Experiential Learning Model

The program is based on the experiential learning model influenced by David Kolb
(Kolb, 1984). He made an impact on the “learning by doing” concept based on Confucius'
dictum stating: “Tell me and I will forget. Show me and I may remember. Involve me and I will
understand.” The service-learning model at the College takes the experiential learning to a new
level. At the College we define service learning as:

Learning through service is an educational experience based upon a collaborative

partnership between college and community. It enables students to apply
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academic knowledge and critical thinking skills to meet genuine community
needs. Through reflection and assessment, students gain deeper understanding of

course content and an enhanced sense of civic responsibility.

During the program, students are expected to actively engage with non-profit and for-
profit organizations within the Appalachian region and to create value for the organization
through a community project. By working closely with the leadership team of these
organizations, the students see first-hand what it’s like to work in a business environment and
how these individuals are realizing Appalachia’s economic and social potential. To ensure high
quality community projects, the program team works with community partners to identify
projects a student team can accomplish during the eight-week program while adding value to the
organization. This allows students to take ownership of a task that is expected to create a lasting
impact on the community. To simulate the “real world,” students are expected to learn and
develop skills while working with others in the region. During their second summer in the
program, the students apply what they learned in their individual coursework and in the Summer
Institute by serving as an intern with a nonprofit or for-profit organization for 10-weeks.

In the summer of 2004 and 2005, students teamed up with one of five community
partners to work on a project for the summer. While the counties were some of the poorest in the
region, each area had a strong coalition of community members working for positive change.
The Estill Development Alliance wanted to develop and add a driving tour map to their existing
website to bring tourists in to visit local artisans and other businesses in the area. The Estill
County team interviewed and photographed local artisans and other places of interest to develop
a map, directions and individual business links for an artisan driving tour. Clearfork Valley

needed student’s help to develop a business plan for the former school turned community center
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and the Farm and Forestry group needed assistance to establish a Goat Producers organization.
The goat team conducted needs assessment of the community that resulted in the production of a
pamphlet titled, “So You Want to Be a Goat Farmer” to encourage goat farming in the
community. The Clearfork Community Institute team created a community business plan and
budget for renovating the community center and building new programs. One of the projects in
2005 had the students writing a business plan for Snug Hollow Farm Bed & Breakfast addressing

marketing, financial, operational and growth strategies for the business.

Entrepreneurial Internships

The internship program allows Summer Institute students to apply what they learned
during the previous summer while serving as interns for 10 weeks with businesses or nonprofit
ventures. The program connects with businesses and nonprofits in the Appalachian region that
are potential internship sponsors and assists students in identifying an organization and project
which meets both student and program objectives. The goal of the program is to create value for
the host organization, while deepening a student’s knowledge and experience of the principles of
entrepreneurship and leadership. Interns are expected to provide leadership for a specific project
that creates identifiable and lasting value for the organization.

Each internship is designed to meet rigorous criteria for academic credit either within the
department of the student’s major or in the General Studies program. Each student has two
faculty sponsors during the internship. Students submit a weekly electronic journal to reflect
upon the relationship between their course preparation and practical experience. At the
conclusion of the internship, students present highlights of their experience to an audience of

community partner organizations, fellow interns, faculty members, and others.
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Preparing Leaders for the Future

In the broadest sense, leadership is not a position; it is not even a person. It is a process.
It is a process with a purpose. It is a process through which individuals within an organized
group influence one another toward the accomplishment of common goals. Leadership is a
complex phenomenon composed of many events or episodes. Each of these leadership episodes
involves a person (or persons) in the role of leader, a person (or persons) in the role of followers
and a situation involving a future reality that differs from the current one. Understanding
leadership requires both education and training. It is both an art and a science, both rational and
emotional; it is a complex, interactive and dynamic process. Anyone can play, but ultimate
success depends on everyone becoming a winner.

During the summer program, students develop their own leadership knowledge and skills
and are expected to apply these skills by working effectively with others on a community
project. Students are expected to: appreciate the importance of leadership in transforming and
empowering groups, companies, organizations or communities to effect positive changes;
identify and understand the ways in which their own temperament and preferences can contribute
to (or impede) group success; practice leadership and organization skills by planning,
establishing priorities, setting realistic expectations and completing objectives for a community
project and then reflecting on their performance; develop a capacity to understand and appreciate
the role of leaders in the Appalachian region given its unique history and culture and become

“service-oriented leaders for Appalachia and beyond.”

The Public Good Equation

During the program, students are encouraged to address the moral, ethical and ideological

components of “public good” and how they would define the program throughout the course of
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the program. How businesses and organizations benefit customers, shareholders, employees, as
well as looking at how an organization affects the community at large are discussed in the
program. Through the community partner projects, the program challenges non-profit
organizations and business owners to be aware of their personal accountability to the
stakeholders who are served by the organization. While the program has not created an exact
definition of what is “public good,” the program has identified characteristics of businesses and
organizations that contribute to the “public good.”

A starting point for looking at the “public good” includes both an economic perspective
and an equity perspective. The economic focuses on providing jobs, producing goods and
services and providing a return on investment. Does the business or non-profit provide jobs and
contribute to the tax base of the community? If we take this further, does the nonprofit or for-
profit organization make an impact in the community, provide additional education for
employees, or allow employee ownership in the business? Does the organization pay fair wages,
provide benefits and practice non-discrimination in hiring and promotion while providing a
healthy work environment? In an ideal society, every business and organization would uphold
several considerations to reach for the “public good”; but realistically there are obstacles to
prevent organizations from achieving all of the potential criteria that we could determine as the

“public good.”

Learning from the Region

Visiting communities in Appalachia makes a tremendous impact on the students, who see
regional models and examples of community and economic development that build upon local
resources and talents. Students are encouraged by entrepreneurs to be firm in their commitments,

to not let others discourage them and to never give up.
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The program fellows personally witness how people are banding together to build
stronger communities. In Knott County, Kentucky, economic development is being addressed
through a broad tourism initiative including launching the Kentucky School of Craft. In Benham,
Kentucky, participants learned from the “Petticoat Mafia,” which started through the efforts of
the local gardening club and later established a for-profit business to raise money for the
community. The women showed the students that even seemingly small efforts could positively
transform a community. In Athens, Ohio students learned how the Appalachian Center for
Economic Networks (ACEnet) is helping communities build capacity to build a sustainable
regional economy. Students learned how the food and technology incubators help local

entrepreneurs achieve their dreams of business ownership.

Educating our Regions Youth

Teaching the youth in the region is a key to limit out migration and the program hopes to
accomplish this by enlisting the help of college students to teach the youth in the region. The
2004 project had students in the program lead a two-day intensive Entre-Camp that taught the
principles of entrepreneurship and leadership to twenty-nine students from the Cincinnati
Entrepreneurship High School in the summer of 2005 and taught entrepreneurship to ten
Appalachian students. The Entre-Camp allows college students the opportunity to take the
knowledge learned in the classroom and share it with others. Through a grant provided by the
Coleman Foundation, students were challenged to become teachers and lead the high school
students in a series of workshops that included mentoring student teams in the creation of an
innovative new product. The program hopes to inspire these youth to pursue a college education
and to learn how to seize opportunity. The goal is to help build entrepreneurial skills to create

jobs in the region to limit out migration of the region’s most important resources —its youth.
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Program Assessment

The evaluation process strives to ensure that program is structured and conducted in ways
that meet the program goals, assess the personal development of students as a result of
participating in the program, and document the long-range impact of the program on participants
and the region. Presently, assessments are conducted to fine tune the program to better meet its
goals. First, program components are assessed by collecting both qualitative and quantitative
data from students in three ways. Individual guest speakers, experiential learning opportunities,
and field trips are evaluated using a 5-point rating scale and open ended questions. Second, the
College instructor and course evaluations are conducted at course completion to assess general
instructional techniques. In the summer of 2005, the students rated both a “Greater Appreciation
for Public Good” and “Greater Appreciation for Appalachia” at 6.3/7.0, Positive Effect on
Understanding of Business and Entrepreneurship 6.1/7.0, and Positive Effect on Understanding
Leadership Performance 6.7/7.0. Finally, an online assessment completed by students at course
completion is used to evaluate the balance/emphasis, usefulness, and quality of course content in
helping students achieve the program’s goals. To evaluate students’ personal development,
students assess their own entrepreneurial and leadership skills before and after the program on
the student’s summer experience. Journals in both the Summer Institute and Internship summers
are used to enable students to monitor and report their own learning. The next step is to begin a
structured follow-up to students’ developmental action plans and potentially use 360-degree
feedback with labor supervisors to help determine knowledge/skill development, self-awareness,
and behavioral change. Finally, to assess long-range impact, alumni surveys at graduation and 3-
5 years post graduation will provide data on students’ entrepreneurial and leadership endeavors.

To complement the alumni survey, the next step is to develop metrics that assess the impact that
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faculty and students are having on organizations and communities. To review the 2004 and 2005

program student self assessments, see the charts below.

Figure 2: 2005 Student Self Assessment
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Figure 3: 2004 Student Self Assessment

2005 Student Self-Assessments
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Becoming an Agent of Change

The program is charged with the goal of making a positive impact through students. The
ARC’s research that entrepreneurship is the key to stabilizing and diversifying Appalachia’s
economy is the force that moved the program into existence. Helping students become agents of
change is an aggressive and somewhat “lofty” goal of the program. Students are challenged by
the program to make an impact on the region by making a positive impact on the community
partners through their projects during the first summer; creating tangible value for a nonprofit or
for profit enterprise by working full time during the second summer in an internship capacity;
identifying and seizing new opportunities to effect change; fostering interest and commitment to
serving the region; influencing students to commit to participating in the region and limit out
migration; and increasing the entrepreneurial and leadership activities of graduates from the

program.
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The program provides a life-changing experience for students to make a positive impact
on the Appalachian region. The program offers opportunities for students across campus to learn
about entrepreneurship and leadership through new courses, modules in existing courses,
workshops and events, and an ongoing campus-wide commitment to enhancing entrepreneurship
skills among students. With the continued dedication and commitment of faculty and community

leaders, the program is poised to accomplish these objectives.
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THE CURSE OF CREDIBILITY: MAINTAINING ENTREPRENEURIAL FOCUS
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Abstract: Now that entrepreneurship has gained wider acceptance in the academic community,
instructors and researchers in the area must be aware of the risks accompanying membership. In
this paper, we focus on six areas in which entrepreneurship teaching and research must “maintain
focus”, so that its robust contributions to both education and business persist over time.

“You like me! You really, really like me!” Sally Field, 1986 Academy Awards

“I wouldn’t want to belong to any club that would have someone like me for a member!” Groucho Marx,
1944.

“Rocky, the worst thing happened to you that can happen to any fighter...you got civilized!” Burgess
Meredith as Mickey Goldmill, Rocky III.

Beginning in the mid 1990’s, entrepreneurship has been gaining increasing acceptance in
academic circles. Looking back at the last 50 years, Kuratko (2006) reports that there are
currently 44 academic journals and 275 funded chairs and professorships in entrepreneurship.
Entrepreneurship has become a recognized specialty in the Academy of Management, a
demanded course in study for business schools worldwide, and an accepted career path for Ph.D.
level study and tenure-track publishing efforts

Within the recent history of the business academy, only the Strategy/Policy area has achieved
such widespread acceptance in so short a time. Economics, marketing, accounting, finance, and
management were time-honored areas of research. Organizational Behavior and Organizational
Theory, with their roots in applied psychology, followed somewhat later, but still predated
strategy and entrepreneurship. Yet, the drivers for strategy/policy acceptance are far different
from those energizing the spread of entrepreneurship as an accepted business discipline. While
strategy/policy was essentially mandated as an integrative capstone by the Ford and Carnegie
Foundation reports of the 1950s, entrepreneurship has been driven more by demand from
students, funding by individuals and foundations, and the dedicated efforts of a few visionary
academics.

The battle has been won — entrepreneurship is in the club — however, we believe that the
blessings of academic acceptance also contain inherent risks to the relevance, contribution, and
quality of entrepreneurship teaching and research. As highlighted by the Hollywood quotes
beginning this article, many in the field worry that legitimacy will create pressures for
conformity to standards which endanger the value of entrepreneurship teaching and research.

We believe that the risks are most salient in six main areas: who teaches, how the subject is
taught, positioning within the business program, curricular support, clientele, and the effects of
rankings and accreditation.
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COURSE OBJECTIVES AND USE

Sector initiatives' are increasingly recognized for their effectiveness in enhancing employment
and economic development opportunities in the U.S. This study is examines Appalachian By
Design’s rural sector venture in developing a home-based handloom knitting industry in mid-
Appalachia. The study is structured around the definition of sector strategy put forth by Peggy
Clark and Steve Dawson in their 1995, Defining and Assessing Sector Initiatives. Using a
decision making episodes format, this study reveals how their sector initiative definition played
out in an actual social enterprise. The objective is to draw students into the process of making
complex decisions and to spark debate about the realities and possibilities of social
entrepreneurship today.

CASE SYNOPSIS

For more than 13 years, Appalachian By Design (ABD) operated a social enterprise that created
economic opportunities for women in rural Appalachia through sustainable self-employment.
Focusing on home-based machine knitting, ABD linked skilled rural artisans and their quality
products to major market through an innovative training program, niche marketing and a
distributed production network. ABD was nationally recognized for its effort to reinvent cottage
industry in the region.

Over the years ABD’s enterprise was classified in different ways: a workforce training program,
a micro-enterprise development initiative, a flexible manufacturing program—but the framework
and definition it found the best fit was put forth in a 1995 report by the Aspen Institute titled
Defining and Assessing Sector Initiatives written by Peggy Clark and Steve Dawson.

Clark and Dawson studied programs that focused on services and supports for one occupation
sector and established the following definition of what constitutes a sectoral project:
e Targets a specific industry
e Develop deep knowledge of the sector by becoming a “player” in the industry
e Implement training and other strategies that benefit low-income individuals
e  Work toward systemic change

This case study explores how ABD’s business strategy exemplified this definition, and how
operating within the sectoral framework contributed both to its success as a social enterprise and
its failure to create a sustainable business.

" The National Network of Sector Partners (NNSP), a project of the National Economic Development and Law
Center www.nedlc.org, has documented the results of sector-specific economic development initiatives
throughout the U.S
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ACADEMIC ABSTRACT

This exploratory study focuses on an important self-regulatory factor known as regulatory pride
which is a potential determinant of entrepreneurial goal-setting and career choice. I report a
mixed methods study of these phenomena using a sample of 30 founder-managers. The study
integrates measures of regulatory pride derived from a survey questionnaire with qualitative data
about entrepreneurial career choice derived from semi-structured interviews. The results suggest
that the aspect of regulatory pride known as promotion pride is positively related to most reasons
for entrepreneurial career choice. The implications for future research and practice are discussed.

EXECUTIVE SUMMARY

One of the major decisions related to entrepreneurship is the decision to become an entrepreneur
(Baron, 2004a). This decision reflects the significance of entrepreneurs as individuals who are
prepared to accept challenges and who are capable of identifying and exploiting of new
opportunities. Therefore scholars, educators and practitioners all seek better understanding about
why some people choose an entrepreneurial career, and in particular what personal characteristics
are associated with nascent entrepreneurship. Scholars have identified a range of factors that may
predispose individuals to make such a career choice. Some point to personal factors such as
family and cultural context (Greve & Salaff, 2003; Mitchell, Smith, Seawright, & Morse, 2000).
One recent study found that factors such as the desire for self-realization, financial success,
innovation and independence play a major role (Carter, Gartner, Shaver, & Gatewood, 2003). In
addition, scholars have studied the cognitive factors associated with choosing an entrepreneurial
career, such as cognitive alertness, pattern recognition and scenario thinking (Baron, 2006;
Forbes, 1999). In this exploratory study, I explore the influence of one aspect of social cognitive
self-regulation on the decision to become an entrepreneur. Self-regulation refers to the processes
whereby a person sets goals and then directs their own though and behavior towards the
achievement of their goals. Choosing a career is clearly a major act of goal-setting and people
employ their self-regulatory skills in doing so. The findings suggest that people with a positive
regulatory orientation have more varied and intense reasons for choosing an entrepreneurial
career. These findings open up new possibilities for training and nurturing nascent entrepreneurs.

INTRODUCTION

Individual entrepreneurs play a critical role in the process of new opportunity recognition and
exploitation (Shane & Venkataraman, 2000). Indeed, some argue that the individual-opportunity
nexus is at the very heart of entrepreneurship (Shane, 2003). Consequently, scholars investigate
the characteristics of the those who identify, evaluate, and exploit opportunities, and the reasons



why some individuals choose an entrepreneurial career (e.g., Baron, 2004a; Korunka, Frank,
Lueger, & Mugler, 2003). Some researchers look to personality traits (e.g., McClelland, 1961),
however these studies have proven unreliable (Low & MacMillan, 1988; Shaver & Scott, 1991).
Instead, the focus of recent research has shifted to “entrepreneurial cognition” which has been
defined as “the knowledge structures that people use to make assessments, judgments, or
decisions involving opportunity evaluation, venture creation, and growth” (Mitchell, Busenitz,
Lant, & McDougall, 2002: 97). Among the cognitive factors studied in relation to entrepreneurial
career choice are pattern recognition, the use of heuristics, and the storage and retrieval of
information in memory (Baron & Ward, 2004). Another is social cognitive self-regulation
(Bandura, 1997). Self-regulation is an important topic in the study of social cognition which is
distinguished by its focus on the interaction between social and cognitive variables (Higgins,
2000). From a socio-cognitive perspective, self-regulation is viewed as a systematic process of
human thought and behavior that involves setting personal goals and steering oneself toward the
achievement of those goals. Because career choice involves setting and pursuing personal goals,
self-regulation plays a significant role in career selection (Vancouver & Day, 2005). Some
studies therefore suggest a positive relation between entrepreneurial career choice and the self-
regulatory construct known as self-efficacy, which is the belief in one’s own ability to be
efficacious in specific task domains (Chen, Greene, & Crick, 1998; Scherer, Adams, Carley, &
Wiebe, 1989). Other scholars have called for more expansive research into the role of self-
regulation in entrepreneurship, noting in particular the relevance of regulatory focus theory
(Baron & Ward, 2004; Brockner, Higgins, & Low, 2004; Forbes, 2005). This exploratory study
responds to that call by exploring a major feature of regulatory focus theory termed regulatory
pride and its role in career choice among entrepreneurs defined as founder managers.

THEORETICAL BACKGROUND

The explanation of career choice is a primary concern for scholars of work motivation theory.
This area of study exhibits many of the same issues as the study of self-regulation in
entrepreneurship, as scholars of work motivation theory also debate the role of personality traits,
cognitive and environmental factors, and self-regulatory mechanisms (Kanfer, 2005; Locke &
Latham, 2004). The two fields exhibit similar debates because the choice of a challenging career
requires strong personal motivation and self-regulatory skills (Shane, Locke, & Collins, 2003).
Within theories of social cognition, self-regulation is widely seen as a systematic process of
human thought and behavior that involves setting personal goals and steering oneself toward the
achievement of those goals. Consequently, insofar as career choice involves setting and pursuing
personal goals, then self-regulation plays a significant role in career selection (Vancouver & Day,
2005). Self-regulation also incorporates regulatory orientation, which refers to the concerns or
interests that guide self-regulation and underpin motivation systems (Higgins, 2002). There are a
number of theoretical frameworks employed in the study of self-regulation: goal-setting theory,
control theory, social cognitive theories and self-discrepancy theory. Each has its strengths, but
they are not always compatible (Zeidner, Boekaerts, & Pintrich, 2000).

This exploratory study focuses on one important aspect of self-regulation termed regulatory pride
that has not yet been studied in relation to entrepreneurial career choice (Brockner, Higgins, &
Low, 2004). Regulatory pride is derived from regulatory focus theory which describes two main
regulatory orientations called promotion focus and prevention focus (Higgins et al., 2001).
Promotion focus describes those circumstances where growth and advancement needs motivate



people to try to bring themselves into alignment with their ideal selves, thereby heightening the
importance of potential gains and the use of eagerness approach means. In contrast, prevention
focus describes those circumstances where security and safety needs prompt people to seek
alignment with their ought selves, thereby increasing the avoidance of potential losses and the use
of vigilance means. Regulatory focus can occur as both a chronic and situational disposition, with
its chronic form being described as regulatory pride. Regulatory pride encompasses a person’s
sense of early family history as well as adult experience. People with stronger promotion pride
are less likely to make errors of omission (failing to act), whereas people with stronger
prevention pride are less likely to make an error of commission (committing an error) (Higgins et
al., 2001). Higher promotion pride is also positively related to the number of means per goal.
That is, people acting from strong promotion pride will use more goal means that could produce a
hit. Whereas people acting from strong prevention pride possess a vigilance orientation that
inclines them to use less goal means in order to avoid mistakes. Success in promotion goal
achievement is also associated with positive emotion, optimism, and high self-esteem (Grant &
Higgins, 2003). Regarding entrepreneurs, they are typically defined as people who are strongly
motivated to approach or attain positive task goals, which is an important feature of promotion
pride (Alvarez & Busenitz, 2001; Baron, 2004a). Consequently, a number of scholars argue that
entrepreneurs are more likely to act from a chronic promotion focus (Baron, 2004a; Brockner &
Higgins, 2001; Brockner, Higgins, & Low, 2004). In this regard, it is noteworthy that family
background and a history of success in positive goal achievement — core determinants of
promotion pride — have already been identified as factors in entrepreneurial career choice (Greve
& Salaff, 2003). Therefore, the literature suggests that promotion pride will be an important
factor in career choice by entrepreneurs.

METHODS

Scholars have called for more varied methods to explore the situational complexities and multiple
levels of entrepreneurship (Davidsson, 2005; Gartner & Birley, 2002). In response to that call, I
employ a mixed methods approach including both qualitative and quantitative techniques. In
particular, the study adopts the mixed method approach which Creswell (2003) describes as
concurrent nested mixed methods. Using this approach, a predominant method (in this study,
semi-structured interviews) is supplemented by a secondary method (in this study, a survey
questionnaire). The approach is described as concurrent because both methods are employed at
the same time. It is described as nested because the secondary method is used to enhance the data
gathered using the predominant method. The quantitative survey component of this study derives
measures for promotion pride and prevention pride. To sets of data are then combined during
analysis for each individual entrepreneur, allowing the study to identify complex relationships
between regulatory pride and reasons for entrepreneurial career choice. Mixed method studies of
this kind have been recognized for some time (see Yin, 1994). Regarding the sample, the 30
entrepreneurs are purposively selected to represent a range of personal backgrounds, industries,
and stages of company growth, but they are primarily drawn from high technology growth
sectors. Some are long-term serial entrepreneurs, while others are novices. A few have failed and
are trying again. They have all been founder managers who retain a significant role in their
venture. They possess a range of ages, education levels, industry backgrounds, and seven are
women. Some of their companies are start-ups less than three years old, while a few are late
expansion stage over eight years old (cf. Bhide, 2000). All are based in one region of Australia. A
summary of the cases is given in Table 1.



TABLE 1

Summary of Entrepreneur Cases

Company Industry Gender Role Tenure Highest Personal Age
Age Years Sector Years Education Years

(0-5) 43% Biotech 37% Female 23% (<1) 17% Certificate 3%  (20-29) 3%
(6-10) 37% ICT 46% Male 77% (1-2) 17% Ist degree 27% (30-39) 27%

(11-15) 10%  Services 7% (3-5) 43% 2nd degree 57% (40-49) 40%
(16-20) 7%  Retail 10% (6-9) 13% Other 13% (50-59) 27%
21+) 3% (10+) 10% (60+) 3%
N=30

To avoid potential report bias, all subjects were told that the study was broadly about decision
making, and they were kept unaware that it was exploring self-regulation and reasons for career
choice in particular. Firstly, I conducted semi-structured interviews with all 30 entrepreneurs
lasting approximately one hour each and used the same interview guide throughout. It covered a
range of decision making tasks. At the end of each interview, interviewees talked openly about
related topics. Each entrepreneur then answered a survey that included questions regarding their
demographic profile, experience, current role, and the history of their company. The survey also
measured promotion pride and prevention pride using an instrument called the Regulatory Focus
Questionnaire (Grant & Higgins, 2003; Higgins et al., 2001). This instrument has been shown to
have strong construct validity and reliability in a number of studies. It consists of 11 self-report
questions relating to both parental and non-parental content using a five point Likert scale.

RESULTS
Survey Results

The survey data were first tested for normalcy. PP-plots showed normal distribution for both
promotion pride and prevention pride. I then tested for internal reliability, the results being
promotion pride (o = 0.63) and prevention pride (a = 0.79). However, despite the apparent
normalcy of the data, I decided to use nonparametric tests because the sample was relatively
small and the sample non-randomly selected. Table 2 therefore shows the descriptive statistics
and Spearman correlations for the sample of entrepreneurs.

TABLE 2

Means, Standard Deviations, and Spearman Correlations

Variable M S.D. 1
1. Promotion Pride 2.29 0.31
2. Prevention Pride 2.05 0.54 -0.80

N = 30; All effects are two-tailed tests

The mean values suggest that the entrepreneurs possess stronger promotion pride than prevention
pride, and the two factors are uncorrelated as in other studies (Grant & Higgins, 2003). This



result offers some support for those who argue that entrepreneurs typically possess a stronger
promotion orientation (Brockner, Higgins, & Low, 2004). This result also agrees with other
theoretical arguments and empirical findings in the literature (Baron, 2004a; Brockner & Higgins,
2001). For these reasons, subsequent analysis of the data will focus on promotion pride.

Interview Results

Full transcription of the interviews resulted in 300 pages of single spaced text. The interviews
were gathered over a number of months and thematically coded using the computer application
NVIVO. This process was iterative and involved recurrent reading and re-playing of the
interviews. I also conducted cross-case analysis by comparing codes and themes, using
frequency, intersection, proximity, and keyword analysis. As a result, six reasons emerged for
adopting an entrepreneurial career: creativity, self-realization, altruism, independence, challenge,
and financial gain. These results broadly agree with other studies (Carter, Gartner, Shaver, &
Gatewood, 2003; Forbes, 1999) although the identification of altruism is somewhat novel (cf.
Brenkert, 2002). After this process of thematic coding was complete, I organized the interviews
into three groups of 10 based on the results of the survey analysis discussed earlier. One group of
10 interviews has relatively strong promotion pride, the second group has relatively moderate
promotion pride, and the third has relatively weak promotion pride. It is important to note that
this step was only performed after the coding was complete, in order to avoid potential coding
bias. The derivation of such a ranking is an example of data transformation within a nested mixed
methods study where results from quantitative methods can be incorporated into the results
derived from a study’s predominant qualitative methods (Creswell, 2003). Next, I interrogated
the data to identify how reasons for choosing an entrepreneurial career relate to different levels of
promotion pride. The results are shown in Table 3.

TABLE 3

Reasons Given and for Entrepreneurial Career Choice

Reasons for Promotion Pride Groups

Career Choice Strong (10) Moderate (10) Weak (10)
Creativity 8 5 4
Self-realization 4 3 2
Altruism 4 2 1
Independence 7 4 2

The Challenge 6 5 2
Financial Gain 1 2 1

Figures are the number of interviews coded

Overall, most of the reasons found for choosing an entrepreneurial career were more common
among the strong promotion pride group. This suggests that those with stronger promotion pride
have more complex reasons for choosing an entrepreneurial career and exhibit more numerous
and eager goal approach means, which is typical of people acting from promotion pride (Higgins
et al., 2001). Interestingly, financial gain was rarely cited as a reason for career choice. A number
of other general findings emerged from detailed analysis of the interview data. Firstly,



entrepreneurs in the strong promotion pride group often spoke about their childhood and personal
history when they talked about reasons for their career choice. However, those in the moderate
and weak groups said almost nothing about personal history in that context. Secondly, those in
the strong promotion pride group were more passionate (defined as the expression of emotion,
excitement and eagerness) when talking about their career choice. Those in the moderate and
weak groups were not. Thirdly, those in the strong groups often referred to personal vision and
values when describing career choice, while those in the moderate and weak groups rarely did so.

DISCUSSION AND SO WHAT

Overall, the findings suggest that regulatory pride is positively related to the nature of
entrepreneurial career choice. Major implications follow for the field of entrepreneurship. Firstly,
regarding research, some previous treatments of this topic have assumed that entrepreneurs are a
homogenous group and that they will exhibit the same reasons for career choice irrespective of
their different psycho-social makeup (e.g., Carter, Gartner, Shaver, & Gatewood, 2003; Krueger
Jr, Reilly, & Carsrud, 2000). This study joins others in questioning that assumption (Das & Teng,
1997; Korunka, Frank, Lueger, & Mugler, 2003). The study’s second contribution on this subject
is showing that personal history appears to plays a complex role in the decision to become an
entrepreneur. That is because promotion pride is largely derived from a person’s history of goal
achievement. Thus, the findings reported here suggest that personal history and prior experience
may have a deep and complex influence on career choice, reaching back into an entrepreneur’s
family history and psycho-social development (cf., Greve & Salaff, 2003). In contrast, previous
studies have investigated personal history and professional experience in terms of personality
traits and motivation systems (Miner, 1990) and in terms of prior role models (Scherer, Adams,
Carley, & Wiebe, 1989). The third contribution emerging from this study is that entrepreneurs
typically possess stronger promotion pride than prevention pride. Their career choice contributes
to their personal, social, and spiritual identity, and is fundamentally related to self-regulation
(Higgins, 2000). Importantly, the findings suggest that this aspect of entrepreneurial career choice
is fundamentally related to the functioning of self-regulation (Baron, 2004b; Higgins, 2000).
Regarding practice, it is already known that aspects of regulatory pride can be primed
situationally. Therefore, by making appropriate situational and pedagogical interventions, people
may be encouraged to associate their sense of promotion pride with the adoption of an
entrepreneurial career (Higgins & Spiegel, 2005). Using similar techniques, it could also be
possible to identify those who are more suited to an entrepreneurial career.

CONCLUSION

The results of this exploratory study cannot be used to make general claims about all
entrepreneurs. Rather, the findings are tentative and invite further research. Nonetheless, the
purpose of the study was to explore an aspect of self-regulation that has not been studied
previously, and to do so in depth by employing mixed method techniques. In that regard, the
study fulfils its goals. The findings suggest that promotion pride plays an important and complex
role in entrepreneurial career choice, linking a nascent entrepreneur’s family and personal
achievement history to his or her work motivation and future life goals. The study e contributes to
the growing body of knowledge about entrepreneurial cognition and its central role in the
entrepreneurial process. Indeed, the fundamental nature of promotion pride implies that it may be
a significant factor in other areas of entrepreneurial cognition and decision making as well.
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ABSTRACT
This research investigates the relationship between economic freedom and
entrepreneurial activity. We measure economic freedom as a combination of favorable
legal institutions and tax and regulatory policies, and measure entrepreneurial activity as
the birth and death of micro-businesses as a percentage of total businesses within a state.
Using Kreft and Sobel (2003) as a point of departure, we evaluate the relationship
between economic freedom and firm deaths and firm births for the U.S. states for the
period 1990-2001. As expected, the freer a state is the more new small businesses the
state’s entrepreneurs form. Furthermore, the freer a state is, the fewer small businesses
die, ceteris paribus.

EXECUTIVE SUMMARY

In very simple terms this research takes the anecdotal evidence that exists about the
importance of economic freedom on entrepreneurial activity and empirically evaluates it.
The findings of this research strongly support the hypothesis that state governments erect
barriers that reduce economic freedoms which make starting a new venture very difficult.
In addition, the findings show that economic freedom is strongly related to the deaths of
business ventures in the 50 U.S. states over an eleven-year period (1990 —2001). These
findings go a long way to support the argument that where you choose to start a new
business venture may have a profound impact on whether you are successful or not.
Entrepreneurs would be wise to carefully consider whether they are starting a new
business venture in a state that has the economic freedoms necessary to initiate and
sustain the business.

INTRODUCTION

Economic freedom indices of the world have established themselves as fixtures in the
social sciences literature, especially in the economic growth literature. Researchers have
used these indices as regressors to explain variations in income or income growth rates.
Across the literature, the consistent finding is that economic freedom, as measured by the
various indices, is significantly and positively related to economic well-being. Citizens



of nations with more economic freedom enjoy higher incomes, and as an economy
becomes freer, incomes rise.

The Karabegovic, Samida, Schlegel and McMahon (2003) study, “Economic Freedom of
North America,” presents a conceptually similar index (the freedom index) featuring
economic freedom differences between U.S. states and Canadian provinces, rather than
the difference between nations. Similar to the world freedom indices researchers,
Karabegovic, et al, argue that economic freedom—proxied by their index—is positively
related to income levels and income growth. Various researchers have used the freedom
index (e.g., Kreft, 2003; Kreft and Sobel, 2005; Wang, 2005; Doucouliagos and
Ulubasoglu, 2006) to address questions of income differentials between states, income
growth, and entrepreneurship.

We choose to apply the freedom index to the question of business formation, similar to
Kreft (2003) and Kreft and Sobel (2005). We ask whether the governmental, judicial,
and social activities observed in the index are significantly related to firm births and firm
deaths. Karabegovic, et al, argue that their index measures economic freedom in states;
furthermore, they argue that greater economic freedom results in higher income levels for
state residents. The underlying argument is that greater economic freedom consists of
greater opportunity to seek and exploit economic opportunities; that is, to pursue
entrepreneurial activity. We argue that such pro-growth institutional settings, also should
be positively and significantly related to business births and negatively and significantly
related to business deaths.

Following the literature on firm births and firm deaths, we estimate models that
simultaneously include births and deaths and lagged firm births and deaths as explanatory
variables. These models require a form of vector autoregression. Our data set is a panel
of the 50 U.S. states from 1989 to 2001. To accommodate VAR models using panel data,
we estimate all models using the Arellano-Bond (Arellano and Bond, 1991) estimator
available in Stata 9.0. We offer our interpretation of the regression results with the
caveat that inferring causality from any VAR model—as is our Arellano-Bond model of
firm births and deaths—is very problematic.

Nevertheless, our results are qualitatively consistent with the arguments advanced by
Sobel, Clark, and Lee (2006), Clark and Lee (2005), and Kreft and Sobel (2005): when
economies become overly politicized, effort is channeled away from wealth creation and
into securing protection from market forces. Consistent with our empirical results, “big
government,” less free states experience a lower rate of business formation and higher
rates of business failure as the benefits to market entrepreneurship fall relative to other
forms of economic and political activity.

ENTREPRENEURSHIP, ECONOMIC FREEDOM, AND ECONOMIC
PERFORMANCE

Promoting entrepreneurship has emerged as a significant policy tool for regional
economic growth and job creation. Maillat (1998) argues that economic development



policy has shifted to promoting endogenous economic growth via entrepreneurship and
away from competitive growth via attracting businesses from elsewhere. The relevant
policy question becomes which policies, or institutional settings, best promote
entrepreneurship. One answer repeatedly championed in the literature is that of
economic freedom, conceptualized as:

“Policies are consistent with economic freedom when they provide an
infrastructure for voluntary exchange, and protect individuals and their
property.... However, economic freedom also requires governments to refrain
actions that interfere with personal choice, voluntary exchange, and the freedom
to enter and compete in... markets.” (Gwartney and Lawson, Economic Freedom
of the World: 2002 Annual Report, 5)

The missing strand in the argument is the one that ties together economic freedom and
entrepreneurship. This strand is provided by Kreft (2003), and by Kreft and Sobel
(2005), who forcefully state:

“...underlying economic freedoms generate growth primarily because they
promote underlying entrepreneurial activity, which is then the source of economic
growth. In areas with institutions providing secure property rights, a fair and
balanced judicial system, contract enforcement, and effective limits on
government’s ability to transfer wealth through taxation and regulation, creative
individuals are more likely to engage in the creation of new wealth through
productive market entrepreneurship.” (Kreft and Sobel, 2005, 9)

Neither the literature, nor policy makers have consistently defined either the differences
or the overlap between entrepreneurship and business formation. Indeed, in popular
parlance, entrepreneurship and business formation are used nearly synonymously.
Correspondingly, we choose to focus on business creation and business destruction as our
proxy for entrepreneurship.

ECONOMIC FREEDOM OF NORTH AMERICA

We observe the economic freedom index as a panel of all U.S. states from 1989 to 2001.
Karabegovic, et al., choose to group ten variables—usually expressed as ratios of GSP—
into three categories: size of government; takings and discriminatory taxation; and labor
market freedom. Please see Karabegovic, McMahon, and Mitchell, (2005) for a
discussion of why these variables were included and others excluded.

Karabegovic, et al., construct a scale from zero to 10 to represent the underlying
distribution of the 10 variables in the index, with higher values indicating higher levels of
“economic freedom.” Thus, the freedom index is a relative ranking of economic freedom
across jurisdictions and across time. In the final construction each area was equally
weighted and each variable within each area was equally weighted.



FIRM BIRTHS AND FIRM DEATHS AND PANEL DATA WITH LAGGED
DEPENDENT VARIABLES AS INDEPENDENT VARIABLES

A literature studying the creation and destruction of firms exists; as an exemplar we
discuss Johnson and Parker (1994, 1996). They demonstrate that researchers cannot
study firm births and firm deaths in isolation. Models of firm birth must include
observations on firm deaths, and vice versa. Furthermore, the impact of
contemporaneous births (or deaths) on future births and deaths can be highly persistent.
Accordingly, they use vector autoregressive models applied to panel data; an application
of the approach of Holtz-Eakin, Newey, and Rosen (1988). Drawing on the literature,
Johnson and Parker discuss numerous other variables that capture either “demand side”
or “supply side” influences affecting the formation and dissolution of firms. The
standard reference for panel data models with lagged dependent variables as independent
variables is Arellano and Bond (1991).

THE DATA AND THE TESTS

Scaling business activity to the geographic location is a common issue in the firm
formation literature. To control for variations in the size of state economies, we use net
new businesses as a percentage of total businesses in each state. As emphasized by
Johnson and Parker, one cannot study firm formation in isolation from firm dissolution.
Accordingly, we calculated a similar scaled variable measuring firm deaths by state, by
year. Births and Deaths become our dependent variables in our VAR.

Our model includes income, population, and capital investment via a proxy measure: the
volume of commercial and industrial loans in a state. We also include population
density, the unemployment rate, and the average number of employees per firm, as well
as the combined percentage of GSP accounted for by agriculture and manufacturing. We
include the median age of each state’s population, and the combined percentage of
African Americans and Latinos in the state’s population. We also include real Federal
intergovernmental revenues (FIGR) per capita. A general argument is that housing
equity provides collateral to back commercial lending in support of a business start-up.
Similarly, we include the dollar volume of all commercial and industrial loans by all
FDIC-insured institutions, by state by year.

Johnson and Parker emphasize the need to include numerous lags of births and deaths in
any model because lagged values of births (deaths) have persistent effects on
contemporaneous deaths (births). We expect persistence and endogeneity among births,
deaths, employment, and income, among other relationships. A typical approach to such
estimation problems is to use VAR. We wish to take advantage of the panel nature of our
data set, and our primary interest is in discussing the impact of freedom differences on
entrepreneurial activity. Therefore, we employ Arellano-Bond estimation.

As an additional issue, researchers have investigated the “direct” versus the “indirect”
effects of freedom on economic outcomes. In addition to the “total” or “direct” effect
that freedom has on creating economic opportunities and allowing individuals to pursue



these opportunities through entrepreneurship, they will also have an “indirect” impact on
labor productivity (changes in income) and capital productivity (proxied by our loans
variable). Our ultimate solution was to take our cue from the literature, that the ultimate
source of income growth was the pro-income institutions. To verify this result, we
estimated a VAR of freedom and income, which tended to support the literature’s
finding. Accordingly, we re-estimated our firm births and firm deaths VAR including
both freedom and income, then again using IGI only, and again using income only.

THE EMPIRICAL RESULTS

We first estimated firm births, regressed on three lags of itself. We also included
contemporaneous firm deaths and three lags of firm deaths. Similarly, we included the
natural log of FIGR per capita, industry mix, the population’s minority percentage, C & I
loans, state population, population density, the state unemployment rate, the average
number of employees per firm, and the state’s median age, using White’s correction for
heteroskedasticity. (Table 2)

However, this model may be severely collinear. Accordingly, we re-estimate our VAR,
using income and freedom as our dependent variables of interest. (See Tables 3,4) We
find that contemporaneous freedom and its first lag are positively and significantly
related to current income. Turning to the freedom regression, freedom was positively and
significantly related to its first and third lags. We interpret these results as being broadly
consistent with the literature’s results. Freedom begets freedom. Freedom leads to
higher incomes. However, higher incomes are only a weak progenitor of pro-income
growth institutions. Accordingly, we re-estimate our initial VAR, including freedom but
excluding income, then vice versa.

In Table 5 we focus on freedom, rather than income. The only significant freedom effect
occurs on a three-year lag, and the effect is negative. However, the presence of second
order autocovariance in the residuals implies that these results are inconsistent. In Table
6, we turn to income. Note that these results appear to be consistent. We observe that all
three lagged values of income are significantly related to firm births. On a single lag, the
coefficient is positive, while on the second and third lags the coefficients are negative.
We interpret these results to mean higher incomes lead to contemporaneously higher rates
of business formation. Assuming that there is a somewhat stable “stock” of would-be
entrepreneurs in each state, high values of income in previous years would motivate new
business formation only slightly later, depleting the “stock” of entrepreneurs to found
businesses this year. This accounts for the negative coefficients on the second and third
lags. We conclude that the effect of pro-income growth institutions—*“economic
freedom”—on firm birth rates is primarily instrumental, via its positive effect on
incomes. This result is generally consistent with the literature, but is at odds with the
Kreft and Sobel (2005) argument that freedom’s primary effect is via releasing people’s
latent entrepreneurial talents.

In Table 7 we present our results from robust estimation of the firm deaths VAR. We
note that these results are likely to be inconsistent. Unfortunately, this problem plagued



all of our firm death estimates. Even so, somewhat consistent with expectations, freedom
and income were negatively related to firm deaths. Given our findings from above, we
re-estimate our firm deaths VAR dropping out freedom and income, respectively.

(Tables 8, 9) The results for freedom are similar, except that the third lag of freedom
positive coefficient. In response to the pro-income growth institutions in place three
years ago, people formed new businesses. In the normal course of the economic process,
many of the new businesses will fail over time; an effect captured by the positive
coefficient on lagged freedom. We find a similar outcome when we focus on income
instead of freedom. Unlike our business birth equations, we find less evidence that the
impact of freedom is primarily instrumental.

CONCLUSIONS

Researchers have also related the Karabegovic index to measures of entrepreneurship.
We seek to extend this literature by attempting to relate the economic freedom index—
which we characterize as pro-income growth institutions—of the states to business
formation within the states. Our prior expectation is that freedom will be positively and
significantly related to business formation, because business formation is commonly
thought of as a sign of a robust, healthy economy, and as a proxy for productive
entrepreneurial activity. Generally consistent with expectation, we find a positive,
significant relationship between IGI and business creation. States with institutions more
conducive to income growth and entrepreneurship generate more new businesses.

Our results are qualitatively consistent with the arguments advanced by Sobel, Clark, and
Lee (2006), Clark and Lee (2005), and Kreft and Sobel (2005): when economies become
overly politicized and less free, effort is channeled away from wealth creation and into
securing protection from market forces. Better or more opportunities may be found in
state employment or other non-market activity, ceteris paribus. Therefore, consistent
with our empirical results, less free states experience a lower rate of business formation
as the benefits to market entrepreneurship fall relative to non-market behavior.
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Abstract/Executive Summary

Using two samples of employees and two samples of business owners, this study examines
the influence that attitudes toward benefits, pay, and pay satisfaction may have on turnover. For
the employee samples the classification rates utility increased slightly over time (e.g. they did
better the longer the time period included as compared to base rates), while for the business
owners the classification rates were relatively flat, as were the R” values. Within the employee
samples the R* values decreased over time. It was noted that in three of the four samples one of
the attitude towards benefits items - "what are the chances you could obtain a similar job with a
better benefits package than you now receive” - was the most significant predictor of turnover in
a four year time period. Directions for future research are also suggested.
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ABSTRACT

The Lebanese began their present emigration in the middle of the nineteenth
century, heading towards North America, Central and South America, Europe, Africa,
and Australia. Today’s Lebanese Diaspora is made up of highly educated and prominent
entrepreneurs. This research project is the first to empirically investigate and explore the
attributes of success of overseas Lebanese entrepreneurs. Based on a survey of 264
Lebanese entrepreneurs operating worldwide our results show that overseas Lebanese
entrepreneurs are perseverant, innovative, risk taking individuals who compete
aggressively in the market place and are driven by a need for independence. Moreover,
the overseas Lebanese entrepreneurs were not found to be influenced by the cultural
composition of their host countries in terms of uncertainty avoidance and individualism.

Executive Summary

Lebanon has never lacked entrepreneurs. The Lebanese throughout their long
history have made their living by buying and selling, exchanging monies, exporting and
importing, and serving as middlemen at all stages of production. Their activities have
carried them throughout the Middle East, around the Mediterranean, down the east and
west coasts of Africa, across Asia and, in latter times, to North and South American.
Moreover, the Lebanese entrepreneurs have tended to invest in businesses large and
small, with their own or their relatives’ capital, and exhibit a high level of shrewdness
and ingenuity for success as they work for becoming distinguishable from the natives of
their host countries.

Emigration has been a significant feature of Lebanese life since the second half
of the nineteenth century. The specific interaction and historical sequence of several
factors, whether social, economic, political, or religious, make Lebanon one of the
world’s most emigration-prone countries. The result of this phenomenon has been the
growth of a large Lebanese Diaspora whose numbers have come to exceed that of the
population of the home country.

The objective of the current research was to examine the attributes of success of
overseas Lebanese entrepreneurs who are operating world-wide. Initially we examined
the levels of psychological factors, namely, entrepreneurial orientation and locus of
control, and their presence and interaction within the Lebanese entrepreneur’s



personality. We then examined the cultural influence of the host country on the Lebanese
entrepreneur’s personality by examining Hofstede’s cultural dimensions of uncertainty
avoidance and individualism/collectivism and their potential influence on individualism
and risk taking behaviors.

We found that individualism/collectivism did not influence the overseas
Lebanese entrepreneurs’ character in the expected manner. Although being highly
individualistic in general, the overseas Lebanese entrepreneurs operating in the Gulf, a
collectivist region, demonstrated higher levels of independence than those operating in
the USA, Canada and Australia, the countries categorized by Hofstede as being highly
Individualistic. This was unexpected but may be due to certain common features of the
Lebanese culture reflecting the results of individualism and competitiveness. This
unique cultural heritage could be an explanation to the high individualism that is
prevalent among overseas Lebanese entrepreneurs operating in individualistic as well as
collectivist cultures.

Overseas Lebanese entrepreneurs operating in low uncertainty avoidance
cultures also did not portray higher levels of risk taking than those operating in high
uncertainty avoidance cultures. In fact expatriate Lebanese entrepreneurs operating in
high uncertainty avoidance cultures were found to be more risk takers than those
operating in low uncertainty avoidance nations. Overall, the expatriate Lebanese
entrepreneurs were found to be high risk takers. Risk taking among expatriate Lebanese
entrepreneurs seems to be unrelated to the cultural environment in which they are
operating. The high levels of risk taking portrayed by expatriate Lebanese entrepreneurs
operating in high uncertainty avoidance cultures could be explained as being due to
political and economic conditions. Furthermore, as opposed to the native of the high
uncertainty avoidance nation who is less willing to take risk in his own mother country,
the expatriate Lebanese entrepreneur coming from a foreign country apparently has little
problem in taking high risks in hopes of high returns. Suggestions for future research are
also given.
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CASE OBJECTIVES AND USE

The case describes four generations of leadership within a family business. We can move from
basic questions concerning the nature of family businesses to more complex issues concerning
the leadership of family firms. The case’s focus on leadership issues in the family business
makes it suitable for use in entrepreneurship or small business management courses. These
courses generally include a chapter concerning family business in which this case would identify
many relevant issues that separate family businesses from publicly owned companies. The case
could also be used in introductory business courses or principles of management courses to
illustrate leadership issues. The familiarity of family businesses and the funeral industry to most
students makes the case flexible for use by undergraduate students as well as MBA students.

CASE SYNOPSIS

The people of southern Louisiana are well known for their colorful stories, their love of good
food, and their Mardi Gras celebrations. If you have the opportunity to converse with several
southern Louisianans, you will most likely come away with an interesting tale or two. Southern
Louisianans add a certain spice and flair to the subject of family business. The case of
Rabenhorst Funeral Homes is no exception. The company is the oldest continuously owned
family business in Baton Rouge, LA. Founded in 1866 by Charles F. Rabenhorst, the business is
now in the fourth generation of family ownership and management. Here, we find a business
started by a German immigrant and Civil War veteran and sustained by his wife until their sons
came of age to form a second generation of leadership. This second generation added a life
insurance business to the family portfolio to augment the funeral home business. The third
generation of family leadership maintained ownership of the company, overcoming lack of
involvement by some family owners and a handicap to the principal owner. During this time
period, loyal non-family managers bridged a gap in family management. After a reconsolidation
of the business in which the third generation principal owner bought back the stock of cousins,
the fourth generation consists of four siblings with equal ownership of the company’s stock. The
fourth generation of family ownership is characterized by a sense of cooperation among the
family leaders, who have come together to form a family top management team. The themes of
respecting tradition, displaying a basic philosophy of service, offering high quality products, and
retaining loyal, long-term employees are emphasized.
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ABSTRACT

Service to others first is the basis of servant leadership. We propose that there are similarities in
leadership style for servant leaders and family business leaders. We tested for servant leadership
in family businesses, using the Organizational Leadership Assessment (Laub, 1999). We
surveyed 261 employees in six firms. We found two cases of servant leadership among the six
firms, which exceeds the general expectation of one in ten organizations (Laub, 2003). We
performed qualitative interviews with the top managers in the six family firms. Our findings
confirm the importance of the personal values of honesty and integrity for servant leaders
(Russell, 2001) and other key characteristics (Spears, 1995), including listening, empathy,
conceptualization, foresight, and stewardship.

EXECUTIVE SUMMARY

The fit between servant leadership and family firm leadership may become closer as the family
firm continues beyond the first generation and survives the succession to the second generation
and beyond. We tested six multi-generational family firms for servant leadership, using the
Organizational Leadership Assessment (Laub, 1999). Two of our companies showed evidence
of servant leadership. In-depth interviews with the top managers of these firms reveal elements
of the building of a servant organization. We found that the personal values of honesty and
integrity among the leaders and authenticity in the approach are integral for servant leadership.
In this context, family business leaders should find it beneficial to instill the principles of
servant leadership among their successors. In our exploratory study, we found that servant
leaders were not soft, but rather were willing to make hard decisions for their companies,
following in the pattern of historic figures, such as Ghandi and Mother Theresa.

INTRODUCTION

Leadership is a particularly important issue in family business for the following reasons. First,
family firms differ from other businesses in that family firms may have non-performance-
oriented goals that take precedence over the goals of growth and profitability (Chua, Chrisman,
& Steier, 2003). This comparative ambiguity in goals and objectives complicates the leadership
process within the family firm because leaders have to consider multiple factors beyond firm
performance. Second, although compared to non-family firms, family firms may have a more
centralized decision-making process, less formalized systems, more intimate communication,



and a more long-term approach (Morris et al., 1997), they also exhibit a greater potential for
sustained conflict among involved actors. Finally, the issue of succession is far more important
for family firms than non-family firms. Family business leaders view succession as integral to
the survival of the firm, while some researchers in executive succession have highlighted leader
idiosyncrasies and situational differences (Rubenson & Gupta, 1996).

Servant Leadership

Although servant leadership is an ancient concept with Biblical origins, Robert K. Greenleaf
inspired renewed interest in the subject with his 1977 essay entitled The Servant as Leader.
Greenleaf espoused the view that the servant leader is servant first, “It begins with the natural
feeling that one wants to serve, to serve first” (Greenleaf, 1977:27). The basis of servant
leadership is to serve others first and the results will be judged in the growth of the followers.
As opposed to transformational leaders (Burns, 1978; Bass, 1985), servant leaders do not seek
power, fame, or self-interests. Servant leadership seeks to positively impact the employees and
the community above the pursuit of short-term profit. While Greenleaf is certainly responsible
for the resurgence of interest in the concept of servant leadership over the last 30 years, he is not
the originator of the practice of servant leadership. Moreover, Jesus Christ lived and taught
these basic concepts 2000 years ago (Sendjaya & Sarros, 2002).

The concepts of the new leadership approach, especially that of servant leadership, are relevant
to family firms. Servant leadership may be conducive for family firms because it addresses the
three important leadership factors of family businesses: the issue of more complicated goals and
objectives than non-family businesses (Chua, Chrisman, & Steier, 2003), the problem of
sustained conflict among involved actors (Morris et al., 1997), and the importance of succession
(Rubenson & Gupta, 1996). Concerning goals, servant leaders place the interests of their
followers first as family business leaders should place the interests of the family first. Firm
performance remains an important issue for family firms, but objectives, such as employment
for family members, may be more salient. Secondly, servant leaders resolve conflict through
the use of Spears’ (1995) ten critical characteristics as they try to understand their followers and
look for innovative solutions to problems (Whetstone, 2001). Family business leaders must
likewise resolve conflict between family members. Finally, in regard to the importance of
succession, servant leaders take a long-term approach, which is essential to the process of
succession, which may last for twenty or thirty years (Handler, 1994).

METHODOLOGY

We selected six multi-generational family firms for in-depth analysis. Six cases falls within the
range suggested by Eisenhardt (1989) and Cresswell (1998). Due to time and cost constraints,
we selected six family businesses within the greater Baton Rouge area. The firms vary by
industry and size. We purposefully chose firms from different industries, including air
conditioning wholesale, pest control, automobile sales and service, printing, funeral service, and
air conditioning service. The size of the firms is small, varying from 16 employees to 95,
averaging 56. A major criterion for selection was that the firm had experienced one leadership
succession. In this manner, we limited the study to firms exhibiting proof of the intention to
remain under family ownership and management. We selected firms in different stages of
development, from second to fourth generation leadership.



Data Collection Methodology. The primary data collection methods included a two-pronged
approach of a survey questionnaire-the Organizational Leadership Assessment (OLA) and
qualitative interviews. In support of these two primary approaches, we also informally
observed the participants and used documents supplied by the participants.

Survey Questionnaire. The first major data collection method was the administration of a
survey questionnaire designed to examine the leadership practices and beliefs of each firm and
their impact throughout the organization. For this purpose, we used the Organizational
Leadership Assessment (OLA), developed by James Allen Laub (1999). The OLA is the most
commonly referenced survey instrument in servant leadership studies.

Qualitative Interviews. We performed in-depth qualitative interviews of the top management
team of each selected firm. The interviews centered on the leadership style of the family
leaders in each company. These tape-recorded interviews were semi-structured in nature. The
interviews were conducted individually with the members of the top management team at each
family firm, totaling 34 individuals. Approximately 26 hours of interviews were transcribed.
The interviews varied in length from 20 minutes to two hours, averaging 45 minutes. This
resulted in 438 pages of transcripts, an average of 13 pages per respondent.

Data Analysis. Following our two-pronged data collection approach, our analysis consisted of
two separate elements: qualitative interview analysis and the OLA survey analysis.
Qualitative Interview Analysis. First, we analyzed each case separately to understand the
inner workings of each firm. We employed content analysis of the data looking for patterns or
core consistencies and meanings. Based upon careful reading and re-reading of the transcribed
interviews, we coded and analyzed the data. We began the process using both manual cut and
paste methods and the Atlas t.i. software system. After some trial and error, we followed a
system of separating phrases and thoughts by manually cutting the transcribed documents,
labeling the thoughts, and placing them in separate folders. This is consistent with unitizing
methods described by Glaser and Strauss (1967). We coded this data into open emergent
categories (Corbin & Strauss, 1990).

OLA Survey Analysis. This survey is intended to be taken by employees at all levels of the
firm, including workers, managers, and the top management team. The OLA consists of 66
items, which the respondent is asked to rate on a 5-point Likert scale (from 1-Strongly Disagree
to 5- Strongly Agree). The responses to the 66 items are tabulated and an average score from
1.0 to 5.0 is calculated. This is the global response score. Over dozens of studies, Laub (2003)
reports that the average global response score on the OLA is 3.64. A score of 4.0 is the
minimum for an organization to be identified as servant, while a paternalistic organization
would range from 3.0 to 3.99, and an autocratic organization would fall below 3.0.

Factor Analysis. Once the survey was administered and the results obtained from the
respondents, the next step consisted of a factor analysis. Factor analysis may be used to
examine the underlying patterns or relationships for a large amount of variables and to
determine if the information can be condensed or summarized by a smaller set of factors or
components (Hair, Anderson, Tatham, & Black, 1998).

RESULTS

In this study, the Organizational Leadership Assessment (OLA), developed by Laub (1998),
was used to measure the perceptions of the employees of each company concerning the



presence of servant leadership within their company. The survey response rate from the six
companies in this study was very high, averaging 78.1 percent.

The survey results were entered in SPSS and a factor analysis was performed. We utilized the
principal axis factoring extraction method to find the variables that explained the largest amount
of variance. The VARIMAX rotation method was used to simplify the columns of the factor
matrix. A confirmatory factor analysis using the six factors described by Laub (1998) revealed
inconclusive results in that the six dimensions were not found. In an exploratory factor
analysis, the latent root criterion or eigenvalue of 1 was used. Items with loadings below .40
were dropped. Also, items with loadings on multiple factors within the criterion of .10 were
dropped. After multiple trials, a solution involving three factors and 40 variables emerged from
the data. The factors include three of the original six dimensions from Laub (1998). The three
factors are Factor 1 (Values People) with 27 variables, Factor 2 (Develops People) with 9
variables, and Factor 3 (Provides Leadership) with 4 variables.

Concerning the global response score, five of the six companies in this study scored above the
Laub (1998) average of 3.64 and two scored into the highest level of organizational health,
denoting the presence of servant leadership. This compares to prior studies in which servant
leadership was found in approximately one in ten organizations (Laub, 2003). In this study,
Duplessis Cadillac-Volvo and Star Service received the highest OLA ratings from their employees.

DISCUSSION

The second part of our analysis, the qualitative interviews, gives us the opportunity to examine
the respondent companies in some detail. The OLA survey results showed two companies in
which servant leadership is evident. In this exploratory study, we look for some explanation of
the question: What are the leadership characteristics that contribute to servant leadership? We
will consider Duplessis Cadillac-Volvo and Star Service in turn.

Duplessis Cadillac-Volvo

In 1956, Sidney Duplessis, a car salesman from New Orleans, moved to Baton Rouge to accept
a sales management position. From this beginning, Duplessis developed an outstanding
automobile business and served his community as a “good Samaritan” for over 45 years
(Randolph, 2003). Born and raised in New Orleans, Duplessis learned to speak French fluently
from his parents, who were of Cajun descent. Sidney had a rough beginning in life because his
father died when he was only twelve years old. Duplessis attended a very minimal amount of
school, only managing to go about five years. On his own at an early age, he acquired “street
smarts.” This was a common sense approach to business that centered on developing strong
personal relationships and treating people fairly.

His son, Ron Duplessis, was able to finish out his college years, earning two degrees from
Northwood University in Michigan. Ron returned to Baton Rouge in 1979 and entered the
family business upon the invitation of his father. After a short stint as sales manager, Ron
assumed the role of general manager of the business with his father as president of the firm. For
a period of eight years, Ron worked in the Cadillac dealership with his father. Described by
Marie Vutera, Personal Secretary, Duplessis Cadillac-Volvo, as “very independent and hard
working,” Ron acquired most of the technical knowledge of the business on his own.



Sidney Duplessis’ strengths centered around a warm and winning personality. His son, Ron,
while certainly personable as well, is portrayed by his employees as a more driven and
entrepreneurial leader. His employees described five primary characteristics involved in Ron’s
leadership style: knowledge of the business, strictness, intelligence, accessibility, and honesty.
He knows a lot about the business, all angles not just sales, the parts, service, the
mechanical things. He has a good knowledge of the car business. Some owners don’t
know the fixed operation. That’s the back end, not sales. Some just look at a financial
statement. They don’t know what goes on behind the doors. Ron does know that.
E. J. Badeaux, Retired Parts Manager, Duplessis Cadillac-Volvo.
Ron Duplessis’ knowledge of the back end of the business, not just the up front or sales end, is
immensely important to understanding his success as a leader and the positive attributions made
by his employees. This “hands-on” knowledge greatly impresses the employees; therefore, they
give Ron a great deal of respect.
Finally, an important quality that has led to the success of Duplessis Cadillac-Volvo is the
emphasis on honesty. The personal values of honesty and integrity are vital for servant leaders
(Russell, 2001). Ron Duplessis is a very honest, forth-right individual, as such he demands that
his employees behave honestly in an industry that is not known for this sort of behavior.
In the case of Duplessis Cadillac-Volvo, the responding employees rated the company’s
leadership into the servant category, specifying optimal organizational health as well. Although
the OLA measures the leadership of an entire organization and not any individual, this finding
may reflect the employees respect and admiration of Ron Duplessis’ top management skills.

Star Service of Baton Rouge

The leadership of Star Service has also won the admiration of their employees, which is no
small feat in the hard working environment of the air conditioning industry. This business often
requires technicians to work in very warm temperatures or in cramped spaces or even in
dangerous conditions. Star’s employees rated their company’s leadership higher than the other
five organizations in this study and well into the servant category. This high evaluation
correlates with many positive remarks in the qualitative interviews of Star’s employees
concerning the company’s top management. Tobin Barker, Service Manager, states, “Mike and
Robert are both very smart and get to the same results in different ways...If you hear anybody
talking about the Millers, you will hear about their integrity... They work just as hard as the
lowest paid guy here.” Jimmy Kaiser, Sales Manager, explains, “The Millers are extremely fair
people and also, they are really generous.”

In 1952, William J. (Bill) Miller and Joe Yoder started Residential Heating and Air
Conditioning, Inc. in Baton Rouge, LA. They began to focus on satisfying the air conditioning
needs of homeowners in southern Louisiana at about the same that demand for the industry’s
products was beginning to escalate. In 1956, Miller and Yoder changed the name of the
company to Star Engineering, Inc. and ventured into commercial air conditioning installation.
The story of the family business begins with Bill Miller’s acquisition of Yoder’s stock in the
company in 1967. Prior to that time, the company was private, but the founders operated under
a mutual agreement to exclude additional family members from the business. The focus of Star
Engineering continued to be the installation of air conditioning.

Mike Miller, Bill’s oldest son, joined the firm in 1972 after earning a degree in construction
technology from LSU. Like many second generation family business leaders, Mike considered



it a matter of course that he would enter the family firm. “I never thought about doing anything
else...I never had a job interview in my life. I still haven’t ever worked anywhere else,”
explains Mike Miller. The same day he graduated from college, Mike’s father set up a desk for
him near his own and Mike began the process of learning about the business. Because of the
early agreement excluding other family members, Mike, unlike many family business leaders,
did not work for Star during college. Once Mike joined the business, he shadowed his father for
several years as his father ran the business. Bill Miller taught Mike how to estimate the cost of
jobs and how to buy the needed parts and supplies for the jobs.

Mike learned the business rapidly and impressed his father to the point that in 1976, Bill Miller
decided to appoint Mike as president. Mike Miller describes this event and recalls a rather
abrupt conversation in which his father said, “You’re the president,” and then stepped back from
day-to-day operations. According to Mike, “He didn’t quit coming in, but he really did slow
down a whole lot and he truly turned the business over to me.”

Mike and Robert Miller have come together to form a complementary partnership. Mike brings
visionary leadership and an aggressive sales approach, whereas Robert contributes by
mentoring and imposing organizational discipline contributes a coaching attitude. The brothers
are well aware of their differences and agree that they need each other for the business to
flourish. Mike Miller comments in a semi-jovial manner, “We joke that if Robert had never
been here, I would have grown this company up and bankrupted it in short order. And, if
Robert was the only one here, we would have the smoothest-running, finest little company.”

SO WHAT? CONTRIBUTION FOR PRACTITIONERS

Having been rated into the “servant” leadership category by their employees, the leadership of
Duplessis Cadillac-Volvo and Star Service has embraced the qualities measured in the OLA.
These two firms also serve as positive examples of successful family businesses. Recognizing
that servant leadership is a good fit for successors in the family business, founders should seek
to instill the qualities of servant leadership in their successors. In order to understand the
process of guiding followers to perform servant leadership, Greenleaf (1970) pointed to several
examples of servant leadership from history, including Jesus Christ and Ghandi. Looking at the
historical examples, there appear to be three primary methods of instilling servant leadership
among followers: serving as an example, teaching through stories, and direct command. The
founders of both Duplessis Cadillac-Volvo and Star Service used all three of the above methods
to foster the qualities of servant leadership in the successors of their businesses. Sidney
Duplessis served as a tremendous example of servant leadership not only in the company, but
also as a community leader by giving extraordinary amounts of his time and talent to charitable
causes. Likewise, Bill Miller set the example for his sons at Star Service. He led them into the
service business and the acquisition of a Linc franchise and also served as a mentor for Mike.
Sidney Duplessis was well known for his colorful stories of the automobile business, while Bill
Miller was known for a direct and commanding approach. In each case, the process of building
a servant organization began with the founders and continued through to the successors.

CONCLUSION

Family firms have different leadership needs in the areas of goals, potential for sustained
conflict, and the importance of succession. The leadership literature as an older stream of



research has much to offer to family business studies. Within the leadership literature, we
propose that servant leadership may be an effective leadership style for family businesses. We
tested six companies with the Organizational Leadership Assessment (OLA) and found two
organizations exhibiting servant leadership. We studied these two cases in depth using
qualitative interviews among the leadership of the firms and found important ties back to the
servant leadership literature.

The personal values of honesty and integrity (Russell, 2001) were heavily emphasized by our
respondents. Many of Spears’ (1995) ten characteristics of servant leaders drawn from
Greenleaf’s writings were evident, including listening, empathy, awareness, persuasion,
conceptualization, foresight, and stewardship. Bill Miller listened to the Linc Company
concerning a franchise opportunity. Robert Miller empathizes with his employees and is
willing to go out on service calls at all hours of the day and night. Ron Duplessis is aware of
the concerns and needs of all of his employees, both in the front of the operation and the back.
Mike Miller is especially persuasive in leading Star Service with enthusiasm and a sense of
adventure in the conceptualization of long-term plans. Bill Miller had the foresight to turn to
the maintenance of air conditioning, rather than construction sales. The founders of both family
firms exhibited stewardship as they successfully passed the business to the next generation.
Servant leaders, such as Bill Miller of Star Service and Ron Duplessis of Duplessis Cadillac-
Volvo, were found to be firm on key issues. These leaders are not weak or in danger of being
manipulated by followers (Bowie, 2000). Rather, they resemble descriptions of historical
servant leaders, such as Mother Theresa (Smolenyak & Majumdar, 1992), who could be
unyielding on important matters. Finally, the servant leadership approach shares a long-term
orientation with multi-generational family firms.
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Taiwan’s Products Brand Images and Company’s Names
through Data Warehousing: Corporate Entrepreneurship in
Action

Shaw-Foong Chan, Cameron University
Shawn Carraher, Cameron University

INTRODUCTION

The consumer products such as cell-phones, desktop motherboards, notebook computers,
network-ready DVD-player, MP3-player, LCD-TV, or PDA that we use everyday, but
do we know where are they from, what company manufactured them, and what do we
think about the products we use in terms of quality and brand image and/ or company’s
name?

How about those we seldom see but they do exist such as aerospace products
(aircraft components and accessories, flying support equipment, airport equipment, and
passenger aircraft), Integrated Circuit and assemblies for computer products (Micro-
processor, SDRAM, and Flash Memory Device), power tools, toys and etc?

Taiwan’s has been engaging from one end of labor intensity through the other end
of technology and capital intensities just like a passenger taking a bus traveling from a
bus stop to another, and now it is time to leave this bus (OEM) and taking the other one
going to the next suitable bus station (brand image and/ or company’s name). Thanks to
a forward-vision policy imposed by Taiwanese government, includes an incentive system
to create a high-tech industrial environment includes an establishment of science-based
industrial parks such as Hsinchu Science-based Industrial Park, the improvement of OEM
(Original Equipment Manufacturer), and particularly to encourage the entrepreneurs’
spirits of venture creations.

It has been 40 years since 1965 the US government stopped financial aids, Taiwan
has evolved from a agricultural economy to one of an important global high-tech IT NIEs
(newly industrializing economies) in the world. Taiwanese should be proud of this but
should not enough to end in this way. Taiwan underwent the OEM area and has arrived
at the end of technology and capital intensities, came out with the products that I
described above; otherwise, no one has really known about them (unless the brand
images or company’s names are well-known) or has really care about where they are
from (unless quality is contained).

Taiwan’s high-tech industries focused on contract manufacturing taking
advantage from process improvement, high yield and low-cost operation. To improve
resource use efficiency and specialize in specific produces, the high-tech industry has
being reconstructed and adopting a unique highly “specialized vertical division of labor
system” operation model in the global industry (Lee & Chen, 2005); which means that
Taiwan is strengthening what it has been doing, which its mass production technology



management skills, and quality of (commercialization) marketing and management
capabilities. But it does not enough, because Taiwanese firms need a famous brand
image and/ or a good company’s name to enhance their profit and market share globally.
In order to provide a good impression to the consumers, potential customers, and
maintain current customers, having them remember the quality of the brand and
company, the word “smile” is important; which means to differentiate the product brand
through the quality services increasing brand and/ or product awareness that is very
important.

Lee & Chen (2005) analyzed that the successful experiences of the Taiwanese
scientific industrial parks brought up the industries, technology, and economy, but the
high-tech industries were always working on behalf of other countries’ industries; as a
result, were not competitive. In order to increase the competitiveness, Taiwan has to give
consideration to the issues of internal marketing and knowledge management. The Lee &
Chen (2005) thought that the internal marketing viewed employees as customers in the
internal of companies, and jobs were viewed as internal products. Serious attention is
given to the needs of employees and an attempt to go through employees’ satisfactions
was established in order to increase customer satisfaction and maintain relationships with
clients. So according to Lee & Chen (2005), by satisfying the needs of internal
customers (employees), an organization should be in a better position to deliver the
service quality desired to satisfy external customers (Barnes & Morris, 2000).

In our perception from Lee & Chen’s work, we believe, in the external of Taiwanese
companies, that the data warehousing with a proper decision making helps to improve
company’s knowledge management to maximize customer value and measures, monitors
and provide intelligence to company and customer performance profitability; in the
internal of enterprises, that with this business intelligence provided to employees
reinforce them with knowledge management for doing their job, rising their work
satisfactions and work morale. In this paper, we extend Lee & Chen (2005)’s work
through data warehousing, the customer relationship management (CRM), and decision
support systems (DSS) benefit through Taiwan’s products brand image and/ or
company’s name.
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ACADEMIC ABSTRACT

A study of 30 “socially responsible entrepreneurs” reveals that they at times employ
unconventional management practices in key stages of the company’s growth. The socially
responsible entrepreneurs found their companies to achieve idealistic objectives and pursue financial
and non-financial objectives simultaneously. Most seek financing from nontraditional sources, hire
employees for their shared values, and leverage their social identities to differentiate themselves.
They make efforts to create strong organizational culture, run sustainable operations, and meet their
self-imposed ethical standards in their business practice. The socially responsible entrepreneurs play
an active role in their communities and volunteer themselves as role models for other businesses to
follow.

EXECUTIVE SUMMARY

This paper examines the business practices of successful socially responsible entrepreneurs, i.e.,
entrepreneurs of for-profit (and for-profit-like) enterprises who also demonstrate significant
environmental and/or social responsiveness. We develop useful insights into their entrepreneurial
processes by rigorously studying the methods by which the entrepreneurs initiated, grew and built
their companies. We examine case studies of 30 recognized socially responsible entrepreneurial
firms from a wide range of industries. We analyze how and to what extent the entrepreneurs and
their companies balance their profit objectives with their social or environmental goals.

Our results indicate that while the socially responsible companies pursue profits in manners
comparable to those of most conventional businesses, they employ unconventional management
practices in key stages of the company’s growth. The socially responsible entrepreneurs found their
companies with idealistic objectives in mind and pursue financial and non-financial objectives
simultaneously. Most seek financing from nontraditional sources, hire employees for their shared
values, and shrewdly leverage their social identities to differentiate themselves. They make
extraordinary efforts to create strong organizational culture, run sustainable operations, and meet
their self-imposed ethical standards in their business practice. We find that the socially responsible
entrepreneurs play an active role in their communities and volunteer themselves as role models for
other businesses to follow.



This paper is one of the first that examines the business practices of for-profit, socially responsible
entrepreneurs. It is also one of the few formal studies that identify commonalities among a
relatively large and diverse sample — 30 companies of various sizes and industries. Most
important, this research is not intended to be theoretical, but rather to suggest practical guidelines
for aspiring entrepreneurs to follow as they build their socially responsible business ventures.

INTRODUCTION

The objective of our research is to bring to light the management practices of socially responsible
entrepreneurs, who offer a different model of entrepreneurial pursuit. We develop useful insights into
their entrepreneurial processes by rigorously studying the methods by which the entrepreneurs initiated,
grew and built their companies. We specifically examine how they:

= Identified and evaluated their business opportunities

* Arranged the financing of their unconventional ventures

* Launched and grew their businesses in the face of harsh market realities

= Established cultures that reflected their values and strengthened their organizations

* Leveraged their social identity to create a strong brand and a profitable operation

= Balanced their idealism with issues of growth and other business requirements

= Harvested their successes in financial and social terms

LITERATURE

The field of corporate social responsibility has grown significantly since Bowen (1953) wrote his
seminal book Social Responsibilities of the Businessman. In recent years, the management field
has also begun to incorporate research on environmental sustainability. Paul Hawken (1994) has
received wide support for his vision of a restorative economy in his widely influential book
Ecology of Commerce: A Declaration of Sustainability. In the meantime, while the field of
entrepreneurship continues to blossom into a legitimate field of academic research, there has been
very little work on the interface with social responsibility, sustainability, and ethics. One
significant exception has been the area of “social entrepreneurship,” which has been identified as a
potential, innovative solution to many of the world’s societal problems (Bornstein, 2004;
Leadbeater, 1997; Thompson et al. 2000; Dees, 1998).

An emerging thrust in the literature focuses on for-profit ventures that are exemplary in addressing
social or environmental issues. This includes Cohen, Greenfield and Maran (1997), Chouinard (2006
& 1995), and Roddick (2001) who share their own entrepreneurial experiences at Ben & Jerry’s and
The Body Shop, respectively. Gray & Balmer (2004) is one of the few research papers that attempt
to generalize findings from multiple entrepreneurial cases. It identifies 12 commonalities from an
examination of 5 sustainability-oriented companies. Choi & Gray (2005) expands the previous
research to examine the entrepreneurial processes of 21 socially responsible entrepreneurs.

METHODOLOGY

After extensive review of articles and books as well as referrals from colleagues around the world,
we collected a list of small and large successful, for-profit (or for-profit like) entrepreneurial
companies that were recognized for their exemplary dedication to social responsibility. These
companies made noticeable commitments toward meeting friple (economic, environmental, and
social) or at least dual (economic and environmental, or economic and social) bottom-lines.
Specifically, we looked for companies that were:



= Profitable or known to have had several years of profitability;
= Effectively supporting their social or environmental causes;
* Founded and operated by entrepreneurs for an extended period of time.

We gathered a diverse sample of companies to observe a wide range of management practices. Our
sample of 30 companies as shown in Table 1 is diverse in terms of size, stage of development,
location, and nature of business. We examine decisions and actions of the entrepreneurs through
key stages of a venture’s growth curve — Startup, Growth and Harvest. The diagram in Figure 1 is
a simplified version of the “entreprenecurial process” discussed in academic literature (Baron &
Shane, 2003; Morris et al., 2001).

TABLE 1: SAMPLE SOCIALLY RESPONSIBLE COMPANIES

Company Main Business Area Main Cause
1 AgraQuest Pest Management Environment
2 American Apparel Apparel Manufacturing Worker Rights
3 Aveda Personal Care Environment
4 Ben & Jerry’s Ice Cream Peace
5 The Body Shop Personal Care Environment & Human Rights
6 Berkeley Mills Furniture Environment
7 Chris King Bicycle Components Environment
8 Eileen Fisher Clothing Apparel Manufacturing Women’s & Worker Rights
9 EV Rental Car Rental Environment
10 | Explore Inc. After-School Program Education
11 Green Mountain Energy Energy Environment
12 | Honest Tea Beverage Social Equity
13 | Iggy’s Bread of the World Bakery Environment, Worker Rights
14 | IKEA Furniture Environment

16 Interface Carpets

Floor Covering

Environment

17 | Magic Johnson Enterprises

Real Estate

Inner City Development

18 | Migros Food Retail Social Equity and Community
19 | Newman’s Own Salad Dressing & Sauce Social Equity

20 Patagonia Outdoor Clothing Environment

21 Rhythm & Hues Entertainment Work Environment

22 Seventh Generation Household Products Environment

23 Sterling Planet Energy Cleaner Energy

24 Starbucks Coffee Retail Worker Rights

25 Shotrebank Pacific Bank Environment

26 Stonyfield Farm Organic Yogurt Environment, Community
27 Tom’s of Maine Personal Care Environment

28 White Dog Cafe Restaurant Community

29 Whole Foods Supermarket Environment

30 | Working Assets Telecom & Financial Peace, Equality

Figure 1: The (simplified) Entreprencurial Process

™,

Stachng Lip

= iDbjecdves for Initicticn
+ figcemb e the Linances
+ Mssembiling the Teans

N

* Prepasation of Entrﬁprerﬁeu%

rrowin g the Veonture
= Warketitg anc Branding
= Building the Culturs

" Manapnp the Linances

Ll f'J|'Je|'ati ams Tla magement

AN

N

Y
lLlacvesting the Yeonture \\
= Hxit Srrategy ™
= Formalized Giving

Lrocess




STARTUP STAGES
Primary Objective for Venture Initiation

Similar to many conventional entrepreneurs, the primary motivation of the majority of entrepreneurs
in our sample for starting their companies was rather modest and practical, i.e., to make a living
while making a small social impact, not necessarily to generate great wealth or change the world.
Anita Roddick started her retail shop after her husband decided to travel across the Americas on
horseback for a period of two years (Roddick & Miller, 1991). Judy Wicks started her restaurant
White Dog Café out of her home primarily to make a living after the restaurant she worked for had
closed (Meyer & Bollier, 1996).  Similarly, Pamela Marrone of AgraQuest turned to
entrepreneurship after she found herself without a job when her employer was acquired.

Very few of the above entrepreneurs were interested in accumulating personal wealth. Many of the
business ideas originated from the founders’ drive to make a small difference in the world. The idea
for Berkeley Mills began from an idealistic desire to forge a realistic harmony between a
woodworker's livelihood and forest preservation.  Similarly, Samuel Kaymen and Gary Hirshberg
started Stonyfield Farms to raise funds for their education center created to teach organic farming
(Gray, 2002b). John Hughes founded Rhythm & Hues with the vision to offer a stable and friendly
work environment for artistic talents in the notoriously harsh entertainment industry (Choi, 2005).

Most, though not all, exhibited some sense of social or environmental consciousness before
pursuing their entrepreneurial careers. Douglas Hyde, founder of Green Mountain Energy was an
attorney for the poor (Choi, 2004¢e). Anita Roddick had been interested in issues of Third World
women’s rights and had worked briefly for the United Nations International Labor Organization
(Gray, 2002a). Tom Chappell of Tom’s of Maine was a devout Episcopalian with strong personal
beliefs in people and nature (Chappell, 1999). Paul Newman was a self-proclaimed
environmentalist, while Gary Hirschberg of Stonyfield Farm was an environmental activist (Gray,
2002b).

Assembling the Financial Resources

Considering their limited business experience, most of the socially responsible entrepreneurs would
probably not have qualified for professional equity investments. Attracting investors would have
been especially difficult given their unconventional views of business and interest in sharing profits
with employees and communities. Furthermore, unlike conventional businesses, the socially
responsible entrepreneurs were selective about the source or method of financing because they
understood how professional investors with traditional views about business could affect their
company operations.

Most of the entrepreneurs obtained financial assistance from family and friends, and very few
received equity financing from professional investors. For example, Igor and Ludmillar Ivanovic of
Iggy’s borrowed money from family and friends to open their first bakery, Pain d’Avignon (Valley
& Gendron, 2001). Ben & Jerry put in $8,000 of their own money along with $4,000 in the form of a
loan from their parents. The $500,000 seed money for AgraQuest came from the executives’ family
members, local farmers, real estate developers and friends at the University of California, Davis
(Choi, 2004a). Even Encore, Inc., which successfully raised $5 million in equity financing, did so
from private investors who shared the founder’s views.



As one might have expected, most of the socially responsible entrepreneurs had to “bootstrap”, i.e.,
started small with minimal financing and managed growth through tight cost controls. Tom’s of
Maine started with a loan of only $5,000 from a friend (Gray, 2002c). Judy Wicks of White Dog
Cafe started cooking out of her apartment kitchen. Later when she obtained a $75,000 loan from a
friend, she built a small kitchen with a grill and expanded the restaurant into an adjacent brownstone
(Meyer & Bollier, 1996).

GROWING THE VENTURE

Marketing and Branding

Most socially responsible entrepreneurs we examined deliberately marketed their values and
sustainable business practices as means of differentiation in the market place to jumpstart sales. For
example, Newman’s Own admitted to “shamelessly exploiting” Paul Newman’s celebrity status and
its social message for a “greater good” (Newman & Hotchner, 2003). This creation of a
differentiable corporate brand early on helped protect the socially responsible ventures from
cutthroat price competition and allowed them to grow profitably. The brand allowed companies to
charge higher than average prices for their products, thereby producing higher margins.

Some of our entrepreneurs sought to attract and retain customers through customer education. For
example, Seventh Generation, a sustainable household product company, provided educational
information to consumers so that they could learn about the harmful effects of traditional products as
well as the benefits of using natural alternatives (Hollender & Fenichell, 2004). The company
provided such educational materials through a wide range of channels that included product
packaging, website, e-newsletter, company presentations and a new book by the CEO and founder
Jeffrey Hollender. Although the company’s pitch was to educate customers to make informed
choices, it was banking that informed customers would choose the company’s products. Similarly,
Tom’s of Maine always listed all ingredients contained in their products on the packaging along with
the source of the ingredients and an explanation of their purpose. They believed that this policy
would not only inform customers, but also build customer confidence and loyalty (Gray, 2002c).

Building the Organization (and its Culture)

Most of the socially responsible entrepreneurs prided themselves on having a strong organizational
culture that in return supported their mission and their companies’ growth. They utilized creative,
often unconventional methods to earn employee loyalty and strengthen their organizations.

Some companies offered employee benefits that far exceeded their industry standard. For example,
Rhythm & Hues offered its artists 9 weeks of paid-time-off per year — in an industry with a poor
reputation for treating its employees (Choi, 2005). Patagonia offered the first corporate on-site
childcare program when it opened its Great Pacific Child Development Center in 1984 (Maraga,
1998). Stonyfield offered an array of benefits to all employees including free massages as well as
bonus and stock option programs (Gray, 2002b). Eileen Fisher provided her 400-plus employees a
sense of ownership by sharing at least 10% of pre-tax profits with them each year. Furthermore, all
her employees received a $1,000 education benefit and a $1,000 wellness benefit, to be spent on
rejuvenators such as massages, spa visits, and gym equipment (Choi, 2004d).

For many of our sustainable entrepreneurs, the workplace provided an opportunity to create the type
of community they believed in. Seventh Generation prided itself on having a workplace where the
management viewed employees as valued partners in the business, respecting their right to fair labor



practices, competitive wages and benefits, and a safe, harassment-free, family-friendly work
environment (Hollender & Fenichell, 2004).  Tom Chappell of Tom’s of Maine came to the
conclusion that diversity in hiring was a moral responsibility and made it a critical element of the
company’s organizational design (Gray, 2002c). Chris King, a high-end bicycle component maker,
wanted to make sure that his employees were happy and worked together like a family. In a dramatic
move, founder Chris King relocated his entire company from Santa Barbara, California to Portland,
Oregon, when he realized that his employees could not afford to live near work and were driving
long distances everyday (Choi, 2004c).

Managing the Company’s Finances

By in large, our socially responsible entrepreneurs worked hard to balance their principles with
pragmatism. It is noteworthy that a significant majority of our sample companies (25 of 30, more
than 80%) positioned their (high quality) offerings at the high-end of the market where they could
charge premium prices. For example, a reputation for high quality along with an unprecedented 10-
year warranty allowed Chris King Precision Components, a bicycle component manufacturer, to
charge the highest price in the industry (Choi, 2004c). Similarly, the quality of its craftsmanship
permitted Berkeley Mills to charge a heftier price than other comparable furniture designers (Choi,
2004b).  Stonyfield Farm’s organic yogurt, sold at premium retailers such as Whole Foods,
demanded above-average prices for its healthier and safer ingredients (Gray, 2002b).

We found abundant evidence that most companies in our sample, like conventional businesses, were
disciplined at controlling costs as part of their effort to survive and enhance profitability. Keeping
overhead extremely low (while charging above average prices for their products) allowed American
Apparel, a vertically integrated clothing manufacturing company, to be profitable despite paying
above-market wages to its Los Angeles employees (Spunt, 2003). By producing high-volume
products in-house in a vertically integrated fashion, IKEA reduced operating expenses and was able
to offer its products at among the lowest prices in the industry (Bartlett & Nanda, 1990). Similarly,
Migros produced 25% of its products internally to reduce costs and increase margins (Gray, 1993).

Interestingly, we also observed situations in which socially responsible companies took deliberate
actions that reduced their profits. Many in our sample were willing to incur higher than necessary
material costs to protect the environment. Approximately 75% of the lumber Berkeley Mills
purchased was certified by the Forest Stewardship Council, which significantly increased the
material cost to the company (Choi, 2005). Similarly, Patagonia used the more costly post-consumer
recycled (PCR) fleece and organic cotton in its products because of their environmental benefits
(Gray, 2002b). Although Stonyfield Farm could easily have purchased cheaper milk from large
corporate dairies, its policy was to purchase strictly from family farms in New England (Gray,
2002b).

HARVESTING

Exit Strategies

Our research of the 30 socially responsible entrepreneurs indicates that their exit options were often
constrained by their self-imposed social and environmental goals — a situation very different from
those of most conventional entrepreneurs. These constraints, in turn, limited their options in terms of
pursuing investment, acquisitions, and public offerings.



A large majority (26 of 30) of the companies in our sample were privately held at the time of the
study or until their acquisition by a public company. Even some of the larger companies in our
sample including IKEA, Eileen Fisher and Seventh Generation preferred to remain private. The
general consensus among our entrepreneurs appeared to be that they could exercise the balance
between financial and social goals more effectively as private entities.

Several of the companies were eventually acquired and became subsidiaries of larger, in some cases,
public corporations. They were acquired for their brand recognition, their ability to generate cash
and, in some cases, their reputation as socially responsible entities. Aveda, for instance, was bought
for $300 M by Estee Lauder in 1997, in an effort, among other things, to boost its environmental
reputation. Danone, the number two yogurt seller in the world, acquired 80% stake in Stonyfield
Farm to participate in the organic food trend.

A few other entrepreneurs we examined had considered selling their companies for profit, but
changed their minds when they discovered that this would be inconsistent with their values. The
Chappells eventually concluded that they could not sell their business without compromising their
own values, which they were unwilling to do (Chappell, 1999).

Formalized Giving Processes

For many of our socially responsible entrepreneurs, donating company profits and other resources
was considered not an afterthought but an important function of business. Yvon Chouinard of
Patagonia, for instance, made it very clear that providing money for environmental causes was one of
the principal reasons he was in business in first place (Chouinard, 1995). To institutionalize its
giving, Patagonia established an Environmental Grants Program in 1985, which dispersed over $14
M to more than 900 groups by the year 2000. The program was funded by what the company called
its “Earth Tax,” a yearly levy of 1% of sales or 10% of pre-tax profits, whichever was greater.

In 1985, Ben and Jerry’s established a foundation with a one-time gift of $45 M and 50,000 shares of
common stock (Cohen & Greenfield, 1997). The firm’s annual contribution to the foundation was
set at 7.5% of pre-tax profits. Stonyfield Farm created a “Profits for the Planet” program under
which the company donated 10% of pre-tax profits annually to organizations that served to protect
and restore the environment (Gray, 2002b). In the like fashion, “Tom’s of Maine Grant Programs”
committed the firm to giving 10% of its profits to worthy environmental and social organizations
(Gray, 2002c).

Note that our sample companies’ giving significantly exceeded those of most corporations in
percentage terms. According to Giving USA Foundation, companies on the average donated only
1.2% of their profits (BusinessWeek Online, 2005).

CONCLUSION

The broad purpose of this study was to gain insights into the business practices of socially
responsible entrepreneurs. We learn that socially responsible entrepreneurs found their companies
with idealistic objectives in mind and pursue financial and non-financial objectives simultaneously.

The stories in the paper furnish illuminating examples of how entrepreneurial companies can
simultaneously achieve their economic, social and environmental objectives. Our socially
responsible entrepreneurs above, in spite of their limited business experience and financial resources,



were able to launch and grow their companies successfully. They were able to maintain a sensible
balance between profit and the environment and social causes — an achievement of which they were
most proud about.
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Abstract

Wars, natural disasters, and rising energy costs have recently created large federal budget
deficits. These deficits have led to reductions in public spending at all levels. The same events
have also overwhelmed donors and created donor fatigue. This has led to reductions in private
contributions for many causes. These declines in the traditional sources of income for not-for-
profit organizations have created a need to develop new sources of income. This paper describes
an initiative that combines Purdue University’s capabilities in service learning, technology
transfer, and entrepreneurship to help the not-for-profit community develop new sources of
sustainable income via social entrepreneurship.

Executive Summary

Social entrepreneurship is a process in which non-profit organizations explore income generating
businesses that focus on the “double bottom line” of both the financial and social returns on their
investment. The outcome of the process is change both economic and social which occur while
the organization maintains its focus on their mission in the community. When successful, the
process generates new resources and income opportunities to both the organizations and the
individuals they serve.

This paper examines the concept of social entrepreneurship and how it can address local and
global problems. It then explains how the spirits of philanthropy and entrepreneurship merge to
create an environment that fosters social entrepreneurship. Purdue University’s Engineering
Projects in Community Service (EPICS) Program is used as an example of a successful social
entrepreneurship program. It supports a partnership between Purdue and not-for-profit
organizations in which undergraduate students earn academic credit for their participation in
teams that define, design and deliver products of significant benefit to the community.

Due to the extensive use of university resources, the intellectual property (IP) created by EPICS
teams is owned by Purdue. As the steward of this IP, the university, through a unique agreement
with its Technology Commercialization Office (OTC), has advanced this servicelearning
program to the level of social entrepreneurship. This agreement accelerates the
commercialization of EPICS products and provides a new royalty distribution model by sharing
any resulting revenue with the community partner. This income stream may not lead to
selfsufficiency for EPICS project partners but it has the potential to smooth out fluctuations in
income from other funding sources.
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Abstract

This study explores the process of emerging technology innovation at the project level in
large organizations and observes how the process occurs within these firms. We develop
a model of the development process which identifies a number of common activities in
which project participants’ engage. Findings from a multi-method design with
longitudinal case studies and survey data from 132 emerging technological projects.
Generic tasks assembled into different groups. Frequency of tasks was then linked to
better commercialization outcomes. The results suggest that varying sets of activities
impact on different outcomes of market, technology, and overall success of the corporate
venture.

Executive Summary

This study explores the process of emerging technology innovation at the project level in
large organizations and observes how the process occurs within these firms. We develop
a model of the development process which identifies a number of common activities in
which project participants’ engage. This study explores the process of emerging
technology innovation at the project level in large organizations and observes how the
process occurs within these firms. We develop a model of the development process which
identifies a number of common activities in which project participants’ engage. The
activities were initiated to decrease the technological and market risk, while increasing
the technical knowledge and continuing to move toward commercialization. Findings
from a multi-method design with seven longitudinal case studies and survey data from
132 emerging technological projects, indicate that emerging technology innovation
should be looked at from an iterative process task perspective. Tasks were found to
assemble into different groups. Frequency within the groupings was then linked to better
commercialization outcomes. The results suggest that varying sets of activities have
relationships with the different outcomes of market, technology, and overall success of
the corporate venture. The study provides a prescriptive framework for managers, who
undertake a corporate venture in a new technology. Conceptualization and measures of
the process are developed to better understand how to successfully manage corporate
ventures in new technology arenas. So what - In a climate of accelerated technological
change, managing emerging technology projects is vital. Some of the emerging
technologies areas, such as biomolecular biology, hydrogen fuel cells, nano technology,
and genetic engineering will compete with older technologies, as well as develop new
markets and product categories. We need a systematic way of managing these projects
rather than ad hoc to gain advantage in emerging technology venues.
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Executive Summary

Manufacturing firms contribute to the well-being of the overall economy in a variety of
ways. They are responsible for 12.8 percent of GDP, the majority of our exports, and
they are also an important source of innovation. This article uses a large sample of small
U.S. firms to examine theories of capital structure pertaining to small firms. Capital
structure refers to the mix of long term debt and equity that firms use to finance their
fixed assets. This article also examines the capital structure of small to mid-sized
manufacturing firms within the context of those theories.

Results reveal that capital structure in small firms is determined by measures of firm size,
firm age, organizational status, profitability and asset structure. Contrary to the findings
of prior research, industry sector in and of itself was not a determinant of capital
structure. These results provide support for Leland and Pyle’s (1977) Signaling Theory,
Myers’ (1984) Pecking Order Theory, and Berger and Udell’s (1998) Life Cycle Theory.

An important implication of these findings is that firms with higher levels of fixed assets,
which include manufacturing firms, do use and require higher levels of external capital in
the form of debt financing. This implies a demand for both available and affordable
sources of debt capital. In recent years, the manufacturing sector has experienced strong
sales and profits, and globalization has opened up many new markets for U.S. firms.
Simultaneously, there has been a lot of liquidity in the banking sector, and interest rates
have been low. This availability and affordability of capital has enabled small and mid-
sized manufacturing firms to purchase equipment, develop new products and processes,
add employees, and grow. As we move into a more mature phase of the business cycle,
accompanied by slowing demand and higher interest rates, it will be important to monitor
the continued availability bank debt, in particular, to ensure that smaller firms are able to
obtain sufficient capital to remain competitive in both domestic and global markets.
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ABSTRACT

Studies that examine cognition imply that entrepreneurs think differently than other people: most
often these studies have suggested that entrepreneurs think in a way that is distinct from
managers in large corporations. Furthermore, patterns found in cognition research suggest that
all entrepreneurs think the same when considering whether to start a new venture. Our study of
innovation-based corporation entrepreneurship initiatives suggest that it is the cognition-
environment nexus that is most important, not simply the manner in which entrepreneurs think.
Our study indicates that entrepreneurs and managers think alike with respect to identifying
opportunities and starting new ventures but organization environments differentiate the manner
in which they think as they go to execute these opportunities. The results of this study have
implications beyond scholars and practitioners of corporate venturing as they have important
repercussions for both public policy and education.

EXECTUVE SUMMARY

Over the past decade and a half entrepreneurship research has moved away from the traits
approach which suggested that certain individual traits held the key for who would or would not
make a good entrepreneur (Gartner 1988). This move from the traits perspective eventually
gave way to investigations of individuals that suggested a more behavioral approach surrounding
concepts such as knowledge, learning, and thinking (Cope 2005; Shane 2000; Venkataraman
1997; Venkatarman & Shane 2000). Most recently, entrepreneurship research has focused on the
importance of action (McMullen & Shepherd 2006) and the context or environment (Corbett &
Hmieleski, in press; Shrader & Simon 1997; Simon, Hougton & Aquino 1999) in which an
entrepreneur acts. The current study builds from these works and suggests that entrepreneurs and
managers do not necessarily think differently. Instead our findings stress the importance of
context, task, and action.

These results suggest that, at least from a cognitive perspective, entrepreneurs are not
special or unique from managers (and others). However, this is not meant to imply that
entrepreneurs and the scholars who research them should feel any less enthused about their
endeavors. To the contrary, we should feel exhilarated for two important reasons.

First, this work shows the impact that the efforts of entrepreneurs, scholars, public policy
officials, and advocates such as the Kauffman Foundation and the Coleman Foundation have had
on changing the attitudes and actions of the corporate work force over the past few decades.

Second, it is important for future policy and educational initiatives. By demonstrating
that managers and entrepreneurs do not, in fact, think differently this research suggests that
context, situation, and other factors beyond innate cognitive differences matter with respect to
entrepreneurship. This is important for educators. What it means is that while entrepreneurship



does claim a special and important part of our economy, those that engage in it, are not
necessarily different from you or me. If taught properly, anyone — no matter their traits or
behaviors — can think like an entrepreneur, act like an entrepreneur and start their own venture!

By demonstrating that corporate managers — once thought of as the antithesis of
entrepreneurs — can think and be entrepreneurial, we can see that it is possible for just about
anyone to be an entrepreneur. Through public policy and education, individuals of all “types”
can be directed toward the proper context and situation to allow them to discover and develop the
entrepreneurial initiative that is right for them.



PATHFINDER THERAPEUTICS, INC.

Jeffrey Cornwall. Belmont University
John Gonas, Belmont University
Beth Woodard, Belmont University
College of Business
1900 Belmont Boulevard
Nashville, TN 37212
cornwallj@mail.belmont.edu
615-460-6816

CASE OBJECTIVES AND USE

Students can evaluate the entrepreneurial financing process in the context of Series A financing
for a high potential venture. Students should better understand the challenge of getting the
message out to investors on the potential of a business in a new market niche. Students should
better understand the challenge of evaluating the market potential for a new product and translate
this into projected revenues.

The Pathfinder case is intended for upper level undergraduate or graduate students. Because it
focuses on high growth entrepreneurial finance and business planning, it works well during the
section of a course that looks at early stage entrepreneurial ventures or entrepreneurial financing
strategies. The case presents a working business plan used by these entrepreneurs in the fund
raising process.

CASE SYNOPSIS

Pathfinder Therapeutics, Inc. is a start-up medical device company attempting to commercialize
patented image-guided liver surgery systems. Similar systems have been on the market for
several years for “rigid body” applications, such as the brain. The business was founded by a
group of university faculty who had been doing research in this area. One of the founders has
resigned his faculty position as it serving as the company’s COO. After receiving $1,875,000 in
grants and seed funding, the founders are seeking several million dollars in Series A financing to
help move from a functioning prototype to sales of commercialized products. The company
recently hired a CEO with industry experience to assist in raising capital and marketing the
product. The management team has been on the road making presentations of their business plan
to various venture capitalists and angel investors. According to the business plan, Pathfinder will
begin sales of their product by 2008. Their exit plan has them selling to one of the industry
leaders in medical devices once the have achieved commercialization of the product. There are a
number of issues in the case that may be of interest to examine, including market entry strategy,
high growth entrepreneurial financing, and business planning.
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ABSTRACT

An integrated quality management approach was used in comparing farm and nonfarm family
businesses with less than one million dollars in gross revenues. Businesses with family
employees performed more quality management practices than those without family employees.
Profit was the primary farmer business goal while almost half of nonfarm owners reported a
positive reputation with customers as the primary goal. Farmers do less product and employee
management but determine numerical objectives more then do nonfarmers. Female owners
performed more service and product management than did male owners. With higher business
problems, owners performed more quality management practices.

EXECUTIVE SUMMARY

Taking an integrated quality management approach with family businesses grossing less than one
million, farm and nonfarm businesses were compared. Those with family employees performed
more quality management than those without family employees. Farmers reported profit as their
primary business goal while nonfarmers reported a positive reputation with customers as their
primary goal. Farmers did less product and employment management but determined numerical
objectives more than did nonfarmers. Female owners reported higher levels of service and
product management. Owners in education, health, finance and service businesses performed
less quality management than did those in agriculture, construction, manufacturing businesses.
With higher business problems, more quality management was performed.

Based on a Sustainable Family Business Theory proposition, family dynamics were included as
independent variables along with owner and business characteristics. Study findings indicated
the presence of family employees, the number of generations, and owner’s ideological
orientation contributed to quality management variance, thus indicating the need to include
family dynamics in future research. Doing so and investigating its impact on business
performance in family businesses would further inform Kalleberg and Leicht’s (1991) findings-
that quality management in small businesses provided a competitive edge.

Findings reflected the past emphasis of farm business educators and consultants on record
keeping and financial analysis. With the growing competitiveness in the agricultural market,
consultants and educators will need to take a more systemic approach to quality management to
meet increasing consumer demands and to maintain a competitive edge. Such an approach will
need to become standard practice in all family businesses rather than what kicks in when
problems arise.



INTRODUCTION

The current focus in the business quality literature is a quality framework integrating the
concepts of business planning and quality management. This conceptual integration eflects the
progression of the quality movement in the U.S from an initial emphasis on operations
management within the manufacturing industry to a systems approach to quality management
inclusive of all phases and processes within firms across a wide variety of industries (Benson,
Saraph, Schrooeder, 1991). Integration of business planning and quality management has neither
occurred within the agricultural industry nor within the agribusiness literature. Agribusiness
research has focused heavily on macroeconomic, engineering, and chemical issues rather then on
managerial components of business planning even though both product and process need to be
continually improved to maintain firm competitiveness (Chacko, Wacher, & Asar, 1997).
Production has been treated as core to farm management with supporting functions of record
keeping, financial analysis, and legal planning (McLeavy, Martin, & Zwart, 1996). This study
will begin to fill that discrepancy in empirical research by investigating the business planning
practices of family-owned farm businesses using an integrated quality framework. It places the
findings in context with other industries by comparing farm and nonfarm businesses.

THE SUSTAINABLE FAMILY BUSINESS THEORETICAL MODEL

If one is to take an integrated approach to quality, the study needs to be grounded in a theoretical
model having a systems orientation recognizing the business and family overlap operating within
those businesses. The Sustainable Family Business (SFB) Theory has those characteristics. It
gives equal recognition to family and business and to the interplay between them in achieving
mutual sustainability (Stafford, Duncan, Danes, & Winter, 1999). The theory is dynamic
addressing issues related to either family or business independently and in conjunction with each
other. It emphasizes family business system sustainability as a holistic entity and treats the
family and business systems equitably. The SFB Theory implies that sustainability of a family
business is a function of both business success and family functionality (Stafford, et al., 1999).

The SFB Theory suggests that resources and interpersonal transactions from either business or
family may facilitate or inhibit family business sustainability. In line with a process approach to
business management (Pettigrew, Ferlie, & McKee, 1992), the SFB Theory recognizes that
different processes occur during times of stability and change (Danes, Rueter, Kwon, & Doherty,
2002). The business manager must perceive, process, and respond to a changing environment
and reconstruct business processes to ensure sustainability (Danes et al., 2002). The study
considers available owner and business resources that might influence quality practices. It
acknowledges that employees are critical to the changes that are necessary in order to meet
quality goals. Since employees in family businesses include family members who bring with
them the family dynamic, some of the quality management processes will occur at the
intersection of the family and business. The effectiveness of any quality management goals will
be reduced if this family dynamic is ignored. For example, decentralized decision making is
required when incorporating an integrated adoption of quality management across business
processes. Because family businesses tend to centralize their decision making, the owner’s
ideological orientation and the employment structure and business management processes are
critical foci in the deployment of any integrated quality management approach.



LITERATURE REVIEW

Within the small business quality management literature, there has been a repeated call for
integrating quality management into business planning research (Karatko, Goodale, & Hornsby,
2001). This study not only addresses that call but expands the call by utilizing an integrated
approach toward quality management inclusive of strategic and financial management, service
and product management, and employee management. The conceptual definition of quality
management being applied in this study is that of Benson, Saraph, and Schroeder (1991): the
general set of activities that contribute to the intentional improvement of products and services.

Over the past two decades, small business planning research has shown that it leads to better
performance. Formal planners outperformed nonformal planners on growth of sales, but
performed the same on return on investment and assets (Rue & Ibrahim, 1998). Two studies
found that small businesses, including family-owned businesses, engaged in more sophisticated
planning than was anticipated — more than 80% of small businesses and over 50% of small
family-owned businesses used some type of long-range written plans. In a meta-analysis, firm
size was not a significant predictor of the business planning and performance relationship as
measured by either profitability or growth; however, when the definition of planning was not
restricted solely to written plans, statistically significant relationships emerged.

Researchers who study small business quality management indicate that the problems faced by
them (identified as relative lack of human, financial, and technical resources) are intrinsically
different from those faced by large businesses; thus, they argue that they require a different set of
measures for quality. These studies often call for a measure of a direct interaction with the
customer as part of the quality management function. In fact, some researchers of quality
management hold that customer satisfaction may be the most important fundamental principle of
quality management (Kuratko et al., 2001). Customer service is just as important in the
agribusiness industry as noted in a study by Chacko, et al. (1997).

Another core focus of quality management is employee development not through directives but
through the removal of barriers. Employees are key to internal business operations that create
quality products or service which, in turn, meets customer expectations and gains competitive
advantage. However, Chacko, et al. (1997) indicated that agribusiness researchers have shown
little interest in human resource issues. In comparative study of agribusinesses with
nonagribusinesses, Torok and Schroeder (1992) found that nonagribusinesses reported a higher
problem with finding qualified personnel. Comparing agribusiness types, they found that
agribusiness retailers versus agribusiness manufacturers experienced greater employee turnover.
In a study of agribusiness managers, technological programs within their business were less
powerful sources of competitive advantage then human resource programs (Chacko, Wacker, &
Asar, 1997). For example, management practices such as employment stability and sharing of
gains and profits among employees instilled a long-term perspective in the workforce that led to
newer products with faster response to market changes.

METHODS
The study used a subsample (98 farm and 498 nonfamily businesses) of a representative, random

national sample of family-owned businesses, the 1997 National Family Business Study (NFBS),
generated from a household sampling frame. To qualify as a family business, the



owner/manager had to have been in business for at least a year, had to have worked at least 6
hours per week year round or a minimum of 312 hours a year in the business, had to be involved
in its day-to-day management, and had to reside with another family member. Nonfarm
businesses were found to be larger, so to equalize sample size businesses who earned gross
revenues of less than one million dollars were selected. In the regressions, a dummy variable
was utilized where “1” represented a farm business and “0” represented a nonfarm business.
Dependent variables in the regressions were each of ten business planning practices; they
represented the processes in times of stability as identified in the SFB Model. Independent
variables were a set of family dynamic characteristics (family employees present, owner being
the only decisionmaker, number of generations, business first over family, and income over way
of life), business owner characteristics (farmer, age, gender, education, hours worked in the
business) and business characteristics (size of the business, customer goal orientation, business
problems, and business liabilities); the variables represented the available resources and
constraints that are inputs that affect the processes, as identified in the SFB Model. Clearly, the
planning practices occur simultaneously. Estimating the equations with the same observations
and the same independent variables is equivalent to estimating simultaneous equations. The null
hypothesis being tested in this study is that there is no difference in the integrated quality
management practices between farm and nonfarm businesses.

FINDINGS

Table 1 includes regression analyses for the five strategic and financial management practices.
Betas were provided to allow comparison across the equations. Each of the equations is
statistically significant. Family dynamics, owner, and business characteristics explained from
2.9 to 13.1 percent of the variance in the dependent variables. Having family employees was
significant in all equations except preparing financial records. First generation businesses did
more advertising planning, determining numeric objectives, and developing written strategic
plans than more established businesses. Those businesses that tended to place business needs
above family needs did more advertising planning. Owners who owned their businesses as an
income source rather than for the way of life determined numerical objectives less often.

When controlling for the independent variables, the dummy variable for “farmer” was significant
for the numerical objective equation. Younger business owners tended to do two of the practices
to a greater extent than older business owners: determining sales and earnings numerical
objectives and developing a written strategic plan, including a mission statement.

Education served as a proxy for NAICS codes; keeping this proxy status in mind, education,
health, and finance businesses were more likely to estimate costs and expenses and prepare
financial records than were agriculture, manufacture, or construction businesses. Those business
owners who worked more hours tended to plan advertising budgets and strategies and determine
sales and earnings numerical objectives. Smaller businesses tended to plan advertising budgets
and strategies more than larger businesses and determine numerical objectives less often. Those
businesses prioritizing customers as their primary business goal also determined numerical
objectives less often then those whose goal was primarily financial. Those businesses who
reported a higher number of business problems performed all practices more often than those
businesses who reported fewer business problems except preparing financial records. Those



businesses who reported having higher liabilities estimated costs and expenses more and
developed written strategic plans less compared to those businesses with lower liabilities.

Businesses with family employees performed both service and product management more often
then did those not having family employees. Owners placing family needs over business needs
evaluated quality of services and products more often than owners placing business needs first.
Farmers performed both service and product management practices less often than nonfarmers
(Table 2). Female business owners performed both practices more than male business owners.
Those business owners in education, finance, and health businesses performed both practices less
than did those owners from agricultural, construction, and manufacturing businesses. There was
a positive relationship between hours worked and evaluating quality of products and services.
Those businesses with fewer liabilities analyzed customer satisfaction to a higher degree than
those businesses with higher liabilities. Almost 10 percent of the variance was explained by the
independent variables in the two service and product management equations.

All three employee management equations were statistically significant (Table 2). The
independent variables in the equations explained from 14.2% t016.6% of the variance in the
dependent variables. Businesses with family employees and younger businesses tended to
motivate workers to become better employees than did businesses without family employees and
more established businesses. Owners indicating they were in business more because of the way
of life versus as an income producer tended to evaluate employee performance more than those
who were in the business solely for the income it produced. Farmers estimated personnel needs
and performance standards and evaluated employee performance less than did nonfarmers.
Older owners tended to evaluate employee performance less than younger owners.

Those business owners in the education, health, and finance industries estimated personnel
needs, established performance standards, and evaluated employee performance less than
business owners in other industries. Owners who worked more hours reported performing all
three of the employee management practices to a greater extent than did those business owners
who worked fewer hours. It was not surprising that the larger the business, the higher was the
report of the performance of all three of the employee management practices. Those business
owners who had a customer goal orientation evaluated employee performance less than those
business owners who had a financial goal orientation. The more business problems that were
reported by owners, the more they performed the three employee management practices.

CONCLUSIONS

This study takes a systemic approach toward the investigation of quality management across
strategic and financial, service and product, and employee management for family businesses
with gross revenues less than one million dollars. The SFB Theory guided the development of
this study. Based on the propositions of this theory, family dynamic characteristics were
included as independent variables as well as owner and business characteristics. The findings
indicated the presence of family employees, the number of generations within the business, and
the ideological orientation of the owner at the family/business interface were contributors to the
explanation of the variance in quality management and the need to have family dynamic
constructs included in future investigations. What further needs to be studied with this national,



representative sample of family businesses is the impact of quality management on business
performance. That additional work would further inform Kalleberg and Leicht’s (1991) findings
that small business quality management provided a competitive edge among their competitors.

The findings reflect the past emphasis of farm family business educators and consultants on
production with supporting functions of record keeping and financial analysis. With the growing
market competitiveness in which farmers operate, consultants and educators will need to take a
more integrative, systemic approach to quality management to meet the increasing consumer
demand. Although study findings indicate that more attention is spent on integrated quality
management when there are more business problems, in order to meet the increasing standards of
consumers and to compete in an increasingly competitive marketplace, an integrated quality
approach will need to become standard procedure rather than what kicks in when problems arise.
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Table 1
Strategic and Financial Management Regressions for Family Businesses with < One Million in Gross Revenues

Planning Estimating Preparing Determining Sales  Developing Written
Advertising Costs and Financial and Earnings Strategic Plan,
Budgets and Expenses Records Numerical including a Mission

Characteristic Strategies Objectives Statement

Beta Beta Beta Beta Beta
Family Dynamic
Family Employees Present 147%* A 57HE* .070 227K 174%%%
Owner Only Decisionmaker .040 .001 071 -.022 024
Number of Generations - 126%* -.070 -.032 - 1371%* -.083*
Business First Over Family 142%* .006 .063 -.001 -.021
Income Over Way of Life -.052 .008 .056 -.079%* -.047
Business Owner
Farmer -.015 -.026 .042 A18%* .061
Owner Age -.069 018 -.018 -.083* - 137%*
Gender 018 -.027 -.047 .061 .054
Education .060 - 157 -.084* .034 014
Hours Worked .109%* .047 .062 123%* .054
Business
Size -.091* -.059 .026 .086* .030
Customer Goal Orientation -.038 -.034 -.040 -.077* -.004
Business Problems 144%* 77 .050 .097* 27
Liabilities .008 207%** .094* .007 -.139%*
Adjusted R .079 131 .029 114 .063
F-score 4.47H%* 7.06%** 2.19%* 6.17%%* 3.71%%*
df 14 14 14 14 14

*p<.05; % p<.01; ***p <,

001



Table 2

Service, Product and Employee Management Regressions for Family Businesses with < One Million in Gross Revenues

Analyzing Cus. Eval. Service & Estimating Pers. Evaluating Motivating

Characteristic Satisfaction Product Quality Needs & Costs Employees Employees
Beta Beta Beta Beta Beta

Family Dynamic
Family Employees Present .086* 140%* .067 .018 d15%*
Owner Only Decisionmaker .002 -.003 -.058 -.027 -.050
Number of Generations -.037 .042 -.017 -.045 -.091*
Business First Over Family -.072 - 121%* -.011 .027 -.023
Income Over Way of Life .032 -.045 -.050 -.082%* -.072
Business Owner
Farmer - 208#** -.091* -.141%* -.126%* -.056
Owner Age -.051 -.031 -.005 107* -.021
Gender A17%* Jd61HE -.018 -.009 .005
Education -.104%* -.095% - 189%#* -.105%* -.047
Hours Worked .074 d471%* d10%* J154% %% 1 78%H*
Business
Size -.075 .014 .083* 209%#* 184
Customer Goal Orientation -.024 .062 -.035 -.100* -.061
Business Problems .072 .033 202%#* 107* J164%%*
Liabilities - 112%* -.048 .031 .060 -.003
Adjusted R? .089 .074 142 152 .166
F-score 5.37%** 4.22%%* 7.69%** 8.25%H* 9.05%**
df 14 14 14 14 14
*p<.05; % p<.01; *** p <.001
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ABSTRACT

What differentiates the well-connected entrepreneur from the well-connected non-entrepreneur?
Building on prior work, our model suggests that social capital is not enough; that the type of
person involved in network relationships matters to new venture creation. We empirically test the
effects of the interplay of social capital, cognitive biases and risk perception. Our mediated
model is tested using an on-line survey of 269 entrepreneurs. Our results confirm that networks
enhance levels of overconfidence. Overconfidence in turn is directly related to new venture
creation. We find marginal support for the relationship between social capital and risk
perception.

EXECUTIVE SUMMARY

Anecdotal evidence and research point to the importance of networks in new venture creation.
Entrepreneurs need to meet people, make contacts, secure connections and get information and
resources from numerous sources. Yet, many of us are involved in various networks and never
look for an opportunity. Or, if we happen upon one, we do not pursue it. The question is why?
What differentiates the well-connected entrepreneur from the well-connected non-entrepreneur?

This study finds that being connected is not enough. We find that the type of person in the
network is the key. Networks enhance new venture creation through overconfidence and risk
perceptions. Individual cognition mediates the connection between social capital and new
venture creation. Our findings suggest that it is not enough to be “well connected”. Individuals
with higher levels of overconfidence and lower levels of risk perception are more prone to start
new ventures, and both attributes are enhanced by social capital. Overconfidence may lessen the
overwhelming amount of information and uncertainty. Having a network of people and resources
to rely on, augments overconfidence and new venture creation. Many new ventures might not be
started were it not for the confidence and optimism of the entrepreneur. Finally,
entrepreneurship education will benefit from this and future research in this area. As we prepare
students to become entrepreneurs, they need to be aware of the advantages and disadvantages of
cognitive traits and network influence in order to make the best new venture decision.
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ABSTRACT

This paper investigates the predictive capability of experts to forecast technology success. We
tracked thirty-five homeland security related technologies developed by small firms that had
applied for grants from a Department of Defense technology transfer agency during 2001 to
2003. Domain experts evaluated various aspects of the technology and firm, resulting in one-
hundred sixty-three evaluations. Approximately half of the sample received funding. These
firms were then contacted in 2006. Market-based and self-reported measures of success were
then compared against the earlier expert assessments. Overall, the analysis indicated that
experts, on the average, had only limited ability to predict technology success.

EXECUTIVE SUMMARY

The purpose of this project was to examine the evaluation criteria used by experts
involved in decisions regarding funding for small technology enterprises. Using a longitudinal
approach, we examined the performance of a set of companies which were either funded or not
funded by the Center for the Commercialization of Advanced Technology, a congressionally-
funded granting agency. Particular emphasis was placed on Type I (unfunded companies later
experiencing some level of market success) and Type II (funded companies not experiencing subsequent
market success) errors. We sought to evaluate expert reviewers tasked with making
recommendations based solely on company, technology and market descriptions contained in a
comprehensive application.

Our results indicated that experts appear to be more effective at eliminating weaker
technologies from of pool of funding candidates, thus minimizing the incidence of Type I errors.
However, experts appeared to be less capable of minimizing the effects of Type II errors. Thus
when an application offers promising company, technology and market signals, experts have a
more difficult time in predicting future market performance.

So what: The implications of these findings are critical for granting agencies and other
early stage investors (such as angel and venture capital investors) who must screen through
numerous applications in allocating precious resources to deserving companies. A high incidence
of Type II errors implies that such resources are not being put to the best use. Thus, it may be
better to allocate more funds to fewer but more deserving companies. Also, granting agencies
and other similar types of investment funds rely on a positive track record in order to receive



additional sustaining support. It would behoove such organizations to continually reevaluate and
develop improved screening processes (such as applying a higher due diligence standard to a
smaller pool of candidate technologies) to obtain better performance results. Certainly, the
overall validity of early stage screening by experts needs further investigation.
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ACADEMIC ABSTRACT

This manuscript reviews what the state of Connecticut’s current capabilities in becoming
a laser technology center of excellence including a review of K-12, associates, bachelor’s
and graduate programs, and its linkages with industry. An educational road map is
offered which in parts identifies the skills sought by companies involved in laser
technology and manufacturing at both the technician and executive levels, assesses
Connecticut’s education institutions offerings towards meeting the current and future
work force needs, and exposes best practices that could facilitate the creation of a forum
and cooperative climate for the Connecticut laser based precision manufacturing industry
towards creating that center of excellence.

EXECUTIVE SUMMARY

This manuscript reviews what the state of Connecticut current capabilities in becoming a
laser technology center of excellence including a review of K-12, associates, bachelor’s
and graduate programs, and its linkages with industry. An educational road map is
offered which in part identifies the skills sought by companies involved in laser
technology and manufacturing at both the technician and executive levels, assesses
Connecticut’s education institutions offerings towards meeting the current and future
work force needs, and exposes best practices that could facilitate the creation of a forum
and cooperative climate for the Connecticut laser based precision manufacturing industry.
Specifically, we described the role that the Connecticut Center for Advance Technology
(CCAT) can play in support of three major enablers as they seek to facilitate such a road
map. The three enables are policy and infrastructure opportunities including a review of
the Fraunhofer Institute for Materials and Beam Technology as a model for laser
technology R&D leadership; industry skills development opportunities, and an overall
educational assessment of the state. Furthermore, we describe the role that an institute
like the University of Hartford’s can play in filling the identified gaps as it seeks to
complement CCAT’s effort.

INTRODUCTION

The transition to next generation technology as it relates to supply chain
competitiveness in the Aerospace industry has become the focus of congressional and



executive mandates. Specifically, the National Aerospace Leadership Initiative (NALI)
was created in 2004 to respond to the critical needs of the U.S. aerospace manufacturing
supply chain. The goal is to maintain world leadership in advanced propulsion and power
systems, as well as preserve and innovative in the highly competitive domestic aerospace
manufacturing supply base to meet the Department of Defense's current and future needs.
In particular, NALI was designed to develop regional industrial capabilities central to the
aerospace industry. Critical to developing the next generation manufacturing capacity in
Connecticut is the assessment of the curriculum and support structure in the areas of
education, research, and workforce development. In particular, we need to assess the
needs for establishing a road map towards creating a center of excellence in Connecticut.
Although previous research has identified skills standards for laser technicians (Hull
1995; 2003) and the regional capabilities to produce skilled workforce (Massa 2005), no
comprehensive road map current exists. The Connecticut Center for Advance Technology
(CCAT _ was charted to facilitate such a road map along with industry leaders and
educational institutions located across the state.

Thus, we proposes an educational road map that identifies the skills sought by
companies involved in laser based technology and manufacturing at both the technician
and executive levels including reporting on a preliminary skills survey, assesses
Connecticut’s education institutions offerings towards meeting the current and future
work force needs, and exposes best practices that could facilitate the creation of a forum
and cooperative climate for the Connecticut laser based precision manufacturing industry.

RESEARCH METHODOLOGY AND LITTERATURE

We have conducted a three-level analysis that included (1) an evaluation of policies
and infrastructure to support laser skills development, (2) workforce skills standards and
a preliminary skills survey, and (3) education opportunities. All are integral parts to
providing a road map toward creating a regional center of excellence for laser technology
in Connecticut. This analysis included interviewing industry leaders (laser manufacturing
and laser application firms); investigating best practices; reviewing existing studies
(Navarra, Hull et al. 2001), national and international standards reports (Hull 1995;
2003), educational programs (2006), and educational road maps (Grier 2005; Molinaro
2005); and conducting a exploratory analysis based on the preliminary study of the skills
used by executives and developers working for CT companies. All point to some
shortcomings that Connecticut can overcome if an educational road map is implemented
and supported. Next we describe the educational road map reflective of our findings.

The Connecticut Center for Advanced Technology (CCAT) works in partnership with
industry, government, and academia to strengthen economic competitiveness. CCAT’s
mission is to enhance the capabilities of current and emerging industries, foster
innovation, entrepreneurship, and new business creation. CCAT partners with other
organizations to stimulate innovation and promote enterprise. CCAT's five main areas of
activity are: (1) Advanced Technology Center, (2) Center for Innovation and Enterprise
Education, (3) Energy Programs, (4) Small Business Innovation Research, & (5) Center
for Manufacturing Supply Chain Integration.



CCAT has been funded by the United States Air Force under a program called the North
American Leadership Initiative (NALI). NALI is a federally sponsored effort designed
whose purpose is to develop a national center that addresses both military and civilian
industrial needs.

EDUCATIONAL ROAD MAP

The following (figure 1) summarizes our proposed framework towards meeting
the needs of Connecticut’s present and future needs towards creating a center of
excellence consistent with national standards (Hull, 2003) and established educational
models (2005).
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Figure 1: Educational Road Map

The above road map identified both the existing capabilities and needed
capabilities towards meeting the future needs of the laser technology industry in
Connecticut. Specifically it points to the limited link that exists between K-12, post
elementary, and industry. Furthermore, it points that no programs exists current at both
the undergraduate and graduate levels (specifically offering photonics as a major
although the university of Hartford has developed a concentration — See below), yet the
state current houses some of the leading laser technology manufacturers (Trumpf and
Rofin-Siner). Although recent publications (Grier, 2005; 2006) indicate that over 350,000
laser technicians’ positions exists in the US, little is know about the future for decision
makers and developers in this industry, and how their knowledge and skills could
influence the future of the industry in CT. We believe that a comprehensive approach
similar to the one taken in Singapore (2005) is needed to unleash the potential of the
industry in Connecticut.



Next we described three major enablers that can facilitate the implementation of
the educational road map proposed in Figure 1 including reviewing the role that
institutions like the University of Hartford can play in creating such a center of
excellence in Connecticut.

Policy and Infrastructure: Fraunhofer Institute for Materials and Beam Technology: a
Model for Laser Technology R&D Leadership

We reviewed the Fraunhofer Institute for Materials and Beam Technology as a
model for laser technology R&D leadership that can be used to strengthen the research
elements of the road map. Specifically we recommend that a partnership be established to
leverage the wealth of expertise that currently resides at Fraunhofer.

Background - The Fraunhofer-Gesellschaft maintains roughly 80 research units,
including 58 Fraunhofer Institutes, at over 40 different locations throughout Germany. A
staff of about 12,500, predominantly qualified scientists and engineers, works with an
annual research budget of over €1 billion.

The Fraunhofer Institute for Material and Beam Technology offers application-
oriented research and development in the area of laser and surface technology, and they
integrate their research initiatives into local universities’ education and training
programs.

Programs - The Fraunhofer Society has three different programs for the
development of new technologies,
1. A special program to assist the cooperation between one Fraunhofer Institute and
one or more small or middle-sized enterprises.

2 A program that affords an opportunity for cooperation between different
Fraunhofer Institutes.

3 A very ambitious strategic development program, which requires the cooperation
of several Fraunhofer Institutes for a certain time.

Funding - The sources of finance for contract research comprise three parts in
roughly equal proportions:

o Institutional funding

o Public-sector project financing (Federal, German Lénder, EU etc.)

e Industrial contracts
The available amount for basic research depends on the funding generated by industrial
contracts. The Fraunhofer Society provides grants for basic research that match the
amount from the private industrial firm.

Intellectual Property & Spin-offs - To commercialize the technologies they
develop, the Fraunhofer Institutes contract with industrial partners. The aim of these
contracts is to introduce new technologies developed by the Institute. In cooperation with
the industrial partner, the Institute may make prototypes and pilot machines, and in
special cases - if no other manufacturer is available — the institute can produce very small
batches of components, but this remains an exception only.

Intellectual Property Management - For intellectual property that the program
develops, it is important to protect the Institute’s expertise. The Fraunhofer Institutes sell




applications of technologies only (and not products). Because of this, they have to make
sure that only the Institute can use the basic technology they develop for a certain
application. They also issue licenses, but only for their industrial partners. The
Fraunhofer Institutes do not have any formalized processes for generating new businesses
using their inventions, but the do support spin-offs by issuing licenses and allowing their
partners access to the Fraunhofer infrastructure.

The College of Engineering, Technology, and Architecture (CETA), University of
Hartford, received a $1million research grant from CCAT in 2005. The purpose of the
grant is to fund engineering research projects and academic initiatives in the area of laser
manufacturing and photonics. discussions are underway with Fraunhofer Institute to work
in several key areas of collaboration: drilling, marking, cladding and welding. Vehicles
under consideration include: (1) Exchange of personnel for research and academic
purposes, (2) Joint research projects, & (3) Training courses at Fraunhofer.

Furthermore, an international conference in Manufacturing Photonics, with the
University of Hartford as the lead organizer, is being planned for 2008. It is envisioned
that CCAT, Fraunhofer and Pratt & Whitney would co-sponsor the aforementioned three-
day event. The conference will include plenary sessions, forums, invited speakers and
specialized workshops. This will provide a significant avenue to strengthen existing
relationships and cultivate new ones on a global scale.

Skills Survey Results

Various studies or reports have been commissioned to detail the needs of the
photonics industry. Specifically, sponsored by the National Science Foundation,
Connecticut Community Colleges’ College of Technology Regional Center for Next
Generation Manufacturing conducted a skills and needs assessment that identified the
critical job duties and tasks towards the development of a competency profile (see Massa,
2005, for details) consistent with the CORD National Photonics Skills Standards for
Technicians (2003).

In a recent career guide published by the Singapore Workforce Development
Agency (2005), the industry predicted a demand in both executive and non-executive
jobs highlighting the importance employability skills that are non technical.
Consequently to complement the work done by Massa (2005), we sought to conduct a
preliminary study of application designers and executives in our effort to identify the non
industry-specific skills that could be the basis of professional development. A low
response rate to the survey (a total of 10 with only 8 application designers and executive)
does not allow us to draw any conclusions but point to certain tendencies. Skills
knowledge (mostly expert level) appears to reflect the skills usage (most of them
reporting daily usage of non industry-specific skills like interpersonal/communication,
leadership and problem-solving & Decision making skills). Educational experience of our
participant is center on fairly technical degrees (technology and various engineering
related disciplines) with limit business exposure. We believe that for the region to remain
a vibrant player in the industry it is essential that both the technical and development
skills and knowledge of the talent pool must be strengthen. Such effort include the
creations of a forum including regional and national conferences with industry training



opportunity that educational institutions (see next section) are not currently designed to
meet.

Educational Assessment

A complete review of Connecticut’s educational institutions offerings in support
of photonics and optics related disciplined are summarized in Figure 2 (2006). It shows
that Connecticut compared to other states has the beginning foundation with offerings in
optical engineering and technology which are limited to only two institutions offering one
certificate, one associate degree, one bachelor’s degree, and one doctoral degree. These
offerings are limited when compared to other national centers such as California and
other NALI regional centers of excellence (Ohio and Pennsylvania). The development of
degrees, discipline related concentrations, and professional developmental
programs/seminars/courses must be encouraged to offer future access to qualified
technicians, executives and researchers, and guarantee the long term competitiveness of
the workforce. This includes both enhancing offerings (bachelor’s and master level
degrees) and connecting industry and academia through educational conferences, trade
shows, and outreach opportunities tied to employment outlook. The development of such
offerings should help clarify the career paths for the industry that we have summarized in
Figure 3 that reflect our findings not only in the literature by as a result of many
interviews with industry related companies:

Source:
http://www.opticseducation.org/

*NALI Consortium 0 e

members

Figure 2: Program Concentration
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In partnership with CCAT, the University of Hartford introduced a new
interdisciplinary concentration in manufacturing photonics at the masters level. Laser
application projects are carried out at the CCAT laboratory facility. The technical
component of the concentration consists of six courses that cover laser design, optical
engineering, advanced laser manufacturing processes, laser-material interaction and
modeling/simulation. Ten graduate research projects have been completed or are
underway. Several of these projects are being done in partnership with regional photonic
industries in New England. These activities have enabled faculty and students to share
expertise with other leading research institutions and regional industries such as the
University of Connecticut, Yale University, University of Missouri at Rolla, Trumpf Inc.,
Coherent, Joining Technologies, and Fraunhofer Institute.

CETA has a long-standing relationship with the Connecticut Community Colleges
and Connecticut College of Technology (CCOT). In recent years, an important area of
curriculum development for CCOT has been the “Next Generation of Manufacturing
Technologies”. CETA 1is finalizing articulation agreement with CCOT to facilitate the
transfer of students from two-year to four-year programs.

A logical solution lies within the flexible curriculum of the Mechanical
Engineering Technology (MET) program at the University of Hartford. Engineering
technology education is a relatively new discipline that focuses primarily on the applied
aspects of science and engineering. It aims to prepare graduates for practice in that
portion of the technological spectrum closest to product improvement, manufacturing,
construction and operations. The current MET curriculum contains three professional
electives that will be used to develop skills in the area of manufacturing photonics.
Existing facilities, faculty resources and the CCAT grant make this an attractive
proposition for CETA. Moreover, such an MET concentration completes the spectrum of
educational offerings with CETA’s CCOT partner: associates (technicians), baccalaureate
(engineering technology) and masters (engineers).



SO WHAT?

Since of main goals of the Connecticut Center for Advance Technology (CCAT)
is to create and sustain a pipeline of skilled, technically competent employees for the
laser industry, the prescribed road map and role that institutions like the University of
Hartford play are starting points towards creating such a center of excellence. It
highlights that for highly specialized industries like the laser industry to remain
competitive a comprehensive approach to knowledge and skills development requires the
full participation of private and public agencies and institutions, and a close connection
and collaboration with industry leaders.

CONCLUSION

One of the main goals for the Connecticut Center for Advance Technology
(CCAT), lead technology agency serving the state of Connecticut, should be to create a
pipeline of skilled, technically competent employees for the laser industry. CCAT should
support the establishment of an educational infrastructure that follows the proposed road
map including supporting the University of Hartford’s effort towards developing the
skills and knowledge sets of technicians and engineers in the industry. This would
include: (1) developing a local talent pool by providing internships and fostering
cooperation between academia and industry, (2) create a consortium/institute dedicated to
supporting and developing the industry, and (3) expand the curriculum that will develop
both technical and executive level skills that are essential stepping stones toward creating
opportunities in Connecticut.
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Abstract

The field of entrepreneurship is characterized by constantly changing environments and
situations. Entrepreneurship educators are faced with preparing prospective entrepreneurs to
cope with these dynamic situations. Success in these environments requires the ability to capture
and process information — two key components of learning. While most educators agree that
lifelong and experiential learning are fundamental to a successful college experience, there is
little agreement among entrepreneurship educators on how to prepare prospective entrepreneurs
to be successful “learners” in future entrepreneurial experiences. This paper discusses the role of
learning in the entrepreneurial process and examines well known learning theories in order to
find pedagogies that may provide insight into how to better prepare entrepreneurs of tomorrow.

Executive Summary

Entrepreneurs make choices that are characterized by multiple, interdependent, and real-time
decisions, occurring in constantly changing environments. Previous research has been devoted to
understanding why individuals perform poorly in dynamic tasks rather than understanding the
process itself. We discuss three key theories of the learning process that are relevant to
dynamically changing environments and two information acquisition models. We also offer two
propositions regarding entrepreneurship education and opportunity recognition based in learning
theory that we feel need to be tested in order to better understanding the process of opportunity
identification.

So What?

Learning theory research may provide some answers for questions entrepreneurship educators
face as they attempt to prepare prospective entrepreneurs for successful new venture creation and
exploitation. Including classroom exercises and experiences that enhance learning speed and
encourage competition along with building key skills necessary for entrepreneurial success may
provide a more complete learning experience and ultimately better prepare prospective
entrepreneurs for entrepreneurial success.

1. Introduction

Entrepreneurship as a field of research has grown in interest to both scholars and practitioners
(Aldrich and Fiol, 1994; Burt, 1997; Lumpkin and Dess, 1996; Thornton, 1999; Venkataraman,
1997). Research has focused more on the activity undertaken by entrepreneurs in the launching
of a new business organization (the process of entrepreneurship) than on the entrepreneurs’
personal characteristics or traits (Gartner, 1985; Low & MacMillan, 1998; McGrath &
MacMillan, 2000). Recently however, scholars have called for revisiting the psychology of the
entrepreneur, and asking why, when faced with the similar information, some people see
opportunities whereas others do not (Baron, 2006; Shane & Venkataraman, 2000; Venkataraman,
1997).

Research on opportunity recognition thus far has primarily focused on the discovery of or
creation of opportunities by entrepreneurs (Alvarez & Barney, 2006). The discovery process
entails existing entrepreneurial opportunities that are discovered by alert entrepreneurs who are
in a position to objectively evaluate and exploit opportunities (Gaglio & Katz, 2001; Kirzner,
1973; Shane & Venkataraman, 2000). On the other hand, the creative process entails the
emergence of opportunities as individuals try out different ways to generate economic wealth



(Gartner, 1985; Sarasvathy, 2001). Foundational to both models is the ability to acquire and
make sense of information and knowledge.

Entrepreneurship education attempts to prepare prospective entrepreneurs for successful new
venture creation and exploitation. If opportunity recognition is a key element of the
entrepreneurial process and opportunity recognition requires learning proficiency in dynamic
environments, is it possible for entrepreneurship educators to create learning systems and
processes that will build these learning skills in prospective entrepreneurs? The goal of this paper
is to explore three key learning theories that are relevant in dynamic learning environments and
to examine whether they can offer explanations about opportunity recognition.

2. Theories of Learning Process

It is known that individuals acquire and transform information in different ways (Allinson &
Hayes, 1996; Kolb, 1984). Based on the work of Bruner (1985), Lave (1988), Piaget (1970),
Vygotsky (1978), and from cognitive complexity theory (Spiro, Vispoel, Schmitz,
Samarapungavan, & Boerger, 1987), learning can be viewed as a process of knowledge
construction wherein motivation is provided by realistic problem solving situations, and
facilitation (conscious and unconscious) is provided via formal instructors or similar learners
(colleagues).

2.1 Learning in dynamic environments

Chase and Simon (1973) proposed the chunking theory, in which they hypothesized that
learning occurs by the accumulation of chunks in long term memory. The theory also
hypothesizes that domain experts have links to recognized chunks in their short term memory.
This theory suggests that experts search selective environmental cues (make use of heuristics)
that guide their attention, helping them achieve efficiency; novices on the other hand engage in
more thorough search (Chase & Simon, 1973; Simon & Gobet, 1996).

Logan (1988) proposed the instance theory based on a model of skill acquisition by way of
retrieval of examples from memory. In this model, individuals move from general algorithms to
specific solutions as they gain experience in a task. These solutions are then retained in an
individuals’ memory and retrieved when the same problem occurs.

Theories of dynamic learning mechanisms are considered to be more realistic than theories of
learning as there are a number of ways in which the human cognitive ability can be modified
(Simon and Langley, 1981). Simon and Langley designed a taxonomy of learning mechanisms
in complex tasks as knowledge base (accumulation of knowledge in declarative form),
recognition (ability to discriminate among familiar classes of objects), strategies (adaptive
production systems), and evaluation functions (assessment of different alternatives to control the
continuation of search in problem solving).

This theory defines an instance as composed of a situation (set of environmental cues), a
decision (set of actions applicable to the situation), and utility (evaluation of a decision in that
particular situation) (Gonzalez et al, 2003). The main steps in the decision-making process
proposed by this theory are recognition, judgment, choice, and feedback (Gonzalez et al, 2003).
Decision making starts with the search for similar situations or using either heuristics or past



experiences when the decision maker is faced with an unfamiliar situation. This is the type of
situation that entrepreneurs face on a daily basis and the type of situation within which they
make decisions. The execution of the best available action causes the environment as well as the
memory to change. Figure 1 shows how individuals start with recognition and search for
alternatives. The diagram also shows that learning is a continuous closed loop.

Figure 1. — Instance Based Learning Theory from Gonzalez et al. (2003)
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The entrepreneurs’ prior knowledge, and biases and heuristics play a vital role in the recognition
of opportunities, and in the decision as to whether or not to exploit those opportunities (Shane &
Venkataraman, 2000). These biases, heuristics, and prior knowledge are affected by the
particular situation within which the entrepreneur is making the decision, the type of learning the
entrepreneur has been exposed to, as well as the speed with which the entrepreneur is able to
learn about the given situation. In order to better describe the role of learning and
entrepreneurial decision-making we propose the following model (Figure 2).

Figure 2. Entrepreneurial Decision Making

SITUATION
LEARNING SPEED

PRIOR KENOWLEDGE

RECOGMNITICH:

BIASES f HUERISTICS
3. Acquiring skills and knowledge

In order to better understand how individuals acquire skills and knowledge, and what educators
can do to improve this knowledge acquisition, we make the following assumptions about
learning, based on the work of Reigeluth (1983)

1. Learning is a natural, human activity.

2. The unit of analysis for learning effectiveness is an individual human learner.

3. Learners are rational.
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3.1 Perspectives on learning
There are basically two perspectives in the literature on learning theory. The atomistic
perspective is characterized by very specific and discrete conditions, methods, and outcomes;



that typically focuses assessment on individual learners. The integrated perspective on the other
hand views learning as a collaborative effort of a society with common goals (Spector, et al.,
2001). We are therefore more interested in the integrated perspective as by its very nature, it is
more suited to the conditions one finds in the field of entrepreneurship. As is discussed earlier,
individuals learn not only formally, but also informally from their networks; and different
individuals learn differently, and are skilled in different tasks.

3.2 Learning speed
Researchers have proposed various opinions on the study of functions of learning time. Carroll
(1963) suggested that subjects would be more skilled in the areas they were learning when the
ratio of the amount of time they were actually engaged in learning the subjects to the amount of
time needed was increased. The equation he proposed to define the model of school learning
was:

Learning = F (time actually spent/time needed)
Time needed in the equation above was dependent on the quality of instruction available and the
opportunity and learning ability of each subject (Hwang, Chang & Chen 2004).

This was followed by the exponential learning model proposed by Johnston and Aldridge (1985).
This model proposes that learning effect is expressed in a form of continuously changing amount
that would grow exponentially as the amount of the learning time increases, and hence the more
learning time the subjects spend, the better will be the learning effects. The following equation
defines the exponential learning model:

L=100(1-e )
Where L = learning effects; t = time; t0 = time spent in the specific area before beginning to
learn it; k = (cm); where c stands for ability and m stands for motivation; and e is the logarithm.

_k (t+to)

Karweit (1985) on the other hand pointed out that most researchers hypothesized that the
learning effects would be the same for each additional unit of time added to the learning time
(constant learning speed during the learning process) and proposed that learning effect varied
depending on different subject and situations even if the learning time spent was equal (Karweit,
1985; Hwang, Chang & Chen, 2004). Karweit proposed the following equation to describe the
relationship of learning effect and learning speed.

L(t) = Lo + Jo'R(t)dt
L0 = the prior learning effect; R (t) = the learning rate at time t; L (t) = the accumulated learning
effect after leaning for the time length t.

This equation shows that the relationship of the learning speed and learning effect is not linear
and researchers need to concentrate on the change of learning speed during the learning process.

Proposition 1: Students (potential entrepreneurs) who are trained to increase their learning
speeds will be in a better position to cope with the constantly changing environment that they
will face once they are entrepreneurs.

3.3 Learning speed acceleration
Research done by Hwang, Chang & Chen (2004) found that the learning speed did not remain
constant, but changed over time due to what they termed as positive and negative dynamics.



They proposed that when the net value of the positive and negative dynamics is positive, the
individual’s learning speed would increase, while if the sum of the positive and negative
dynamics were less than zero, the learning speed would decrease.

Figure 3. Learning Speed Curve — from Hwang, Chang & Chen (2004)
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The figure above shows how the learning speed of an individual decreases with time. In order to
stop this decline in learning speed, Hwang, Chang & Chen (2004) found it necessary to increase
the number of positive dynamics into the learning process. One way they found of doing this was
to add awarding or inspiring activities like assessments or competitions. Figure 3 shows the
effects of an increased learning speed after the researchers implemented a competition'.

Figure 4. Effect of Introduction of Competitive Learning Activities on Learning Speed — from
Hwang, Chang & Chen (2004)
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Proposition 2: Students (potential entrepreneurs) will acquire relevant knowledge more quickly
when they are engaged in competitive learning situations.

4. Conclusion

Entrepreneurs make choices that are characterized by multiple, interdependent, and real-time
decisions, occurring in environments that change not only independently but also as a function of
the actions taken by them. One of the key components for entrepreneurial success is the ability
to recognize and exploit opportunities. Moreover, learning theory research suggests that
entrepreneurs with industry and/or start up experience who have acquired domain specific
knowledge are more likely to be successful at opportunity recognition and exploitation.

"In the study, a learning competition was employed wherein the researchers announced that the first three learners who found the
three mistakes purposely arranged in the materials would be awarded prizes (Hwang, Chang & Chen, 2004).
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ABSTRACT

Colleges and universities throughout the world are preparing undergraduate and graduate
students with knowledge, skills and abilities to enter the 21% century knowledge and
information economy. Project-based learning (PBL) is becoming an important
educational approach to help faculty improve student outcomes. Experiential learning
theory provides the conceptual foundations for PBL courses designed to encourage
student engagement with business, non-profit, and government organizations. Many
academic disciplines including science, engineering, arts, medicine, law, social sciences,
and business and entrepreneurship education use PBL.

We provide suggestions for assisting faculty to learn how to teach PBL courses through a
description of a faculty PBL boot camp with its subject matter and desired outcomes. In
conclusion, this paper provides theory and practice to help faculty better understand the
promise and potential of PBL to provide many benefits for students, faculty, colleges, and
communities.

Keywords: entrepreneurial university, experiential learning environment, project-based
learning

EXECUTIVE SUMMARY

Project-based learning helps students integrate formal knowledge with work experience.
Colleges and universities throughout the world are preparing undergraduate and graduate
students with knowledge, skills and abilities to enter the 21% century knowledge and
information economy. Project-based learning (PBL) is becoming an important
educational approach to help faculty improve student outcomes. Experiential learning
theory provides the conceptual foundations for PBL courses designed to encourage
student engagement with business, non-profit, and government organizations. PBL
approaches are used in many academic disciplines including science, engineering, arts,
medicine, law, social sciences, and business and entrepreneurship education.

We provide suggestions for assisting faculty to learn how to teach PBL courses through a
description of a faculty PBL boot camp with its subject matter and desired outcomes. In
PBL, students integrate their textbook and course learning with actual projects and



discover how to use their newfound knowledge, skills, and abilities to make a difference.
In conclusion, this paper provides theory and practice to help faculty better understand
the promise and potential of PBL to provide many benefits for students, faculty, colleges,
and communities.
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ACADEMIC ABSTRACT
This study examines how participative decision making and generational ownership dispersion
affect conflict in family firms. Participative decision making was found to be associated with
cognitive and relationship conflict. Furthermore, the relationship between participative decision
making and conflict as individual-level variables was moderated by generational ownership
dispersion as firm-level variables. When ownership was dispersed through multiple generations,
participative decision making was found to be positively related to cognitive and relationship
conflict, but in one- and two-generational ownership firms those same relationships were found
to be negative.
EXECUTIVE SUMMARY

Recent research has discussed how family firms need to encourage beneficial conflict that
increases options and improves the quality of decisions while preventing dysfunctional conflict
that hurts relationships (Kellermanns & Eddleston, 2004). Our study examined both types of
conflict and how they are affected by participative decision making. Results from our study show
that participative decision making is related to beneficial and dysfunctional conflict, but the
relationships are complex and contradictory. The study showed that in one- and two-generational
firms, increasing participative decision making decreases both types of conflict, the detrimental
as well as the beneficial. These effects were reversed in multigenerational firms: increasing
participative decision making increases beneficial but also detrimental conflict. Our study helps
explain why managing conflict is difficult in family firms, and assists family firm owners and
managers in anticipating and preparing for beneficial as well as detrimental outcomes from their
decision making and conflict management activities.

INTRODUCTION

The dominant presence of the family, with the commingling of business and family roles,
makes family firms a fertile field for conflict (Harvey & Evans, 1994). While some conflict can
be beneficial, such as when it increases options, prevents premature consensus and improves the
quality of decisions, other conflict can damage the harmony and relationships of family members
in the family firm (Kellermanns & Eddleston, 2004). Furthermore, conflict is complex in family
firms due to the presence of a generational shadow; that is, the prior generation’s excessive
involvement in the family firm can cause social disruptions (Davis & Harveston, 1999; Harvey
& Evans, 1994) and stifle the modernizing of organizational objectives and strategies (Handler,
1992). Much of the research that discusses conflict in family firms often focuses on family



participation as a root cause of conflict. For example, the continued interference of the founding
generation on later generation family firms has been found to increase conflict (Davis &
Harveston, 1999). In contrast, firms where ownership is dispersed through multiple generations,
different interests of the individual fractions of the family are likely to have more divergent
perspectives and desires and thus create the potential for significant amounts of conflict in family
firms (Gersick, Davis, Hampton, & Lansberg, 1997). However, to date no study has examined
how the level of participation in decision making affects individual level conflict in family firms,
or how this relationship between participation and conflict at the individual level of analysis may
vary depending by cross-level influences like generational ownership dispersion in the family
firm.

This study attempts to fill this gap in the literature by employing a multilevel design.
Multilevel theory and methods support the modeling and analysis of effects of higher-level
variables on relationships between lower-level variables (e.g., the effect of a firm’s management
concentration and generational ownership dispersion on the relationship between an individual’s
perceptions of participative decision making and conflict). Multilevel methods provide a number
of statistics that help researchers judge the significance and meaningfulness of these effects,
including the parsing of explained variance across levels of analysis and the extent of between-
group variance in lower-level relationships.

Family firm research has tended to focus on conflict at the individual or organizational
level. For example, research often examines how relationships between individuals, such as
siblings (i.e., Friedman, 1991; Taylor & Norris, 2000) or between founder and successor (i.e.,
Cabrera-Suarez, Saa-Perez, & Almeida, 2001; Handler, 1992) can influence rivalries and
conflict. Other research has looked at how the generation of the business affects conflict in the
firm (Davis & Harveston, 1999; Kets de Vries, 1993). What is missing is a study that considers
how individual processes associated with family firm participation and conflict can be explained
in terms of the organization-level variable generational ownership dispersion. A multilevel
design will contribute to our understanding of conflict in the family firm by testing not only the
relationship between participative decision making and conflict, but also the degree to which
generational ownership dispersion both directly affects the level of conflict as well as moderates
the relationship between participative decisions making and the two types of conflict. The
multilevel data analysis approach provides a more detailed perspective of the underlying
processes, which can in turn help explain inconsistencies in the literature regarding how
generational involvement influences conflict (see Davis & Harveston, 1999).

Our complete multilevel research model for our study is depicted in Figure 1. It shows
both the individual- and organization-level variables and controls. We will describe both levels
of analysis in more detail in the subsequent sections.
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HYPOTHESES
The Level-1 Models: Participative Decision making and Conflict
In the level-1 models, we argue the following individual level relationships:

HYPOTHESIS 1: Participative decision making is positively related to cognitive conflict.
HYPOTHESIS 2: Participative decision making is negatively related to relationship conflict.



The Level-2 Model: Generational Ownership Dispersion

The level-2 model will explore both a direct cross-level effect on the two types of conflict
and the extent to which the relationship between participative decision making and conflict is
moderated by the firm-level variable. In other words, while the individual level hypotheses
outlined above will be tested with N = 86 sample size, the second level model investigates the
effects of firm level generational ownership dispersion with a sample size of N = 37. As such,
our cross-level models investigate the influence of firm-level influences on the individual
perceptions of conflict.

HyPOTHESIS 3.1: Generational ownership dispersion (firm level) will exhibit a direct cross-level
relationship with cognitive conflict (individual level).

HypoTHESIS 3.2: The relationship between participative decision making and cognitive conflict
will be moderated by generational ownership dispersion (firm level).

HYPOTHESIS 4.1: Generational ownership dispersion (firm level) will exhibit a direct cross-level
relationship with relationship conflict (individual level).

HyYPOTHESIS 4.2: The relationship between participative decision making and relationship conflict
(individual level) will be moderated by generational ownership dispersion (firm level).

METHOD SECTION

Sample

We collected the data for this study via questionnaire surveys. A mailing list of 232
privately held firms was obtained by two family business centers of major universities in the
Northeastern USA. Our final sample included 86 individuals from 37 family firms. In order to
address potential concerns about the sample size, we used a 95% confidence interval test to
assess the adequacy of the sample size following guidelines in Steiger (2004) and Hoenig and
Heisey (2001). These tests supported the adequacy of our sample size.

Measures

All constructs were measured on a 7-point Likert scale anchored by “strongly disagree”
to “strongly agree” unless otherwise noted. We used age, gender and organizational tenure as
control variables in the individual-level model.

Individual Level Variables

We measured participative decision making by adapting three items by Thomas and
McDaniel Jr. (1990) which were based on the work of Duncan (1973; 1974). The items
displayed good reliability (i.e., o = .80), and included items such as: “Decision making in our
family is participative” and “Decision making in our family is interactive.”

Relationship conflict and cognitive conflict were measured by adapting three-item
scales developed by Jehn (1995; 2001). Both constructs showed good reliabilities (i.e., a = .93,
.88, respectively). To assess the degree of cognitive conflict, we asked the following questions:
“We often have disagreements within our family firm about the tasks we are working on,” “We
often have conflicting opinions about the projects we are working on in our family” and “We
often have conflicting opinions within our family firm about the future strategy.” Relationship
conflict was measured with “There is much relationship conflict in our family,” “People often
get angry while working in our family firm,” and “There is much emotional conflict in our
family firm.”



Organizational Level Variables

We measured generational ownership dispersion by asking: “In our family firm, the
ownership is concentrated within how many generations” and provided “One generation”, “Two
generations,” and “Multiple generations” as potential choices. We further utilized management
concentration as a firm-level control variable, which was measured by the question:
“Management control of the company is concentrated in the hands of.” The item was measured
by a 7-point Likert scale anchored by “one family member” and “several family members.”
Adding management concentration allowed us to test whether generational effects were due to
generational dispersion versus an increase in the number of managers that could occur in
multiple generation firms.

Analysis

OLS regression was used to assess the relationships among the control, participative
decision making, and conflict variables. Following suggestions in Cohen and Cohen (1993), the
effect of control variables was measured in two steps of a “stepwise” regression. The first step
involved the addition of the set of level-1 control variables (i.e., age, gender, and tenure), while
the second step involved the addition of the level-1 predictor variable (i.e., openness of decision
making). The “controlled” effect of the predictor variables was assessed by subtracting the
adjusted R? value from the first step from that of the second (i.e., A adjusted R%). We found from
the OLS regressions that the level-1 control variables are not meaningfully related to cognitive or
relationship conflict, so those control variables were not used in later hierarchical linear
modeling in order to simplify the analysis and interpretation of results. The OLS regressions also
showed that perceived participative decision making is meaningfully associated with cognitive
and relationship conflict when age, gender, and tenure are controlled ( i.e., A adjusted R = .13
and .18, respectively). These results provide preliminary support for Hypotheses 1 and 2.

We need to note that the One-Way ANOVA and OLS regression tests did not assess the
extent to which generational ownership dispersion as a level-2 variable affects the relationship
between participative decision making and the two types of conflict. Those effects were tested
using hierarchical linear modeling, which will be described next.

Hierarchical Linear Modeling Analysis

Multilevel relationships were analyzed via hierarchical linear modeling (Raudenbush &
Bryk, 2002) using the software package “HLM for Windows,” version 6.02a. Five models were
constructed for each level-1 dependent variable: Models A1 — A5 used cognitive conflict as the
dependent variable (see Table 1), while Models B1-B5 used relationship conflict (Table omitted
in the proceeding). The first models (i.e., Al) consisted of the dependent variable but no
independent variables. These “unconditional means” models provided a baseline from which to
measure the significance and meaningfulness of their respective subsequent models. The second
models (i.e., A2) added the level-1 independent variable (i.e., participative decision making) to
assess the relationship between conflict and participative decision making. Again, level-1 control
variables (i.e., age, gender, and tenure) were not included in any of the hierarchical linear models
because the previous OLS regression analyses showed they were not meaningfully associated
with the conflict variables. Eliminating these control variables not only facilitated the creation of
parsimonious yet meaningful models, but also simplified analytical procedures and the
interpretation of their results. The third models (i.e., A3) added the level-2 independent variables
(i.e., management concentration, two- and three-generation ownership dummy variables) to



assess their “direct” effects on the level-1 intercept, foo. The results of these models will be
compared against their predecessors (i.e., A2). Since models A2 and B2 contain participative
decision making as the level-1 predictor, the effects of this variable have been “controlled” in the
assessment of direct level-2 effects measured in models A3 and B3. The fourth models (i.e., A4)
added the level-2 independent variables as predictors of the level-1 coefficient of participative
decision making, fo;. In this way the fourth models tested the moderating effects of the level-2
independent variables on the relationship between participative decision making and the two
types of conflict. The fifth models (i.e., AS) were “final” models that eliminated non-significant
variables from the previous models to provide simpler but nonetheless meaningful models for
addressing research questions posed in the paper (Singer & Willett, 2003).

All models used full maximum likelihood estimation and grand-mean centering. This
approach generated deviance values measuring the fit of the entire model, and allowed goodness-
of-fit comparisons of nested models using ° tests (Singer & Willett, 2003). For an example of
the HLM analyses, see Table 1.
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Place Table 1 about here.
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DISCUSSION

The purpose of the study was to assess the extent to which generational ownership
dispersion at the firm level in family firms is related to perceptions about conflict and
participative decision making and their interrelationships at the individual level of analysis. In
particular, the study sought to evaluate how generational ownership dispersion moderates the
relationship between participative decision making and cognitive and relationship conflict.

Our first hypothesis, which argued that participative decision making was positively
related to cognitive conflict, was not supported. Instead, higher levels of participative decision
making decreased cognitive conflict significantly. Our second hypothesis, which argued that
participative decision making is related to relationship conflict, was supported.

In addition, our study also showed the complexity of those relationships in the context of
generational ownership dispersion. The study produced equivocal results regarding Hypotheses
3.1 and 4.1, which argued that generational ownership dispersion had a direct cross-level effect
on the relationships between conflict and participative decision making. Models A3 and B3
failed to show significant direct effects, suggesting that these effects are probably not meaningful
predictors of conflict between firms with differing levels of generational ownership dispersion.

However, our tests of Hypotheses 3.2 and 4.2, which argued that generational ownership
dispersion moderates the relationship between participative decision making and conflict,
showed marked differences in the nature of those relationships between firms with
multigenerational ownership dispersion versus one- and two-generational ownership dispersion.
The tests also showed these differences were not related to a decrease in management
concentration, which might be expected with increasing generational ownership dispersion.

Our study suggests if participative decision making is increased, particular emphasis has
to be placed on the encouragement of cognitive conflict to overcome group think (Janis, 1982;
Park, 2000), while relationship conflict is decreasing. However, the opposite advice applied to
multigenerational ownership dispersion firms since higher participative decision making creates
higher detrimental relationship conflict, but also higher beneficial cognitive conflict. Here,
measures need to be taken to curtail the negative form of conflict while harnessing the positive
side. These findings also reinforce the common complaint that cognitive and relationship conflict



often share common antecedents (Simons & Peterson, 2000). While the results from our study
support the contention that cognitive and relationship conflict have a common antecedent in
participative decision making, our study also shows that the nature of that relationship varies
dramatically across multigenerational versus one- and two-generational ownership firms.

These findings also highlight the aforementioned problem with both types of conflict
often occurring simultaneously. Indeed, with higher levels of cognitive and relationship conflict
being observed in multigenerational firms with stable participative decision making, the
management of conflict in multigenerational firms is both crucial and complex. Indeed, Gersick
et al. (1997) suggested that such firms are particularly prone to disruptive influences and that this
can eventually threaten the survival of the firm.

Conclusion

Results from our research showed several ways in which multilevel theory and methods
are applicable tools for modeling and analyzing the relationships in family firms. Multilevel
modeling was shown to explain more total variance than OLS regression because it can
incorporate variables from multiple levels of analysis. Though such gains in variance explained
are not unexpected, the depth and rigor of analysis provided by multilevel methods may be
surprising to those unfamiliar with this type of research. We encourage further family firm
research to further explore multilevel relationships in order to better understand the underlying
complexities in family firms.
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Table 1. HLM Estimates for Cognitive Conflict versus Participative Decision Making *

Variables (Coefficients)

| Model Al | Model A2 | Model A3 | Model A4 | Model A5

Level-1 Intercept and Independent Variables

Intercept (%0) 2.872%** 2.876%** 2.864%** 2.900%** 2.920%**
(:200) (.173) (.162) (.166) (.166)
Participative Decision Making (%10) -0.338** -0.329* -0.335%* -0.316%*
(.126) (.138) (.114) (.110)
Direct Effects on Level-1 Intercept S
Management Concentration (%) 0.000 -0.083
(.117) (.123)
Two-Generational Ownership (7,) 0.376 0.385
(:391) (.361)
Multigenerational Ownership (3) 1.312%** 1.798%** 1.600**
(:298) (.486) (.467)
Moderating Effects on Level-1 Independent Variable Slope f#y, (Participative Decision making)
Management Concentration () 0.1147
(.100)
Two-Generational Ownership (712) -0.110
(:273)
Multigenerational Ownership (713) 0.869%* 1.000**
(.341) (:327)
Total Variance Explained and Goodness-of-fit
Total variance explained N/A 15 23 31 28
Deviance 297.37 289.48 283.20 272.88 275.08
Number of parameters 3 4 7 10 6
A Deviance from previous model -7.89%* -6.28 -10.32* N/A
A Deviance from Model 2 -14.40%%*

* N = 86 at individual level; N = 37 at firm level. Unstandardized coefficient estimates and robust standard errors (in

parentheses) reported.

® Total variance explained calculated from a method in Snijders and Bosker (1999).

*

Tp<.00l  Tp<.0l  p<.05
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Abstract:

Current thinking about economic development in Indian Country focuses on challenges in
implementing successful models from the outside in a location considered deficient in the
cultural, social, financial, and human preconditions necessary for growing jobs and businesses.
Our research counters this perception in three ways. First, many successful entrepreneurs live in
Indian Country. Second, Indian country abounds in unacknowledged and assets often overlooked
by traditional approaches to job and business development. Third, many Native people define
wealth in non monetary ways suggesting that successful must be measured by the indicators that
matter most to the people involved.

Executive Summary

The need to address persistent poverty on Indian Reservations has elevated the topic of economic
development in Indian Country on many policy agendas. Current trends pushing this agenda
include: the current and future impact of welfare reform on low-income Indian people, the rise of
regional economies as the arena for development initiatives, the creation of Federal economic
incentives for investment in communities with persistent poverty, and the success of specific
strategies such as gaming in bringing new money to reservation communities. Indeed, recent
successes in creating jobs and wealth as well as in reducing the number of people dependent on
welfare demonstrate the potential for transforming what is often described as landscapes of loss
(Nothdurft, 2002) to landscapes of opportunity (Cornell and Kalt, undated). In this paper we
make the case that both economic development and support for generating entrepreneurship can
lead to successful alternative economies. Using results from four research efforts, we examine
how these landscapes are transforming. Applying the community capitals framework, we see
how successful efforts impact the community. Not only do we see that Native American
business owners and their communities define success differently, we also see that tribal customs
and resources lead to different economic development strategies. So what? Reservations are
places with great potential for growth. Indeed, many enterprises thrive in these locations today.
Local and regional economic development groups can successfully partner with tribes in regional
economic development efforts when they focus on the assets on reservations, the cultural
understanding of success, and importance of sovereignty.
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Open Source Knowledge Network of Core Business Practices for Small Business: Why
Pay for Gold When Copper Will Do?

Academic Abstract
Most business theory and research is for corporate enterprise. Open source models of
knowledge management and communities of practice drive “democratisation of knowledge”,
(one of the primary trends of the “emergent internet” or “Web 2.0”), a mechanism that can
make that body of knowledge available to SMEs. The challenge is in sorting out that which
is acceptable, applicable and achievable for small business, or which can be transformed to
meet those criteria. The technical infrastructure for one such community includes sixteen
rules for the transformation of knowledge into small business form, derived from published

papers, general theory, and practice.



Open Source Knowledge Network of Core Business Practices for Small Business: Why
Pay for Gold When Copper Will Do?

Executive Summary

Most best practices theory and research has been for the corporate enterprise. This
body of knowledge has delivered limited value to SMEs. This area has had less attention due
to the lack of commercial return. The emergence of open source models of knowledge
management and communities of practice (which is being called “Web 2.0”) provide a
mechanism to make that body of knowledge available to SMEs in a useful form.

The challenge is in sorting out that which is acceptable, applicable and achievable for
small business, or which can be transformed to meet those criteria. The authors have created
a public-domain repository of simplified process, dedicated to the political cause of
“democratisation of knowledge”, including an instance designed for small business: a place
where small businesses can find free simple documentation of the practices necessary to run a
business, and a community of support in applying them.

The technical infrastructure includes sixteen rules for the transformation of
knowledge into small business form, derived from published papers, general theory, and
experience. The Web 2.0 trend is for the Internet to go “back to its roots” and support the
free public dissemination of knowledge. We can take advantage of that trend by using the
transformation rules described in this paper to sift through the corporate body of business
knowledge to find those practices which are useful to small business and then publish them to
the world.

So what? This information will be especially useful to struggling organizations if we
give them the basics they need, especially the resource-constrained and start-ups (who need
to focus resource on a few critical areas). They do not need to pay for gold when copper will

do.



Introduction

Most best practices theory and research has been for corporate enterprise. This body of
knowledge limited value to SMEs. There are special techniques: for example Value Chain
Analysis, Balanced Scorecard, Theory of Constraints; and more general frameworks such as
Prince2 and ITIL; and of course many other examples from HR, finance, operations and other
disciplines. Applying these ideas to SMEs has had less attention due to the lack of

commercial return.

Commentators (Arrington 2006, Hinchcliffe 2006) note an emergent new Internet which is
being called “Web 2.0”. While Web 2.0 is based on some new technologies which need not
concern us here, Web 2.0 is as much about emergent behaviour - new styles of website.
These are characterised by getting back to the “roots” of the Internet, to the original set of
values, including (Korn, 2006):

e openness (read: free, public domain, open source, “niceness”)

e user participation, interaction and contribution: a move from the Cathedral to

the Bazaar model of open source (Berry 2005)
e micro-payments (there is of course still some commercial activity)
e self-organisation (social bookmarking, ratings/voting, aggregation/syndication,

tag clouds, search engines, page-rank)

The emergence of open source models of knowledge management and communities of
practice provide a mechanism to make that body of knowledge available to SMEs. By
leveraging knowledge which is already in the public domain; using the energy of the user

community, public servants, and volunteers; and taking advantage of very low cost internet



hosting'; we can publish open information useful to those who would otherwise not get
access to it. This information will be especially useful to struggling organisations to give
them the basics they need, especially the resource-constrained (which includes most small
businesses, many public organisations, and many from developing nations); and start-ups

(who need to focus resource on a few critical areas).

Approach
This is a case of action research. The authors have created and are proposing a public-domain
repository of simplified process, dedicated to the political cause of “democratisation of
knowledge” called Core practice or CoPr (“copper”) at www.corepractice.org; an instance
designed for small business: a website where small businesses can find free simple
documentation of the practices necessary to run a business, and a community of support in

applying them.

The community aspect that is so strongly supported by the emergent Web 2.0 paradigm is one
that is very important to some small business owner-managers seeking assistance. ‘“[for one
group] ...assistance has far broader connotations that go beyond information into the realms
of advice, support, reassurance, clarification(i.e. suggesting that interactions based solely on
the transfer of a product, piece of information or service are not only what SME owner-
managers want, or need)” (Lewis, Massey, Ashby, Coetzer, Harris, 2005). This aspect will

be a critical success factor for the website. It will be examined in another paper.

The website provide documentation of the minimal set of essential business practices. We

propose SMEs adopting the practices devote an hour per involved person per week to work

' All software is available as open source. Servers and all the services to manage them are available for US$20

per month or less. Domain names can be registered for as little as US$10 per year.



on implementing new practices. For many SMEs, this will be one person — the
owner/manager. We may not get even that much time. Implementing all the basic practices
to an initial level of maturity might take two years. In the event that they stay with it, some
will have spent 12 working days total, about the bare minimum for a process assessment in a

large corporate organisation.

So a purist approach is impractical. The set of practices is a blunt instrument, but not for
beating them about the head with what they should be doing in a perfect world. It is a
pragmatic list of practices that are comprehensible, acceptable and achievable to make
processes safe, reliable and useful for people who don’t care, don’t understand and don’t

mind taking risks.

We can populate much of the content using information already in the public domain. There
are some good sources including the World Bank?, the US SBA®, and others*, and a number
of specialist sources’ aimed at one aspect of small business. However much of the available
intellectual property that could be useful is geared towards corporates or large government
organisations®.  The challenge (in either case) is in sorting out that which is acceptable,
applicable and achievable for small business, or which can be transformed to meet those

criteria.

2 www.smetoolkit.org

3 http://www.sba.gov/

* E.g. http://www.score.org, http://www.biz.org.nz

> E.g. Management, marketing, legal
http://www.themanager.org/Knowledgebase/SmallBusiness/index.htm

Software development http://www.sei.cmu.edu/ttp/publications/toolkit/index.html

IT operations www.becta.org.uk/tsas/

IT technology http://itresearch.forbes.com/rlist/orgtypegrp/ALL/Small-to-Medium-Sized-
Businesses.html

e-commerce http://strategis.ic.gc.ca/epic/internet/inee-ef.nsf/en/h ee00165e.html

® E.g. http://www.ogc.gov.uk/




The technical infrastructure used in developing the content of the website (the practices)
includes sixteen rules for the transformation of knowledge into small business form, derived
from published papers, general theory, and experience. It is an Alice in Wonderland exercise.
Things that are small up in the corporate world get huge in small business. Things that loom
large up there just disappear in SMEs. Nothing is quite what it seems. And very little makes

sense by the old frame of reference.

Differences To Manage

We focus on small business, defined by the NZ government (Ministry of Economic
Development 2005) as those with less than 20 employees, which internationally is more

3

likely to be seen as micro business. “...there were significant differences in the adoption of
[world-class] practice depending on size... Moreover differences were stronger between
micro and small, rather than between small and medium companies. This an important
finding is that even within the SME category, the cut-off point for size is around 20

employees, rather than the 200 or 500 mark often used to define the SME” (Cagliano,

Blackmon, Voss 2001).

These organisations have some special characteristics. When we shift from a corporate to a
SME perspective, things get weird (to a large-organisation person). What was small now
looms large. What matters to corporates is now irrelevant. Some differences are outlined
below.

Owner/managers

Foremost is that most are managed by their owners, who are generally “amateur” managers.
Risks

SMEs take daily risks that would appal corporate managers. This stems in part from the

entrepreneurial nature of the managers, but more from necessity: there simply are not the



resources to devote to risk mitigation. Telling a small business owner that they should
address a particular risk is like telling a wartime bomber pilot to give up smoking.

Strategy and planning

The lack of strategy and planning is amazing to those used to the corporate world. “The root
cause of either small business failure or poor performance is almost invariably a lack of
management attention to strategic issues” (Jennings and Beaver 1997). Some
owner/managers are not even aware of the deficiency; others just have more pressing
priorities. “SMEs are likely only to undertake formal planning when faced with some major
change or crisis.” (Frizelle, 2001)

Process

One reason small businesses do not plan much is the competitive advantage of being flexible
and nimble. “Recent research has shown that clear links between an organisation’s approach
to strategic planning and its business performance exist in small as well as large
organisations... However these findings leave SMEs in particular with the challenge of
matching the requirement for an improved strategic planning processes [sic] with the
competitive advantage associated with being a ‘simple’ and highly responsive organisation”

(Anderson Cobbold and Laurie 2001).

“Formal planning among successful entrepreneurs was rare, at least in the early stages of
their business development. ..... their greatest contribution to their business venture was the
ability to provide vision and focus.” (Mazzarol 2002). Not only are many small businesses
culturally opposed to process (“red tape”), but it actively undermines one of their key

competitive differentiators over their larger competitors: agility.



Sources of assistance
SME owner/managers listen to accountants, customers and peers, not consultants. One
survey reported 83% of sellers getting small business customers thru referrals (Campbell
2005). In a Canadian government survey “When asked to rate various information sources in
terms of their importance to their business as a source of business information, [small]
business managers pointed most often, by far, to ‘informal’ sources — their clients, suppliers
and colleagues:

. 86% identified clients as important (most say very important)

. 73% suppliers

. 56% business managers and colleagues

“Business managers were divided in terms of the importance of three other potential sources
— banks and other financial institutions, industry or trade associations, and the media.
Approximately equal numbers view these as important and unimportant. For all other
potential information sources, more people gave low ratings than high ones. Private sector

consultants ranked lowest.” (Compas 2001).

A New Zealand survey found differently (Lewis, Ashby, Coetzer, Harris, Massey 2005). In
terms of both usefulness and significance, the top five sources of business assistance were
accountants, banks, seminars/training, family and lawyers (the order differed for usefulness
and significance). The survey agreed that employees and suppliers ranked fairly well, and

government agencies and academia ranked low.

Perhaps the difference is a question of context; whether the assistance is tactical or strategic.

Mazzarol and Reboud concluded that “entrepreneurs from small firms will therefore be more



likely to rely upon market signals from leading customers, and informal market intelligence
when making future investment decisions ...” (Mazzarol and Reboud 2005).

Village culture

Organisational structures tend to be informal and dynamic (Ghobadian and Gallear 1997).
Communications are equally informal and ad-hoc. People sit together and eat together.
Decisions are more consensual (people have to get along). In comparison, corporate culture
looks more like city culture - impersonal, hustling and abrasive - and small business people
tend to take the same view of it that rural people take of the city.

Specialists

Knowledge tends to be “broad and shallow”. Few have the luxury of specialising except in
critical operational areas that differentiate the company. If we ask an organisation to spend
5% on a new process, e.g. quality management: in a large organisation that means allocating
5% of the people; in a small organisation that means 5% of the existing staff’s time. Those
people will not be able to apply themselves totally to making a study of the new discipline.
They will find an hour or two a week for it.

Tribes

There are several rules-of-thumb of group dynamics that say a group of people will split into
two when it reaches somewhere between 20 and 100 people depending on the theory. A
small business of less than 20 people does not usually suffer from “us and them” — at least it

does not need to.

What small businesses care about

Large corporate firms could be broadly characterised as caring about profit, market-share and
risk-control; and government characterised as pursuing policy compliance, public service and

allocation of funds. What do small businesses care about?
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Costs

Small businesses are typically chronically short of time and money. Contrary to popular
belief, SMEs are in many ways quite in-efficient, because of the lack of economies of scale
and the lack of specialisation and process optimisation.

They make up for it by minimising costs in general and waste in particular (it is the owner’s
money), and by doing entirely without some processes (see Risk).

Growth

Small businesses are often characterised as being happy just the way they are but this is
generally not so. In the same Canadian survey (Compas 2001), “88% said that growth or
expansion over the next few years was important to their business (55% said very
important)”.

Survival

Small businesses typically operate on narrow margins and low cash reserves. They lack the
diversity and momentum of larger businesses. They are tossed about on the seas of change,

and often are completely absorbed in just staying afloat.

Core Practice
Much of the available corporate business knowledge is characterised as “best practice”
(although in many cases this would be better described as “generally accepted practice”).
What does best practice mean to small businesses? Often: not much. Small businesses are
more expedient; they are looking for core practice, the “copper answer not the gold one”,

especially in non-strategic areas of the business.

Not everyone can afford or wants best practice. We fully support best practices for those

organisations that have the commitment and resources and reason to adopt best practice. For
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those who do not, something more pragmatic is required, which can be distilled from best
practice as well as from legislative requirements and other sources. For these organisations

there is Core Practice: “If you do nothing else, do these things.”

Core Practice is called CoPr, pronounced "copper". Why copper? Well, because that is how
the acronym sounds, obviously. But also because it isn't gold. For organisations that want the
gold version, there are plenty of suppliers who will sell the gold version. The copper version

is nearly as pretty and has all the same properties (near enough), but for a lot less cost.

Best Practice has become something of a sacred cow in business. It is taken as a given that
organisations want to achieve best practice in everything they do and an organisation that
doesn't is somehow less worthy than those that do. This should not be the case. Pursuing Best
Practice is a strategic decision, which should be taken when there is an agreed ROI (tangible

or intangible) for the resource investment required to get there.

"Decision" implies there are options: to do it or not. So what is the alternative to Best
Practice? Searching the Web will yield some talk of “minimum standards” or similar
concepts. These are of two kinds: meeting legislative and other obligations/requirements, and
not failing. But there is usually a negative connotation around these, and there isn't the

systematic approach that there is to the concepts of Best Practice.

Core Practice is the strategic decision to minimise cost in a discipline of the enterprise by

implementing practices sufficient to (a) meet obligations and (b) to make processes work to a

standard sufficient that risk (to the organisation and to people in its care) is reduced to some
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acceptable level. For any practice to work for small business it needs to be three things: they
need to be achievable, applicable and acceptable.
Achievable
Small businesses do not have the resources to implement best practice everywhere. A
misguided pursuit of best practice can wipe out a business by diverting essential funds and
distracting key people. Best practice is only useful to SMEs where they are:
. Highly competitive industries that differentiate on quality. The classic
example is of course the motor vehicle manufacturers, the origin of a lot of the
theory of Best Practice.
. Using complex processes that need improvement: where existing processes are
as extensive as Best Practice ones, but sub-optimal in design. They may never have
been designed but rather grew organically. Re-engineering them will bring
efficiencies that pay for the effort.
. Service providers who deal in life and health: medicine makers, medical
centres, rescue services, social welfare. Even in this instance, it is the core services
that must be delivered to Best Practice. Many of these organisations are chronically
under-resourced and so something other than best practice should always be a
considered option for ancillary and supporting processes.
. Providers to clients or partners, who require compliance to a Best Practice
standard.
. Dangerous or unpopular industries: aerospace, aircraft, nuclear power,
chemical engineering, fuel storage, genetic engineering, explosives. Even in
situations where human life is not endangered the public relations risk of an error is

too high.
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In all other cases, SMEs are generally too resource-constrained and pragmatic to find a

business case for best practices. They should pursue Core Practice.

It may not have escaped your notice that this argument applies to start-ups and resource-
constrained organisations of any size. Very few start-ups are so well funded that their
systems can be anything more than the bare minimum needed to get off the ground. Once the
business has got past the initial cashflow trough and revenue starts to stabilise, only then do
they have the leisure of improving process. They run the risk of destabilising the business
again unless they are careful to work on processes only in domains that will deliver a

sufficient benefit to the business.

Likewise, many organisations know what they would like to be doing but don't have the
resources to do it. Ill-conceived attempts to pursue best practice at this time could destroy the
business rather than helping it.
Applicable
Many documented practices have aspects that are not applicable to SME:s:
. They set out to be comprehensive and end up being large and complex. They
do not scale down.
. They focus on doing things right, and assume continuous improvement. Small
businesses stop at “good enough”.
. There is a plethora of roles. The answer is usually that people take on multiple
roles, but in a small business someone might end up wearing ten hats, which is

ridiculous even when figuratively speaking.
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. They take a lot of time. It is entirely conceivable that a small business will
devote one person for one hour a week to implementing a methodology. What can
be achieved in 50 hours a year?
. They require expensive external consulting.
. The whole concept of “aligning a process with the business” is mystifying to a
small business (see Tribes), except where the process is outsourced to an external
provider.

Acceptable

Small business culture is different. Published practices alienate many small business people:
. Formality is seen to stifle flexibility and creativity. We need to “lighten up”.
. Prescription rather than guidance: “they want an Auntie not a Mum”.
e  Paperwork. Small business people communicate by looking up from their
desk.
. Adversarial nature (formal agreement by negotiation, different roles balancing
opposed agendas ...).
. Management by measurement. Small businesses prefer to manage people on
intuition and feelings.
. Perfectionism over pragmatism. Small business needs to “do it’ll-do”.
. Jargon, biz-speak and verbosity.
. Learning curve: a big body of underpinning theory. Small businesses just
want the answers.
e  Time and money commitment. We need to get real.

. Use of specialist consultants (“suits”).
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. Measurement against benchmarks: a judgemental approach rather than a
supportive one. All small businesses will fall short so they need to be encouraged to
achieve whatever they can.

. The “Goldilocks Principle”: much published guidance either requires too
much time investment for a small business-person (it requires a number of days of
study and/or reading a book), or is too facile to be useful (“10 tips to...”). Very
little is “just right”: hitting the sweet spot of providing enough guidance to be useful
and no more. In particular, core practice — the minimal set — seldom requires any
explanation why and should avoid presenting options.

. Technology centric. This is a particular issue with advice for small businesses
in the IT arena. Almost all of it is fixated on what technology they should have and
how it goes together, rather than looking at business value, process and culture. It is

geeks miscommunicating with entrepreneurs and wondering why nobody listens.

Conclusion: The BSF Common Sense Filter

We have devised a set of sixteen rules for filtering available corporate knowledge so that
whatever comes out the other side is achievable, applicable and acceptable to small business.
We irreverently call it the BSF which we claim stands for “Common Sense Filter”.
Here is how the BSF works.
Pin the BSF cheat sheet (see addendum) just beside your monitor, in your field of
view. Every time you come to a new item, every time you stop to think, every time
you wonder if or how... then scan down the BSF list and ponder if you can make it
simpler, combine it with something else or just leave it out. If it stays in, you need to

justify it in your own head against all sixteen rules.
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Keep a log of questions you are struggling with. Come back to them later and test
them against each BSF rule. Usually one of the rules will clarify the issue for you.

Note the resolution and write BSF as a reference for the criterion you used.

The BSF Rules

1.

No Separation. “The process is the business”

When an organisation is big enough to have a department for a specific
process (HR, IT) then it makes sense for that department to have its own
processes. It is also possible (likely?) that that group will split away from the
business to some degree. In SMEs this is less of a phenomenon. Process is
process with no distinction between a business process and , say, an IT process
(as another example there aren’t both an HR payroll process and a business
payroll process). E.g. of course a help desk will service customers and
suppliers as well as internal IT users — this is a given not an option like it is in
a large organisation (there may be a timeline for taking them on affer internal
users, but it should be an intent and most of all there is no reason for two
helpdesks). More radically: strategy is strategy. No need or justification for a

separate process strategy.

Rationalisation of roles. “foo many chiefs”.

As Johnson and Brodman (1997) found when scaling CMM down “In a small
business, the senior manager is very likely the President or CEO of the
company and, for most practices, is not the appropriate person to carry out the
specified task ...... the need for practices that involve interaction and
coordination between those different levels of management is negated when a

single individual is involved ...... most tasks assigned to management
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positions need not be performed by managers — they could be performed by
an individual on staff or a senior technical individual. The individual,
however, must have authority equivalent to the intended level of management
in order to be able to carry out the stated activity ...... If independence from
[process] is to be achieved for [reviews], it may be achievable in some
organizations only by direct report to the President or CEO, and in some flat
organizations, it may not be achievable at all.”

The BSF says that most management approval and review functions collapse
to the most senior interested manager (i.e. usually the CEO or their delegate)
and/or the person carrying responsibility. Neither the SME culture nor
organisational structure is amenable to process by committee.

Many roles will be held by the same person — make it clear where this is (or
can be) so. Just as importantly, make it clear where they should not be held by
the same person.

Some roles should / can / have to be fulfilled from outside the SME: e.g. audit,
steering committee.

Rationalisation of workload. “cut the red tape”

Referring to Johnson and Brodman (1997) again “the time allotted for reviews
could become disproportionate to the time allotted to development activities if
all reviews were conducted as specified in the CMM ...... Managers in small
organizations and on small projects often perform their management activities
on a part-time basis and are involved in technical activities the remainder of
their time. As a result, the status of the project is known by virtue of daily
work habits, and extensive status reporting requirements are unnecessary......

the frequency of reviews should be such that they do not impact the short life-
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4.

5.

6.

cycle of the project “. More generally, the workload of administering a
process should not exceed - or come close to - the workload of performing the
process.

In addition, the resulting models must not appear to be cumbersome either —

keep the paperwork looking simple.

Evolution over certification. “boosting not bashing”.

“the tailored model should focus on evolution aspects over certification ones.
In fact, small organisations would probably get a very low maturity level .....
they have a dramatic need of guidelines to improve their processes” (Habra et
al). Don’t discourage by measuring against benchmarks — encourage by

advising the way forward and promoting growth.

Top-down thinking. “out of the weeds”

“The tailored model should emphasize the importance for an organization to
define explicitly its objectives in general and those of its ... process[es] in
particular. The model should invite the assessed organization to refine its
objectives into goals and sub-goals and to relate them to the processes and the
practices of the tailored model. Making explicit the relation between the
outcomes to the processes and the practices of the tailored model on the one
hand, and the organization declared goals on the other hand, should be
motivating in the improvement process.” (Habra et al). SMEs need to start by
stepping back, doing some high level strategising, then deriving the detail

from the strategy to deliver the strategy.

Pragmatic technology. “police the geeks”

Johnson and Brodman one last time: “overhead dollars for investment in

items, such as tools, is also a problem. ..... Many [SMEs] use only basic
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automated tools, most often provided by the customer or by the operating
system vendor, and usually in support of their manual methods. Not only are
many of the automated tools overkill ... but they are also too costly for the
limited ... process improvement budgets in a small business or organization.”
Where affordable technologies will actually make the process more efficient,
we will propose them. In other cases, Excel can work wonders at only a
moderate risk of error. Everywhere else, manual methods are looking good.

Translation. “plain English”

Habra et al make the point: “the number of actors involved in ... process is
very small. Several roles can be in charge of the same single person. This
makes the use of such models very complex for small organizations. In
addition, actors in SME are far from being all ... specialists; so adapting the
vocabulary is necessary. ..... too technical and troublesome”. A new
language is useful for an organisation when changing culture. A new
language that nobody can understand is not. We will seek to make it clear
and colloquial for non-specialists without losing compliance with the larger-
scale equivalents.

Discovered alternatives. “horse’s mouth”

The SME community will have invented any number of variations and
alternatives of their own. We need channels to capture (and reward) these —
mostly through the collaborative community nature of website. The model
will grow most rapidly in an evolutionary system where it is tested against
reality and the surviving components synthesised into new versions.

Measurement dilemma. “fact meets feelings”
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10.

11.

Best practice methodologies usually promote facts-based management;
evaluation by metrics. This is a great approach where it is feasible. But it
denies the “intrinsic interpretive nature of [information systems]” (Johnson
and Brodman 1997) which becomes increasingly important in SMEs. Small
organisations don’t have the resources to measure even the key metrics. But
people in those organisations are more generalist and cross-functional than in
larger organisations, so they are better positioned to perform qualitative
evaluations. We will make use of the subjective and personal where it works,

makes sense, and turns difficult into feasible for SMEs.

Informal freedom. “/ighten up”

Some of the advantages of SMEs are their flexibility and creativity. Both of
these are stifled by excessively formal planning or processes. Some
informality is OK in a small organisation where it would be unacceptable or
inefficient in a larger one. The main objective is to provide vision and focus,

and a little systematic structure.

Depth. “just the facts”

The rigour we bring to bear on a process is much less in an SME: we don’t
have the time or resources, and we don’t need it to manage a small number of
people. So a transformed process does not need to go to as many layers of
detail as the original one. The higher level concepts are often sufficient.
Likewise explanation or background knowledge would be nice but adds a
burden of time to absorb it.

“...to fit the typical requirements of SMEs, a ... methodology should be low
in time and cost consumption and should not require specific skills to be

used.” (Paolo et al 2004)

21



12.

13.

Eliminate choices. “one way”

In general, core practice guidance should offer only one approach.
Alternatives are unnecessary for a minimal set of practice. Describe the basic
way. If necessary, make a note to offer alternatives as later refinements. Only
as last resort should the user have to make a decision, as this requires
additional investment to understand the rationale behind the alternatives (see

“Depth”).

Process centric.

“When describing their organizational structure, SMEs very often refer to the
functional view, mostly because of its simplicity. Nevertheless, there are a
number of intrinsic limitations characterizing this way of representing a
company structure.
] The difficulties in keeping the strategic issues separated from
the operational ones.
. The uncertainty due to the absolute dependence on the
entrepreneur’s choices.
] The entrepreneur’s resistance to change when facing the so
called “growth crisis”.
] The lack of membership and involvement by the members of
the organization, who often feel the company as something which
does not belong to them.
“A lot of research claim [sic] that a process-based approach is more adequate

to support any managerial activity” (Paolo et al 2004).
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“In particular, a process based approach seems to properly fit SMEs, where
employees carry out interfunctional tasks and do not precisely define their
roles (Dutta et al 1999) [original reference not found]” (Tagliavini et.al. 2004)
Methodologies we use as input may already be structured around processes
not functions or technologies, but where they are not we will correct this.

14. Scale

We try to make each practice achievable in one hour: one hour to prepare and
plan, one hour to implement it, one hour per interval (weekly, monthly,
annually, per project...) to perform it, one hour per interval to measure it. We
also aim to document the practice on two sides of A4 paper.

15.  Rule of 3.

Try to structure advice in threes: three steps to prepare and plan, three steps to
implement it, three steps to perform it, three KPIs to measure it.

16. Occam’s Razor.

In the absence of any other filter, when left with a choice KISS: Keep it

Sensible and Simple. Why use gold when copper will do?

Implications: So What?

At a prosaic day-to-day level, the website seeks to make it easier to set up a business, or
move a business along (new phase of growth, tighten up efficiency, prepare for exit). The
focus is on being

comprehensive (cover all processes)

pragmatic: minimal core practice — just enough, no bells and whistles

simple: just the facts, few options, no unnecessary theory

effective: contributed, tested and agreed (i.e. thrashed out) by the user community
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The website has commercial potential. The governing institute will be constitutionally
constrained from commercial activity outside of membership and certification, and will be
obliged to support a third-party commercial community. Options include services,

publications, toolsets, publishing variants, training, websites, and software.

At a philosophical level, the website seeks to make available all the ideas and techniques of
the corporate world to the other 97% of the business community who cannot necessarily
afford to pay for it and do not always get access to it. The BSF Filter is a key mechanism for

transforming any material into something useful for small businesses.
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Addendum: BSF Cheat Sheet

BSF: Common Sense Filter

1. No Separation. “IT is the business”
Process Policy Strategy
2. Rationalisation of roles. “too many chiefs”.
Most senior interested manager and/or the person carrying responsibility.
Outside resources
3. Rationalisation of workload. “cut the red tape”
Administering much less effort than performing the process.
Must not appear to be cumbersome.

4. Evolution over certification. “boosting not bashing”.
Don’t discourage by measuring against benchmarks. Encourage by advising
the way forward and promoting growth.

5. Top-down thinking. “out of the weeds”
Refine objectives into goals and sub-goals and relate them to the high level
strategising, then derive the detail to deliver

6. Pragmatic technology. “police the geeks”

affordable technologies Excel manual methods.
7. Translation. “plain English”
Not too technical and New language when
troublesome. changing culture.
Clear and colloquial Without losing
compliance.
8. Discovered alternatives. “horse’s mouth”
capture (and reward) evolutionary system.
9. Measurement dilemma. “fact meets feelings”
facts-based interpretive qualitative evaluations.
10. Informal freedom. “lighten up”
flexibility and creativity. vision and focus systematic structure.
11. Depth.

layers of detail

12. Eliminate Choices. “one way”
13. Process centric.
processes not functions or technologies

14. One hour
To set up, and/or per interval or project

15. Rule of 3
3 objectives, 3 prep, 3 setup, 3 actions, 3 measures

16. Occam’s Razor
KISS: Keep It Simple and Sensible
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ABSTRACT

This study examines the differences between U.S. and International entrepreneurship centers.
Several significant findings were noted. International centers teach significantly more students
than U.S. centers, have a larger percentage of founders that are current directors, and are
significantly more likely to be located at public universities. The findings also indicate that
International centers have significantly more graduate programs in entrepreneurship. The study
also discusses financial operations, problems encountered by directors, background and
demographic characteristics of directors, internal and outreach programs and measures of
success.

EXECUTIVE SUMMARY

The results of this study will assist directors and other stakeholders of entrepreneurship centers in
their future decision making. This study found that there is, indeed a difference between the
characteristics of U.S. and International entrepreneurship centers (e.g., students, programs,
courses offered, etc.). The findings indicate that International schools have a much larger
contingent of entrepreneurship students and graduate educational programs in entrepreneurship.
Undergraduate entrepreneurship degrees focused more so on concentrations and minors versus
majors. Only 24% and 28% of U.S. and International centers had entrepreneurship majors
versus 46% and 51% concentrations and 31% and 51% minors.

The findings show that graduate education is much more prevalent internationally. Fifty-one
percent of the population in the international sample offered a graduate major in
entrepreneurship. No significant differences between the background and demographics of U.S.
versus International directors, except for the number of years as an entrepreneur. Some of the
most valuable data in the study was measures of success. U.S. center directors’ top four
measures of success were: number of students in the program, student evaluations, number of
graduates, and funding generated. Surprisingly, funding generated came in fourth. The U.S.
center directors’ perceptions of their administrators top measures of success differed in the sense
that recognition was the second most important factor followed by funding generated. This is
not surprising because schools are often judged by the rankings that a school earns, which is
related to the recognition a program earns. The recognition that a program earns will assist in
fundraising activities, which is another factor that most administrators pursue (directly or
indirectly). The results of this study indicate that research is a very important measure of success
for International centers for entrepreneurship. This is in contrast to U.S. centers. This finding is
especially noteworthy given the importance that U.S. schools place on research.



INTRODUCTION

The purpose of this study is to examine if any differences exist between U.S. versus International
Centers for Entrepreneurship. The study of entrepreneurship centers, both domestically and
internationally is of significant interest due to the increasing popularity of entrepreneurship
worldwide. Given the ever-changing dynamics of the educational marketplace, it is imperative
to examine Centers of Entrepreneurship from not only a domestic (U.S.) perspective, but also
from an international perspective.

The data for this study was collected from several sources which include: (1) an in-depth search
of web sites from the Internet, the National Consortium of Entrepreneurship Centers
membership, the St. Louis University website on entrepreneurship centers, and Babson College
research lists. This study answered the following research questions: (1) What are the
characteristics of U.S. and International entrepreneurship centers? (2) Are there any differences
between U.S. versus International entrepreneurship centers?

PREVIOUS RESEARCH

The most recent study that has been done on entrepreneurship centers was by Finkle, Kuratko,
and Goldsby (2006). Their study focused on the entire sample of U.S. entrepreneurship centers
and then broke the sample down into ranked (as stated by U.S. News and World Report
Rankings) versus non ranked entrepreneurship centers. Their findings indicate that top ranked
U.S. centers had three times as many endowed chairs as non ranked centers. Top ranked centers
also offered more comprehensive graduate programs and had more resources. Other studies that
have focused on entrepreneurship education include: Sandberg and Gatewood (1991), Upton
(1997), Finkle and Deeds (2001), Finkle (2005), Katz (2003; 2004). Sandberg and Gatewood
(1991) and Upton (1997) were the only other studies which focused on entrepreneurship centers.
Sandberg and Gatewood’s research examined orientation, budgets size, and constituents for
entrepreneurship centers. Upton (1997) did an in-depth analysis of the characteristics of
entrepreneurship centers in the U.S for the Kauffman Foundation. Given the paucity of research
in entrepreneurship centers and the increasing importance of globalization, I investigate the
dynamics of entrepreneurship centers worldwide.

METHODOLOGY
Sample and Procedures

The sample consists of all entrepreneurship centers located in the United States and
internationally. A list of the centers was obtained from the National Consortium of
Entrepreneurship Centers membership, the St. Louis University website on entrepreneurship
centers, the Babson College research lists, and an in-depth search of web sites from the Internet.
There were 47 items in the survey, which took an average of 25 minutes to complete. The
survey was pre-tested with 10 entrepreneurship center directors. Ninety-four surveys (64%) were
received from U.S. program directors and 18 surveys were received from international directors.



For this study, an entrepreneurship program is defined as having a Center for Entrepreneurship
(which may include a Free Enterprise or Family Business Center), academic curriculum in
entrepreneurship (having three or more for-credit courses aimed at an undergraduate degree or
graduate degree), external outreach activities, and faculty that perform research in the field of
entrepreneurship (Finkle, et. al., 2006). The sample was broken down into two categories: (1)
mean for U.S. Centers and (2) mean for International Centers. Utilizing ANOVA and chi-square
analysis, I examined the differences between U.S. and International centers.

RESULTS/DISCUSSION

Table 1 shows that the average age of U.S. centers was 8.3 years old versus 6 years old for
International centers. U.S. centers were 2.3 years older than International centers, which may
contribute to a competitive advantage through brand name recognition, which is needed to attract
students from all over the world. The primary emphasis for centers in the College of Business
was 74% academic programs, outreach 26%, and fundraising 6%. There were no significant
differences between U.S. and International centers.

Table 1: Characteristics of U.S. versus International Entrepreneurship Centers (N=112)

U.S. Centers International P value
N=94 Centers
Mean N=18
Mean
Age of Center (yrs) 8.3 6 17
Primary Emphasis in
CBA (%)
Academic Programs | .74 A1 46
Outreach 26 A1 15
Fundraising .06 78 .88
School’s % Breakdown
Teaching 49 47 71
Research 33 30 31
Service 18 23 12
Founder (%) 53 72 .000%**
Tenure of Founder (yrs) | 5.42 5.22 .88
Size of School 16,578 14,997 49
Public University (%) 61 94 .004**
Total # of Students in
Entrepreneurship
Program
Graduate 112 185 .05%*
Undergraduate 61 209 .001**
Total Students 173 394 .05%*
Full Time ENT Faculty | 44.4 66.8 92
with Ph.D.’s to Total
Student Ratio
Location of Center
(# of Centers)
Department of 16 5 A3
Management




Department of 5 1 91
Marketing
Independent 8 5 .06
Department
Mixed Within CBA 24 5 .96
Independent 22 1 21
Unit/Area (Not a
Department)
Independent 19 1 .16
Unit/Area
(Associated with a
Department)
¥ p <.05.% p <0l ***p <.001.

Undergraduate Programs and Courses Offered in Entrepreneurship

Table 2 shows that 46% and 51% of the U.S. and International programs had an undergraduate
concentration in entrepreneurship (the most popular degree). Only 31% (U.S.) and 51%
(International) offered minors and 24% and 28% offered majors. No significant differences were
found between U.S. and International centers for all three types of degrees. The rest of the results

can be seen below.

Table 2: Undergraduate Programs and Courses Offered in Entrepreneurship During the
Year (Including Summers)

% U.S. Centers % International Centers P value
Conc. | Min. | Maj. | Elect | Conc. | Min. | Maj. | Elect | Con. | Min. Maj. Elec.
Percent Schools | 46 31 24 51 51 28 57 .59 20
Offering
Programs
Courses
Required  for
Conc., Minor,
or Major (%)
Intro to 39 19 14 8 50 13 7 44 28 .68
Entrepreneurship
Business Plan | 33 19 18 8 29 13 7 7 .53 28 .02* .68
Development
23 12 13 17 21 7 7 7 81 28 15 .000%**
Entrepreneurial
Finance
13 9 8 6 21 7 7 .14 49 .82
Entrepreneurial
Growth
Small 13 9 12 10 14 7 13 13 .83 49 73 37
Business Mgmt.
12 9 8 11 14 13 .65 37
Entrepreneurial
Field Project
10 11 8 2 7 40
Entrepreneurial
Marketing
Feasibility 11 5 4 5 21 7 .05% | .53
Analysis
Law & 6 5 5 7 7 7 7 7 5 53 53 91
Entrepreneurship




Internships

17

Creativity &
Innovation

14

13

.04*

.02%

Family
Business

W
A N
B

27 .69

Product
Development

.07

.006%* | .05*

N N N NS

Corporate
Entrepreneurship

.07

Franchising

—_

Technology 1
Transfer

1

EENNA B S 2 )

1

13

.006**

.006**

.002%*

¥ p<.05.%* p<.0l.***p<.001.

Graduate Programs in Entrepreneurship

Table 3 shows many significant differences in graduate entrepreneurship education at U.S.
versus International schools. The most popular graduate degree in the U.S. is a Concentration
(52%) followed by a Minor (6%) and a Major (14%). The most popular graduate degree at
International schools was a Major (51%), followed equally by a Concentration (44%) and Minor

(44%). International schools were significantly more likely to offer a Minor (p <.000) and a

Major (p <.000). All of the results can be seen below.

Table 3: Graduate Programs and Courses Offered in Entrepreneurship During the Year
(Including Summers)

% U.S. Centers % International Centers P value
Conc. | Min. | Maj. | Elect | Conc. | Min. | Maj. | Elect | Conc. | Min. Maj. Elect
Percent Schools 52 6 14 44 44 51 .76 L000*** | 000***
Offering
Programs
Courses Required
for Conc., Minor,
or Major (%)
Business Plan | 38 2 7 9 21 7 20 7 .02* | .09 .004%* | 64
Development
Intro to 33 2 8 8 29 7 20 49 .09 01*
Entrepreneurship
22 4 14 21 13 7 93 003** | 12
Entrepreneurial
Finance
20 2 4 11 7 7 7 01* | .09 28
Entrepreneurial
Growth
16 4 16 7 13 .06 .003%*
Entrepreneurial
Field Project
12 2 12 14 13 7 .67 .04* .30
Entrepreneurial
Marketing
Feasibility 10 1 4 3 7 7 .53 28
Analysis




Small Business | 9 1 3 14 .50
Mgmt.

Internships 7 1 9

Law & 7 2 7 7 7 .96 .09
Entrepreneurship

Creativity & 7 4 5 21 20 .03* .000%**
Innovation

Corporate 6 1 7 7 7 .88 .007**
Entrepreneurship

Technology 6 2 3 7 13 .68 .000%**
Transfer

Family 4 1 11
Business

Franchising 1 1

Product 1 1 8 7 .007**
Development

*p <.05.*%*Fp <.0L. ***p<.001.

Financial Operations within Centers for Entrepreneurship

Table 4 depicts the financial activities within entrepreneurial centers. The average size of a U.S.

center’s endowment was $3,891,304 versus $3,672,727 for International schools. However,
International centers’ average budget was $421,875 versus $329,609. The composition of the

entire sample’s budget was very similar. International schools had, on average, a larger amount

of scholarship money available to students; $34,333 versus $25,731. Overall, there were no
significant differences in this table.

Table 4: Financial Operations within Centers for Entrepreneurship

U.S. Centers International P value
Centers
Mean Mean Mean

Annual Scholarship $ 25,731 34,333 24
Center has Discretion
over
Size of Center’s 3,891,304 3,672,727 54
Endowment ($)
Size of Center’s 329,609 421,875 .50
Annual Budget ($)
% Composition of the
Budget:

Endowment 32.78 29.9 45

Grants & Contracts | 36.60 34.8 97

Outreach Programs | 17.13 17.8 27

Other 13.49 17.5 .65

*p <.05.*p <.0L**p< 00l

Background and Demographics of Entrepreneurship Directors




The findings of Table 5 indicate that the average age of a U.S. center director was

51.7 years old versus 50 for International directors. Characteristics of the U.S. center directors
were: 82% were male, 26% had an endowed chair, and 76% were former entrepreneurs who had
started an average of 1.9 businesses for an average of 9.9 years. Characteristics of the
International center directors were: 78% were male, 12% had an endowed chair, and 81% were
former entrepreneurs who had started an average of 2.5 businesses for an average of 18.3 years.
The only significant difference was between the number of years as an entrepreneur at the p <
.05 level. There were no significant differences between the educational backgrounds of the
directors.

Table 5: Background & Demographics of Entrepreneurship Directors

U.S. Center International P value
Mean Center
Mean
Age 51.7 50 47
Sex (Male) 82% 78% 45
Educational
Background (#)
PhD’s/EDd 66 15 13
MBAs 20 1 .07
BS/BA 8 2 .50
Endowed Chair 26% 12% 17
Started a Business 76% 81% .85
# Businesses Started 1.9 2.5 27
# Years as an 99 18.3 .03*
Entrepreneur

*p <.05.* p <.0l. **p<.00l.
Measures of Success of Entrepreneurship Centers

Table 6 addressed one of the most controversial areas in the field of entrepreneurship, how do we
measure success?

Table 6: Directors’ Perceptions of How Their Faculty and Administration Measure the
Success of Their Entrepreneurship Center

U.S. Centers International P value
Mean Centers
Mean
Faculty | Admin | Faculty | Admin | Faculty | Admin
# Students 2.65 2.60 3.09 2.38 15 40
Student Evaluations 3.04 3.30 1.85 2.00 93 23
# Graduates 3.20 3.27 3.88 3.00 .39 .79
Funding Generated 3.52 2.94 343 2.50 91 .59
Community Service 3.64 3.95 4.63 3.75 .19 .85
# Startups 3.65 4.03 3.55 3.25 .88 48
Recognition 3.75 2.90 3.73 2.20 .97 31




Size & Growth of 3.81 4.03 3.80 4.25 .99 .87
Startups

External Programs 3.84 3.83 3.73 3.17 .87 43
Placements in 3.85 3.96 4.33 2.38 .84 78
Entrepreneurial

Companies

Placement at 4.05 4.00 3.88 3.50 91 .89
Competitions

Research 4.06 3.71 3.00 2.33 21 15

*p <.05.*%*p <.01.***p<.001 Likert scale where 1 is the most important and 7 is least important.
DISCUSSION

This descriptive study answered the following two research questions: (1) What are the
characteristics of U.S. and International entrepreneurship centers (e.g., budgets, students,
directors, courses offered, etc.)? (2) Are there any differences between U.S. versus International
entrepreneurship centers? The study broke down the data into 6 tables which answered the two
research questions. The results of this study indicate that research is a very important measure of
success for International centers for entrepreneurship. This is in contrast to U.S. centers. This
finding is especially noteworthy given the importance that U.S. schools place on research.
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Adjustment strategies can restore or maintain an acceptable level of family well-
being during demanding times. Data from the National Family Business Survey, 1997
panel, are used to ascertain and compare the use of adjustment strategies between
copreneurs (n=211) and other married couples involved in family firms (n=267). Results
indicate that copreneurs are significantly more likely than other couples to reallocate
family resources to the business, intertwine tasks, reallocate business resources to the
family, and use volunteer help. Copreneurs were not more likely than other couples to
hire help for pay. Implications for practitioners are reviewed.

Executive Summary

Adjustment strategies are a means of restoring or maintaining an acceptable level
of well-being for the family or the business when increased or competing demands are
made on time or human resources (Miller, Fitzgerald, Winter & Paul, 1999). Copreneurs
are defined using the criteria of Fitzgerald & Muske (2002), related to partnership status,
recognized involvement in the business and input in decision-making. Non-copreneurial
couples typically have one member of the couple managing the business (usually male),
are married, but do not meet the other criteria for being defined as copreneurs.

Data are from the National Family Business Survey, 1997 panel (Winter,
Fitzgerald, Heck, Haynes & Danes, 1998). Results indicate that copreneurs are
significantly more likely than other couples to use four of five adjustment strategies:
reallocating family resources to the business, intertwining work and family tasks,
reallocating business resources to the family, and using volunteer help. Copreneurs were
not more likely than noncopreneurs to hire help for pay.

So What?

The findings inform the work of family business consultants, marriage and family
therapists who work with the members of family firms, and the firms themselves.
Copreneurs transfer resources more readily from the family to the business and vice versa
during ‘hectic’ times which may allow them to create lifestyle businesses and achieve
control and balance over work and family demands. These businesses may serve as
models to other firms searching for examples of successful integration of work/family
demands. However, the fluidity of transfers may create problems. For example, if family
resources become exhausted in support of the business or vice versa. Future research
could ascertain if adjustment strategies affect outcomes such as family functioning,
satisfaction with relationships, and business performance.
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ABSTRACT
Engaging students in learning Entrepreneurship through the lens of a diverse

entrepreneur can be a challenge. This paper will discuss the methods used in an elective
Entrepreneurship class to engage not only the women and minority students but also the
white male students who were courageous enough to register for the class. Assignments
used included many different teaching and learning techniques such as service-learning,
reflection, and role-playing. This paper will also discuss faculty reflections as the course
evolved over 3 different semesters.

EXECUTIVE SUMMARY

Teaching entrepreneurial diversity can be challenging, especially in a
predominately non-diverse private university setting. Over the course of three different
semesters in which the course was taught, through reflection and learning, the course
changed to enable students to better connect with the subject matter. Content included
readings on women and immigrant entrepreneurs (both from a historical perspective as well
as a current perspective), ethnic entrepreneurial communities, global entrepreneurs, and, as
the course evolved, youth entrepreneurs, micro-enterprise development and social
entrepreneurship.

A variety of teaching techniques were utilized, some discontinued and others
refined as the semesters went on. Reflection was continually refined until during the last
semester, students were reflecting not only on their service learning and the readings, but
also reflecting on what they learned from guest speakers and field trips.

The service learning component also evolved. Utilizing two different non-profit
agencies that helped minority and women entrepreneurs in various ways, the author created
student projects that would involve students in service learning in a way that they could
apply to the concepts and readings from the class. With one of the agencies, students had
the opportunity to do some primary research in the field — interviewing minority
entrepreneurs. One student presented his work at an undergraduate research day and was
the only business student presenting that semester. Student reflections indicate that
service-learning helped them to understand the material, expand their horizons, and
encouraged their own civic behavior.



INTRODUCTION

Teaching a diversity class to a non-diverse audience is a challenge. Textbook
learning is not sufficient to change attitudes and beliefs. Working to appeal to the limited
number of female and minority Entrepreneurship majors but also to the majority of white
male Entrepreneurship majors, the author created learning opportunities to engage all
students. Throughout three semesters of teaching the course, the author changed the course
to attract more students and also to engage those who enrolled.

CHANGING COURSE OBJECTIVES

Initially the course objectives included identifying various types of diversity in
entrepreneurship and how it impacted success in funding, starting and managing a business;
understanding the role of entrepreneurship in economic development and evaluating how
programs and public policy influence entrepreneurship. Content used to cover these
objectives included some historical context including African Americans, Women, and
other immigrants (e.g.Bates, 1997; Sibley-Butler, 1991; & Light & Bonacich, 1988);
government and policy issues (e.g. House-Soremekun, 2002); more current immigrants
(e.g. Saxenian, 1999). Additional content included the history of women entrepreneurs
(Kwolek-Folland, 1998); how women entrepreneurs were different (Moore & Buttner,
1997); stories of real women entrepreneurs (Ericksen, 1999); as well as global
entrepreneurs (Radeav, 2002).

As the class evolved, the objectives changed to look at how change, uncertainty
and adversity give rise to new entrepreneurs. New content added included micro-
enterprise development (Klobuchar & Cornell-Wilkes, 2003; Servon, 1999); social
entrepreneurship (Bornstein, 1996; 2004) and youth entrepreneurs (Simmons, 2003). The
course title changed from Diversity Issues in Entrepreneurship to Entrepreneurship in a
Changing America. The change in course objectives and title encouraged more white
male students to enroll.

PEDAGOGY

How best to get students involved? In addition to reading articles, writing quiz
questions and discussing in class, students write “thought papers” in which they reflected
on what they learned. Reflection, Acting, and Doing became a way to get the students
involved and learning. Doing involved a community-based project or service-learning.
Service learning has been growing rapidly (Howard, Gelmon & Giles, 2000) and has a
positive impact on student development (Astin, 2000). “Some of the most important
outcomes of service-learning involve changes in people’s beliefs, attitudes and values.”
(Astin, 2000; pg. 99). Service learning helped to engage students in challenging their own
belief system, enabling them to grow beyond their comfort zone.

Community-based learning is a broader concept than service learning and can
incorporate other community involvement such as field trips and guests speakers. Service
learning involves not just an involvement in the community, but also structured reflection,
applying and acquiring skills, curricular credit, and service rendered (Mooney & Edwards,
2001).



Field Trips and Guest Speakers

During the semester the class would travel to 1 or 2 field trips as well as have
several guest speakers and reflect briefly (one page) on their learning from these
community-based learning initiatives.

Reflecting: Thought papers consisted of 2-3 pages in which students synthesized
the top 3 key points they gained from the readings as well as their reactions to the
information and any insights they gained. They also included two questions that the
readings incited them to learn more about.

Acting: One semester students completed a role playing exercise in which they
would choose a specific diverse entrepreneur and put themselves in their shoes. Students
had a difficult time with the assignment. Instead of looking at the world through the eyes
of a diverse entrepreneur, students tended to just utilize class examples and tell the story
of the entrepreneur.

Doing: A major component of the class was a community-based project in which
they had the opportunity to help some of the various organizations in the local area that
supported women and minority entrepreneurs. The kinds of projects included either
specific needed business-related project for a diverse entrepreneur or specific needed
projects for the community partners. The first semester students working on projects for
individual entrepreneurs did not get to meet the entrepreneurs; instead they worked with
the contact person at that agency. By the second semester, students wanted to meet the
people that they were working on projects for; so that was arranged and made a huge
difference in the learning outcomes for the students.

One semester students interviewed minority entrepreneurs in order to find out how
the nonprofit organization was best helping the entrepreneurs.. One student presented his
research at the undergraduate research day on campus and was the only business student to
present. His title was “Through the Eyes of a Minority Entrepreneur”.

STUDENT REFLECTIONS

An important part of outcome validity for service learning is to “know what
learning outcomes occur as a result of the service — for students and for community
members” (Shumer, 2000; pg. 78). This involves self-assessment. Designing the class
based on theories about service learning and then evaluating the outcomes in light of theory
provide a basis in which the learning may be generalized (Bringle & Hatcher, 2000; pg 68).

The following is a reflection on service learning by the students from the second
class. The comments are presented by the themes present which are similar to themes in
the literature on service-learning (e.g. Simons & Cleary, 2005). Many of the comments
reflect more than one theme.

Identifying with Community Recipients
My learning experience in this course was great. I enjoyed almost

everything about it. From the field trips to the guest speakers, overall this
course has increased my understanding of women and minorities.



Developing the marketing plan for turned out to be a much
larger time commitment than I originally anticipated. The marketing
research required a substantial commitment to understanding the

culture. The development of the marketing plan introduced us
to many of the challenges minority businesses face when trying to expand
into the American culture.

I feel we tied the service learning project into the lessons from class
through firsthand application of the subject material. Reading about the
difficulties of minority entrepreneurs of all different races allowed us to
identify obstacles facing and forced us to change our way of
thought to adapt to the challenges of the business. Practical application
and observation reinforced the lessons of the class to create a life-long
learning experience. Identifying with the struggles of minority businesses,
I will see the businesses in a different context from this day forward.

Volunteering at has given me a broad perspective of ways in
which women can become empowered.

In conclusion, I feel that the service learning project was one of the most
interesting and enjoyable projects I have ever done. It was interesting and
enjoying because by working hands on with a minority I got to see the
struggles and challenges that minorities have to deal with. These struggles
are something we read about and talked about in class, but actually
working one on one with a minority to overcome these challenges was
much more meaningful to me then reading and discussing in class. Also,
because of this project I will look up to minority entrepreneurs because
they face more challenges then I could have ever imagined.

Enhancing Academic Learning

Working with has been a great experience. It has provided me
with the opportunity to take knowledge that [ have gained in the
classroom, and expand on that in a new environment.

After observing , | came to realize what am impact having a
mentor or support system is. As we discussed in class, having a reality
check and a “sounding board” to bounce ideas off of, are very helpful and

important.
Throughout the project we were mostly in contact with , who is the
sister of , who stressed to us that the majority of the business

decisions are made by the family. From the class readings and lectures we
knew that minority owned businesses relied highly on their families.
When  and I first went to visit , treated us like
family.




I really enjoyed interviewing minority entrepreneurs for the service-
learning project. While reading articles in the text provides us with
background information about what minorities face when starting a
business, there is nothing better than actually meeting with an
entrepreneur face-to-face and hearing what they actually went through.
What is interesting about my project is that I actually only met with
women-owned businesses. I enjoyed hearing their stories because I plan
on starting my own business. The experiences that , ,

, and faced were similar to what we read about women
entrepreneurs during class.

It is always nice to change up and have a presenter like that (our guest
speaker), as it is nice to have those interviews — it gives us a real example
of what it is we are reading about and sidetracks from the “textbook
protocol” that so many classes follow.

It is easy for me to relate my learning experience at to what I have
learned this semester in class, regarding issues that women and minorities
face when starting a business. Just as helps its client’s career goals
grow successfully, has also helped me to grow through its
volunteer opportunities. Overall,  has allowed me to apply my skills
that I have developed throughout college, and to also learn and use new
skills that I can work on developing, which will help me as I start my own
career. This has been a wonderful experience and will continue to be as I
volunteer/intern at throughout the summer.

Going Beyond Their Comfort Zone

I enjoyed networking with other entrepreneurs. This was a time of growth
for me, as [ was taken out of my comfort zone. Many of the women were
older and more experienced than I am. It reminded me that it is important
to surround yourself with people who are better than you, so that you are
always reaching to the next level.

My third interview was with . It took me a while to find the place
since it was in an area [ was very unfamiliar with. It was a bit frightening
for me to walk into the restaurant — it seemed like everyone stopped what
they were doing and stared at me for a few seconds, almost like I was lost!
I was the only white person in the restaurant and I was a bit uneasy about
this. After meeting though I felt a lot more comfortable. He was
a very nice, interesting person to meet. He was from , and so were
all of his waitresses and cooks, everyone who worked in the
establishment. was extremely interesting to interview. His
whole culture that he informed me of was awesome, something that I
never knew before. The food he served was strictly authentic from his




country of origin. I sat and talked with him for about 10 minutes after the
interview about what he expected to do in the future, and he had a pretty
positive attitude toward the growth of his business, yet he stressed the fact
that he needed a solid customer base before he could do anything else. The
restaurant itself was very nice, almost a bit too simple in a way, but a
customer could get a sense of culture since the music was extremely
different and in another language. ...... I am planning to eat there but
have yet to make it back because of my schedule.

Applying to Future

Overall the course and the research project have taught me valuable
lessons that I will keep in mind, when I start my own business. Learning
from the clients that I interviewed I know that it can be a hard process to
start a business, because I am a minority. I must be open minded and
realize that there are possible problems that may happen.

I also plan to continue to volunteer in the community, hopefully offering
services to entrepreneurs, as many times they need people who have
degrees in business.

I look forward to continuing a relationship with this organization.

I hope that can use our research to make their processes even more
beneficial to the entrepreneurs that they help.

Enjoyable Experience

From the moment I entered the office, I knew that I would
have a positive experience. The staff and participants in these programs
are really committed to learning and advancement. It is a very healthy and
thriving environment. [ was able to enjoyably complete 20 hours of
service and learning, while still looking for more opportunities to learn
and participate with this organization. This is only the beginning of my
relationship with . I'look forward to continuing my
involvement with them.

I really enjoyed working on this project. It was very informative and
probably the thing that I enjoyed most about the class other than when we
had guest speakers. One thing that was difficult was getting a hold of the
entrepreneurs, I still have not heard back from even though I left
messages. Because of this, I only completed 14 hours. This is an
extremely beneficial project for the class.

This brings me to the minority entrepreneurs that we interviewed. This
was by far my most favorite part of the class. Going to places, mainly



restaurants, that I would usually not go to is always fun and exciting—
something new — and usually the outcome is always good. I really enjoyed
the fact that after the interviews the entrepreneurs were extremely open
and comfortable, unlike when first meeting them. I think they enjoyed the
interview just as much as I did — it was almost as if they were reflecting
back on how they got to where they are and a sense of self-assurance came
over them. Very cool.

Throughout the comments, changes in students’ beliefs, attitudes and values are evident.
IMPLICATIONS “SO WHAT?”

This paper has reflected on a faculty members’ class on diversity in
entrepreneurship. The reflection includes commentary on pedagogy used to involve
students and get them out of their comfort zone. This is important to faculty interested in
service learning, those involved in teaching courses like diversity where textbook learning
is not sufficient to change attitudes and beliefs, and those who might be looking at
developing a course like this.

It is also important to communities — to recognize ways that they can engage with
faculty and students to enrich all involved.

CONCLUSION

Engaging students in a diversity entrepreneurship course is possible through the use
of various pedagogy — reflecting, acting, and most importantly, doing. Both student and
faculty reflections demonstrate the great benefits of community-based learning and more
specifically, service-learning.
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Abstract

The study provides insight into factors that contribute to a satisfactory partnership
experience for small business owners. Fifty one small business owners involved in shared
management were surveyed to assess the impact of demographics, business philosophy,
entrepreneurial orientation, competence and friendship on satisfaction with a business partner.
Age, education, friendship, perceptions of partner competence and differences in business
philosophies were found to have an impact on satisfaction with a business partner.

Executive Summary

This study provides insight into factors that contribute to a satisfactory partnership
experience for small business owners. The number of small business partnerships operating in
the U.S. suggests for many small businesses, strategies and actions are governed through shared
decision-making. The study draws upon social exchange theory, work group and management
team research to explore how business partners’ demographic characteristics, friendships,
business philosophy, competencies and orientations relate to partner satisfaction and overall job
satisfaction in very small firms.

Fifty one individuals involved in shared ownership and management of a small business
were surveyed to assess factors that were related to satisfaction with a business partner.
Similarity in age and education, friendship, perceptions of partner competence and differences in
business philosophies were found to have an impact on satisfaction with a business partner.

Similarity in age between partners was associated with a satisfying business partner
relationship. Respondents were also more satisfied with their partners when they had similar
educational backgrounds. Sharing friendship and a common business philosophy was also related
to a satisfying business partnership. Differences in business philosophies with respect to
resource control were a negative factor in creating business partner satisfaction. Respondents
were also more satisfied with their partners when they perceived them to be more competent.

Considering the number of small business partnerships that are formed each year, there is
a need to understand more about the dynamics involved in co-managing a business. People often
start a business venture with a friend or relative, only to find out that they are not compatible,
sometimes resulting in costly changes in the business. The results of this study suggest that
individuals who are contemplating a co-managed business venture choose a friend who is similar
in age and education, and consider a potential partner’s business philosophy, competence
carefully.
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ABSTRACT

Susan is the founder of News Generation, a leading news PR firm in the U.S. The case opens
with Susan adjusting to the birth of her first child, which has prompted her to outsource day-to-
day financial functions for which Susan is currently responsible. Susan shares her methodologies
for balancing her books and balancing her life as she reveals details of her background, her
schedule, and her process for managing the company’s finances. Students are called on to help
Susan in her search for a finance executive, as well as to analyze Susan’s financial management
processes including key metrics and detailed financial statements.

“SUSAN” CASE STUDY - EXECUTIVE SUMMARY

The “Susan” case allows readers to witness a unique spin on a typical case protagonist. Susan
takes the reader through her current-day business dilemma — delegating her closely held financial
management function — but also shares in-depth personal information about the events outside of
work which prompt this decision. Students walk away with a full understanding of Susan’s
background, including childhood, and her struggles with delegation, financial control, and work-
life balance.



COGNITIVE MECHANISMS INFLUENCING UNDERGRADUATES’
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INTRODUCTION

The discovery of entrepreneurial opportunities and the decision to act are popular research areas.
Unfortunately for the undergraduates at over 1,600 universities and colleges in the U.S. offering
entrepreneurship courses (Katz, 2003), of the over 700 scholarly papers in entrepreneurial
opportunity discovery and action published as of July 2006, all are oriented to adults.

The approach taken in this paper, as illustrated in figure 1, is to first explore the unique decision-
making processes of undergraduates, defined herein as 18-22 year-old students. This step
considers the interactions of (a) individuals and teams and (b) opportunities as mutually
dependent activities that foster opportunity discovery and action (Busenitz et al., 2003).

FIGURE 1: Conceptual domain of opportunity discovery & action by undergraduates
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With this perspective, the cognitive mechanisms relevant to entrepreneurship, introduced by
Baron (1998), may be considered as step two. A series of propositions are set forth, from which
five key hypotheses are proposed. The objective of this paper is to enhancing educators’
understanding of these cognitive mechanisms to better position them to deliver curriculum and
programming to cultivate entrepreneurial mindsets and teach critical skills to undergraduates.

I. THE CONCEPTUAL DOMAIN OF ENTREPRENEURIAL DISCOVERY & ACTION

The conceptual domain of (1) entrepreneurial opportunity discovery and (2) action by
undergraduate students are discussed in turn.



Discovery of Opportunity

Research to date attributes enhanced discovery of entrepreneurial opportunity to two reasons.
First, better access to information about the potential existence of a given opportunity improves
discovery. Second, select individuals are better at recognizing opportunity because of superior
cognitive capabilities in opportunity recognition (Shane, 2000).

Access to Information

Select individuals are more likely to discover opportunities than others based on their access to
information via life experiences (Venkataraman, 1997), social capital (Shane, 2003), and search
processes (Hills and Shrader, 1998).

Life Experiences

Within the aspects of job function and variation in experiences, undergraduates’ experiences are
often limited when compared to adults. The variation of experiences is often equally scarce with
internships and part-time jobs not yielding the exposure to diverse information valuable for
discovery of entrepreneurial opportunity (Casson, 1995). Proposition 1: Undergraduates are at a
disadvantage in life experiences based on limited exposure to industry, functional, and
entrepreneurial experiences. Therefore, aspiring undergraduate entrepreneurs are less likely to
discover entrepreneurial opportunity than aspiring adult entrepreneurs.

Social Capital

The quantity and quality of social networks influence individuals’ ability to access information
that facilitates discovery of opportunity (Baron and Markman, 2000). Diverse social ties improve
information access to a variety of knowledge sources including information about markets,
sources of capital, employees and experts, and customer needs and wants (Johansson, 2000).
Whether in small colleges or large universities, undergraduates typically experience a wide range
of interactions with their peers, faculty, and staff (Whitt et al., 1999). Particularly for
undergraduates working within university laboratories or serving as research assistants, their
information access may be superior to adults (Astin, 1993). Proposition 2: Based on the large
social networks and the ability to connect with faculty, staff and alumni, undergraduates enjoy
rich social capital. Therefore, aspiring undergraduate entrepreneurs are more likely to discover
entrepreneurial opportunity than aspiring adult entrepreneurs.

Search Processes

Those searching for opportunities are more likely to discover opportunities (Gilad et al., 1989).
While these searches can be based on publicly available information, non-public information
discovered through personal contacts is a particularly valuable resource for entrepreneurs (Hills
and Shrader, 1998). Proposition 3: The limited awareness and scarce access to non-public
information are hurdles for aspiring undergraduate entrepreneurs to use effective search
processes. Aspiring undergraduate entrepreneurs are less likely to discover entrepreneurial
opportunity than aspiring adult entrepreneurs.



Opportunity Recognition
Absorptive capacities and cognitive processes positively influence opportunity recognition.
Absorptive Capacity

The difference in an individual’s ability to recognize opportunities in information based on their
prior experiences and knowledge is referred to as absorptive capacity. This absorptive capacity
facilitates the acquisition of new information about markets and solutions (Cohen and Levinthal,
1990). Prior knowledge of how to serve markets assists in discovery of entrepreneurial
opportunity (Johnson, 1986). Proposition 4: Undergraduates are challenged in their absorptive
capacity in terms of their knowledge of markets, industries, and technologies. Undergraduates
are less likely to discover entrepreneurial opportunity than aspiring adult entrepreneurs.

Cognitive Properties

The cognitive properties underlying the recognition of opportunity may be examined in four
categories: intelligence, perceptive ability, creativity, and risk awareness (Shane, 2003).
Equating university education with intelligence, and accepting that not all adult entrepreneurs
hold postsecondary degrees, a comparison of undergraduate students to all adult entrepreneurs on
the intelligence factor may favor the undergraduates. Facione (1997) found that undergraduates
improve their perceptive ability during college. As creativity and critical thinking skills are
developed throughout college (Hill, 1995), it is expected that undergraduates develop sufficient
creativity skills to discover opportunities over time. And in the area of risk awareness and
assessment, entrepreneurs typically see lower risk in the same opportunities than non-
entrepreneurs see. Proposition 5: Based on high intelligence, perceptive ability, creativity, and
risk awareness in undergraduates, their cognitive properties are comparable to adults in
understanding causal links, categorizing information, & evaluating assumptions accurately.
Undergraduates are more likely to discover entrepreneurial opportunity than adults.

Acting on Entrepreneurial Opportunities

The entrepreneur decides to pursue uncertain opportunities based on their belief that the psychic
and physical rewards are worth the risk and opportunity cost involved (Venkataraman, 1997).
The psychological and non-psychological factors that influence this decision-making are
explored next.

Psychological Factors

Psychological factors include motivation, core self evaluation, and cognition (Shane, 2003).
Motivation

Individual personalities and motives will influence entrepreneurial behavior as entrepreneurs will

act differently than non-entrepreneurs (Shane, 2003). Shane (2003) identified the five aspects of
personality and motives influencing entrepreneurial exploitation as extraversion, agreeableness,



need for achievement, risk-taking and independence. Undergraduates possess higher levels of
extraversion and are more likely to act on opportunity (Kuh & Hu, 2001). Sentiments of
suspicion, skepticism, and non-compliance as demonstrated by undergraduates increase the
likelihood of acting entrepreneurially (Fraboni and Saltstone, 1990). Braxton (1999) found that
undergraduates possess a high need for achievement. Hills and Welsch (1986) found those with
higher scores on independence had stronger intentions to start new businesses. Proposition 6.
Based on motivation factors of extraversion, agreeableness, need for achievement, risk-taking
and independence that parallel patterns of successful entrepreneurs, aspiring undergraduate
entrepreneurs are more likely to act on entrepreneurial opportunity than adults.

Core Self Evaluation

Core self evaluation includes the characteristics of self efficacy and locus of control (Judge,
Erez, Bono, and Thoreson, 2002). Individuals with higher self efficacy, the belief in one’s ability
to perform a task, are more likely to exploit entrepreneurial opportunities (Bandura, 1997). Knox
et al. (1993) found educational attainment by undergraduates reliably associated with self
efficacy and an internal control. Proposition 7: Based on undergraduates’ core self evaluation
with high self efficacy and an internal locus of control, undergraduates are more likely to act on
entrepreneurial opportunity than adults.

Cognition

Overconfidence, represesentativeness, and intuition are over-represented among individuals who
exploit entrepreneurial opportunities (Busentiz and Barney, 1997). Particularly for a young
person, going against the norm of peers, the university, and even family are difficult decisions.
As entrepreneurial opportunities often require quick action to capitalize on the opportunity,
individuals demonstrating representativeness can use rules of thumb and generalities, instead of
analytical analyses, to make quick decisions (Busenitz and Barney, 1997). While analytical
decision-making is certainly a credible approach, intuition facilitates decisions on resource
acquisition, organizing and new venture strategy, particularly when historic data and reliable
forecasts are scarce (Carland, 1982). Proposition 8: Based on the cognition areas of
overconfidence, represesentativeness, & intuition, undergraduates demonstrate patterns that
parallel those of successful entrepreneurs. Therefore, aspiring undergraduates are more likely to
act on entrepreneurial opportunity than aspiring adult entrepreneurs.

Non-Psychological Factors

The effect of individual attributes on the decision to act may be considered on non-psychological
factors of education, experience, age, social position, and opportunity cost (Shane, 2003).

Education
Education positively influences the development of entrepreneurial skills and abilities. This is

supported by Sapienza and Grimm (1997) in that awareness, creativity, quantitative abilities, and
communication skills are enhanced through college education. Proposition 9: Undergraduates



are by definition actively pursuing education. Therefore, aspiring undergraduates are more
likely to act on entrepreneurial opportunity than aspiring adult entrepreneurs.

Experience

While Singer (1995) credits prior entrepreneurial experience as a consistent predictors of
entrepreneurial performance, undergraduate students are typically limited in their entrepreneurial
experiences based on their young age and the majority of their time being spent in primary and
secondary school classrooms. Proposition 10: Brief experiences in entrepreneurial environments
paired with limited industry and functional experience limit undergraduates. Therefore, aspiring
undergraduate entrepreneurs are less likely to act on entrepreneurial opportunity than adults.

Age

Increases in age bring experience and credibility, as well as the negative effects of opportunity
cost and uncertainty premiums (Freeman, 1982). Since advanced age brings less willingness for
uncertainty, however, age has a curvilinear relationship with the likelihood of opportunity
exploitation (Long, 1982). Proposition 11: The relatively young age of undergraduates versus
adults is a limiting factor. Aspiring undergraduates are less likely to act on entrepreneurial
opportunity than aspiring adult entrepreneurs.

Social Position

Social position, defined in this context as an individual’s relationship to the other members of the
social community in which they live and work, influences an individual’s tendency to exploit
entrepreneurial opportunity (Shane, 2003). A high social status through reputation or rank, as
well as strong social ties, are enablers to securing resources and gaining confidence of others
(Aldrich, 1999). Proposition 12: The minimal social position of undergraduates in terms of
reputation and regard versus adults is a limited factor. Therefore, aspiring undergraduate
entrepreneurs are less likely to act on entrepreneurial opportunity than adults.

Opportunity Cost

While the opportunity cost of an adult may involve leaving a reasonably high paying job, the
undergraduate’s lower opportunity cost may motivate entrepreneurial action at a greater rate than
adult entrepreneurs based purely on the opportunity cost element. Proposition 13:
Undergraduates experience limited opportunity costs of a comparably low salary with an entry
level position (versus adults) when compared to entrepreneurial opportunities. Aspiring
undergraduates are more likely to act on entrepreneurial opportunity than adults.

II. COGNITIVE MECHANISMS OF UNDERGRADUATE ENTREPRENEURS

With the conceptual domain of undergraduates considered, the cognitive mechanisms of
entrepreneurship, introduced by Baron (1998), may be assessed in part two of this paper.
Cognitive mechanisms relevant to entrepreneurial behaviors include counterfactual thinking,
planning fallacy, escalation of commitment, affect infusion and attributional style (Baron, 1998).



Counterfactual Thinking

Baron (1998) suggests that entrepreneurs are more likely to experience regret over past failure to
act on perceived missed opportunity. This feeling is proposed by Baron (1998) as a driver for
why entrepreneurs are more likely to identify and act on entrepreneurial opportunities.
Hypothesis 1: Based on limited opportunity discovery and anxiousness to act on the few
opportunities that arise, undergraduate entrepreneurs are more likely than adult entrepreneurs
to experience regret over past failure to act on perceived missed opportunity.

Planning Fallacy

Entrepreneurs often underestimate risk and overestimate the probability of success, thereby
making decisions without accurately understanding the risks and rewards (Kahneman and
Lovallo, 1994). The planning fallacy is the tendency to overestimate accomplishment while
underestimating requirements. Hypothesis 2: Undergraduate entrepreneurs are more prone to
the planning fallacy than adult entrepreneurs based on undergraduates’ lack of access to
information due to limited life experiences and limited absorptive capacities.

Escalation of Commitment

When individuals involved in a situation feel a strong pressure to continue investing time or
money in what feels to be a losing proposition, the escalation of commitment condition may exist
(Staw and Ross, 1987). The escalation of commitment factors are particularly strong in
entrepreneurs (Baron, 1998). Hypothesis 3: Undergraduate entrepreneurs are more susceptible
to escalation of commitment effects and tendencies toward self-justification than adult
entrepreneurs based on undergraduates’ limited opportunity discovery, desires to justify
decision-making to social networks, and limited opportunity costs.

Affect Infusion

The ways in which affective state influences judgments about other unrelated events are referred
to as affect infusion (Forgas, 1995). Baron (1998) suggests that entrepreneurs experience
stronger level of emotion or affect (mood) in their work than other individuals. Hypothesis 4:
Undergraduate entrepreneurs are more susceptible to affect infusion than adult entrepreneurs
based on undergraduates’ psychological factors, particularly motivation and cognition.

Attributional Style

The processes that individuals use to seek answers to the causes of events and reasons for others’
behaviors are termed attribution. Baron (1998) suggests that entrepreneurs are more susceptible
to self-serving bias than others, specifically in their likelihood of attributing positive outcomes to
internal causes and negative outcomes to external causes. Hypothesis 5: Undergraduate
entrepreneurs are more prone to the self-serving bias than adult entrepreneurs based on
undergraduates’ high self efficacy and an internal locus of control.



OPPORTUNITIES FOR IMPROVING OPPORTUNITY DISCOVERY AND ACTION

With an understanding of the unique factors influencing undergraduates’ entrepreneurial
opportunity discovery and action, and the five cognitive mechanisms particularly important for
aspiring undergraduate entrepreneurs, entrepreneurship educators can enhance undergraduates’
opportunity discovery and action by: (1) Educating undergraduate entrepreneurs on the
cognitive mechanisms that they are likely to experience. Undergraduates outside of the
psychology department are likely unfamiliar with the terms “counterfactual thinking”, “affect
infusion”, “attributional styles”, “planning fallacy”, and “escalation of commitment.” Yet
undergraduates with entrepreneurial aspirations will likely experience all of these five cognitive
mechanisms during their life. ; (2) Offering opportunities for students to accelerate life
experiences and improve absorptive capacity. As traditional undergraduate students will always
be younger than adults, thoughtful means of accelerating their knowledge of life experiences is
critical to their development; and (3) Encouraging the development of positive psychological
factors and mitigate the negative influencers. Through core self evaluations, undergraduates
can improve their self awareness and assess their emotional intelligence. Positive attitudes and
behaviors can be nurtured while negative influencers can be a focus for improvement.
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CASE OBJECTIVES AND USE

This case can be used to illustrate several commercialization concepts explored by students and
faculty including: 1) analyzing if an “idea” is truly an “opportunity” that can be pursued to
generate profits for the entrepreneur; 2) sources of funding for start-up and growth; 3) the risk
posture of the founder of the organization and the other significant members of the top
management team; and 4) identification and prioritization of growth opportunities for fast-
growth organizations. It can be used at both the undergraduate and graduate level.
Recommended courses include entrepreneurship/new venture creation, technology
commercialization, and entrepreneurial finance.

CASE SYNOPSIS

Dr. George Bittner, an academic researcher, founded PlastiPure, Inc. to commercialize applications
discovered through research efforts in the area of estrogenic activity (EA). PPi is a biotechnology
company whose mission is to create new formulations for safer plastics and food additives that lack
estrogenic activity. It illustrates how changing external forces including environmental, political,
and economic pressures are converging on the US Plastics Industry to create an ideal climate for
PlastiPure to successfully penetrate an industry that otherwise would be marginally profitable to
enter. PlastiPure’s current business model is to create revenues by licensing plastics formulations
and foodstuff formulations that lack EA to plastic manufacturers, food producers, and chemical
companies for further use in the manufacture of consumer products. The founder is examining
whether the business model should be modified as he pursues rapid growth for the company.
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Introduction

At the heart of much of the recent dialogue in organization science is the idea that performance
differences across firms can be explained from a knowledge-based view. An important premise
of this literature is that organizations gain competitive advantage through the creation and
acquisition of knowledge (Eisenhardt & Santos, 2002). Some scholars in this area have argued
that effective management of knowledge is a fundamental strategic process and is perhaps the
only sustainable competitive advantage of the future (DeNisi, Hitt, & Jackson, 2003; Podolny &
Page, 1998). Despite the growing interest in the topic, the relationship between the
organizational leadership’s entrepreneurial orientation and knowledge management remains a
relatively unexplored territory.

We address this gap in the literature by integrating entrepreneurial orientation research and
knowledge management theory. Specifically, we address the question: What is the impact of
entrepreneurial orientation on a firm’s knowledge management activities in its supply chain? We
collect data from top executives of small- and medium-sized high technology firms based in the
US to examine the relationship between the entrepreneurial orientation of the firm’s top
management and its ability to manage knowledge management activities through its strategic
supply chain alliances.

Theoretical Background
Entrepreneurial Orientation

Entrepreneurial orientation refers to the propensities and behaviors that help firms introduce
changes in resource deployment and pursue new opportunities (Gupta, Macmillan, & Surie,
2004). Entrepreneurship scholars commonly agree on three key features that characterize a
firm’s entrepreneurial orientation: risk-taking, innovativeness, and proactiveness (Barringer &
Bluedorn, 1999). Risk-taking reflects the proclivity of the firm’s leadership to pursue projects in
which the expected returns are uncertain. Innovativeness indicates the tendency of the firms’



leadership to support new ideas and to encourage creative processes that are aimed at developing
new products and services. Proactiveness refers to the willingness of the firm’s leadership to take
initiative by anticipating and pursuing new business opportunities. In contrast to firms with an
entrepreneurial leadership style, firms with a conservative leadership style pursue projects where
the expected rate of return is well-analyzed and fairly certain, support the continued development
of tried and tested products and services, and primarily imitates others in developing new
business opportunities (Miller & Friesen, 1982). Empirical research suggests that entrepreneurial
orientation has a positive impact on firm performance by enabling it to develop capabilities that
help translate emergent options into platforms for continuous value generation (Gupta et al.,
2004).

Knowledge Management

There is a large body of literature under the broad umbrella of the knowledge-based view
(Eisenhardt & Santos, 2002). In the knowledge-based view of interorganizational strategic
alliances (Choi & Lee, 1997), organizations gain access to knowledge in two ways (Podolny &
Page, 1998): First, they gain new knowledge by acquisition of knowledge from other
organizations (knowledge acquisition perspective). Second, they gain new knowledge by
creating knowledge de nouveau through their relationships with other organizations (knowledge
creation perspective). Thus, from a knowledge-based view an organization’s choice to enter into
a strategic interorganizational relationship can be distinguished in terms of its motivation to
acquire partners’ knowledge or to create new knowledge.

Entrepreneurial Orientation and Knowledge Management

Our understanding of the relationship between EO and knowledge creation and knowledge
acquisition in interorganizational alliances leads us to hypothesize two main relationships.
Because our interest is in strategic supply chain alliances, our hypotheses deal with knowledge
creation and knowledge acquisition in alliances with both suppliers and customers.

Hli(a): Entrepreneurial orientation will be positively related to knowledge
creation through strategic alliances with key suppliers.

HI1(b): Entrepreneurial orientation will be positively related to knowledge
creation through strategic alliances with key customers.

H2(a): Entrepreneurial orientation will be negatively related to knowledge
acquisition through strategic alliances with key suppliers.

H2(b): Entrepreneurial orientation will be negatively related to knowledge
acquisition through strategic alliances with key customers.

Methods
Data Collection

The study targeted U.S.-based high-technology small and medium enterprises (SMEs). High
technology firms are defined as those in computer equipment (SIC 357), telecommunication
equipment (SIC 366), electronics components (SIC 367), industrial instruments (SIC 382), and
software (SIC 737), a definition drawn from the American Electronics Association (American



Electronics Association, 1999). We drew our sample from the CorpTech Directory of
Technology companies, a reputed database of high-technology companies in the U.S. We had
three sampling criteria: the firms had to be (1) independent and for-profit, i.e., not a non-profit
firm or subsidiary of any other firm; (2) small or medium in size, i.e. tiny and large firms were
excluded based on sales volume (lower than 1m or greater than 500m) and number of employees
(lower than 10 or greater than 500); (3) U.S. owned, i.e. firms with non U.S ownership were
excluded. The final sample was 100 firms with a response rate of 4.7% of the 2142 sampled
firms that appeared to meet all sampling criteria.

Respondents

As all survey research involves potential non-respondent bias (Golden, 1992), a check for
differences between responding and non-responding firms was conducted. We found that that the
100 firms that provided data for this study are similar to the total sample on age, sales,
ownership, and primary SIC code but differ on number of employees. The firms that provided
data had more employees (mean = 84.7) than the 2142 firms in the total sample (mean = 64.05).

Measures

This study adapted several multi-item measures developed by other scholars. All instruments
were pre-tested before being used for the survey. The dependent variables in this study are
related to knowledge management in strategic alliances- knowledge acquisition and knowledge
creation. Because of our interest in measuring interorganizational knowledge management in
both supplier and customer relationships, firms were asked to report their knowledge creation
and knowledge acquisition activities twice- once for their key supplier and later for their key
customer. Key alliances were defined as those that helped firms gain new knowledge. The
independent variables in this study is entrepreneurial orientation, a multi-item scale was drawn
from the literature. The two ends of the five-point, forced-choice scale measured opposite
orientations, such that one end measured entrepreneurial orientation and the other measured
managerial orientation. The items were reverse scored for the analysis so that higher values
reflected higher entrepreneurial orientation. The mean score, calculated as the average of the ten
items, assess a firm leadership’s intensity of entrepreneurial orientation.

Control Variables

Data were collected on a number of control variables- firm age, firm size, industry growth,
environmental uncertainty, and CEO Tenure- that may have an important influence on the
leadership’s EO and knowledge management activities of the firm.

Analyses and Results

The means, standard deviations, and bivariate correlations for all variables are presented in Table
1. Linear regression analysis was used to test the hypothesized relationships (Table 2). In each
regression, the control variables were entered in Step 1. The independent variable was included
in Step 2. The regression analysis was conducted with the two dependent variables, knowledge



creation and knowledge acquisition, separately for both the key supplier alliance and the key
customer alliance.

It was found that entrepreneurial orientation did not have a significant impact on knowledge
creation (B = .05, t = .43, ns) or knowledge acquisition (f = .11, t = .90, ns) in the key supplier
alliance but had a significant impact on knowledge creation (f =.32,t=2.959, p <.01) and
knowledge acquisition (B = .27, t=2.55, p <.05) in the key customer alliance. The impact of
entrepreneurial orientation on knowledge creation in the key customer alliance is positive which
is consistent with hypothesis H2(a). However, the positive relationship between entrepreneurial
orientation and knowledge acquisition in the key customer alliance is opposite to the negative
relationship hypothesized in H2(b), i.e. as entrepreneurial orientation decreases, knowledge
acquisition will increase.

Discussion

The findings of this study suggest that an EO (i.e. proactiveness, innovativeness, and risk-taking)
positively influences knowledge creation and knowledge acquisition in key customer alliances.
The positive relationship between entrepreneurial orientation and knowledge creation was as
hypothesized. However, the positive relationship between entrepreneurial orientation and
knowledge acquisition was opposite to that hypothesized. Thus, EO may, in high-technology
industries, positively influence knowledge creation and knowledge acquisition in strategic
alliances rather than positively affecting the former and negatively affecting the latter.

We found that EO has a significant relationship with knowledge creation and knowledge
acquisition only for the alliance with a key customer and not for alliance with a key supplier. We
had expected the relationship between EO and knowledge creation and acquisition to be similar
for alliances with both suppliers and customers. Thus, our finding is inconsistent with our
expectations.

Implications for research and practice

This study’s finding of support for a positive relationship between entrepreneurial orientation
and both knowledge creation and knowledge acquisition suggests that scholars need to pay
greater attention to connecting the growing literature on knowledge management to other well-
established literatures such as strategic entrepreneurship as we did here. We statistically analyzed
the main effect of EO on knowledge creation and knowledge acquisition to gain a deeper
understanding of how strategic entrepreneurship and knowledge management are related to each
other, but maybe it would be useful to go beyond main effects and identify other mediator and
moderator variables that can influence these direct relationships.

It was found that entrepreneurial orientation did not have a significant impact on knowledge
creation or knowledge acquisition in the key supplier alliance. It is surprising that though
entrepreneurial orientation had a significant positive impact on knowledge creation and
acquisition in key customer alliances, there was no support for a direct impact in key supplier
alliances. Future researchers are urged to examine in-depth the effect of entrepreneurial
orientation on knowledge management in supplier alliances.



There may be a question of whether our findings are specific to high-technology industries or if
they are generalizable to other industries. Though effective knowledge management is most
crucial in high-technology industries, we believe that it is also important in more traditional
industries (such as fast food, retailing, automobiles where competition is increasingly becoming
knowledge-intensive). Further research in other industries is needed to determine
generalizability.

We would also like to emphasize two implications for managers. The first is that EO is positively
associated with both knowledge creation and knowledge acquisition in key customer alliances. It
appears relatively safe to say that EO generally contributes to increased knowledge management
activities in downstream alliances. Second, we find that though EO is related to knowledge
management in downstream alliances, it is not related to knowledge management in upstream
alliances. This suggests as-yet unexplored differences between upstream and downstream
alliances. We believe that managers need to be sensitive to the possibility of differences between
upstream and downstream alliances when dealing with their supply chain partners.

Conclusion

The objective of this study was to understand the relationship between EO and knowledge
creation and knowledge acquisition in supply chain alliances of high-technology SME’s. We
found that EO is positively related to knowledge creation and knowledge acquisition in key
customer alliances but not significantly related to knowledge creation and knowledge acquisition
in the key supplier alliances. Thus, our findings provide support for the significant impact of EO
on knowledge creation and acquisition in downstream alliances but not upstream alliances. We
encourage future researchers to further examine why EO is positively related to both knowledge
creation and knowledge acquisition as well as why EO influences downstream alliances
differently from upstream alliances.
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Table 1

Means, Standard Deviations, and Correlations

CEO
Mean sd Age Nemp Ten EU IG IK GO SKC SKA CKC CKA
Age * 19.58 16.04 |2 ]
(N=96)
Nemp* 108.31 118.96 | 0.03 1
(N=95) p 0.66
N 95
CEOTen 1159 876 0.44 -0.09 1
(N=93) p 000 041
N 93 93
EU 365 093 2 .0.19 -0.08 -0.05 1
(N=100) p 0.07 0.33 0.65
N 96 95 93
IG 380 099 (2 043 021 -029 0.33 1
(N=100) p 0.00 0.04 0.00 0.00
N 96 95 93 100
IK(N=99) 419 066 (2 -012 0.06 -0.12 0.19 0.19 1
p 0.31 0.56 0.27 0.06 0.06
N 95 99 92 99 99
GO 346 069 2 025 0.07 -0.13 0.20 0.39 0.18 1
(N=100) p 0.02 049 0.23 0.05 0.00 0.08
N 96 95 93 100 100 99
SKC 270 132 2 014 0.03 -0.14 0.03 0.18 0.17 0.13 1
(N=92) p 018 0.70 0.20 0.79 0.09 0.10 0.21
N 88 87 85 92 92 o1 92
SKA 210 125 (2 0.07 0.06 -0.12 0.11 0.02 0.08 0.10 0.29 1
(N=92) p 052 0.56 0.26 0.29 0.87 047 0.32 0.01
N 88 87 85 92 92 o1 92 92
CKC 294 125 2 010 0.04 -0.12 0.10 0.05 0.10 0.23 0.33 0.28 1
(N=94) p 0.35 067 027 0.36 060 0.36 0.02 0.00 0.01
N 92 91 89 94 94 93 94 83 88
CKA 230 122 g2 0.03 0.09 -0.08 -0.08 -0.04 0.09 0.14 0.09 0.53 0.50 1
(N=94) p 079 0.39 046 047 073 042 0.18 042 0.00 0.00
N 91 90 88 94 94 93 94 83 88 93

* Mean and Standard Deviations are reported for absolute values. Correlations are reported for natural log
transformations.



Table 2

Regression analyses for knowledge creation and knowledge acquisition in key supplier and customer alliances

Supplier Customer
Knowledge Creation Knowledge Acquisition Knowledge Creation Knowledge Acquisition
Step 1 Step 2 Step 1 Step 2 Step 1 Step 2 Step 1 Step 2
p t p t p t p t p t p t p t p t
Age (log) -0.06 -046 -0.04 -037 -0.03 023 -0.03 -02  -0.06 -044 -0.03 -027 0.04 0.29 0.06 051
Nemp (log) 0.01 0.09 -0.07 -0.63 0.06 053 0.01 0.1 0.04 0.34 0.02 0.21 0.1 0.88 0.09 0.93
CeoTen -0.07 -0.57 -0.11 -098 -0.12 099 -0.14 -1.19 -0.09 -0.78 -0.13 -1.19 -0.1 -0.88 -0.14 -0.35
IG 0.14 1.16 0.08 0.67 -0.08 065 -0.14 -1.02 -0.03 -026 -0.08 -0.66 -0.05 -039 -0.09 -0.75
EU -0.03  -031 -0.04 -0.43 0.12 1.08 0.11 1.01 0.09 0.78 0.01 0.07 -0.07 -0.6 -0.16 -0.52
GO 0.05 0.43 0.11 0.9 0.32  2.96** 0.27 2.55%*
Note.
*p<0.05

**p<0.01
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ACADEMIC ABSTRACT

College students enrolled in Small Business Institute™ (SBI) undergraduate courses at one of
several universities completed the Entrepreneurial Attitudes Orientation (EAQO) survey during the
first weeks of their course. Results indicated that the majority of students enrolled in these
courses possessed entrepreneurial attitudes as measured by the EAO. Furthermore, both student
characteristics (academic major, gender, and ethnicity) and exposure to previous entrepreneurial
activities were found to be associated with certain entrepreneurial attitudes.

EXECUTIVE SUMMARY

This study focused on the entrepreneurial attitudes of students enrolled in the Small Business
Institute® program. Collectively, these students were characterized as having attitudes associated
with entrepreneurship. However, differences in attitude were found to be associated with student
characteristics such as gender, ethnicity, and entrepreneurial experience. One plausible
explanation for the existence of differences related to gender and ethnicity relates to the
development of attitudes. Attitudes are frequently the result of past experiences or past behaviors
(Bohner & Wanke, 2001), and both females and non-Caucasian groups have historically had less
entrepreneurial experience than Caucasian males (Heilman & Chen, 2003).

Because attitudes are frequently shaped by past experiences, it was logical that those students
with previous direct exposure would have more entrepreneur-like attitudes. Students whose
families owned small businesses had likely had the opportunity to develop both a greater sense
of self-esteem and achievement in business as a result of working with the family business.
Similarly, working for a small business is another way in which students can be exposed to
entrepreneurship. In this environment one may very well have the opportunity to see the concrete
results that are associated with an achievement in business attitude. Our findings support prior
conclusions (Reitan, 1997; Peterman & Kennedy, 2003) that past work experience in either a
small business or family business can positively impact perceptions of venture creation.

The study also offers evidence as to the significance of the SBI experience. For those students
with little or no direct entrepreneurial exposure, especially females and non-Caucasian groups,
this program offers an opportunity to gain real business experience. It also provides additional
exposure to those students coming from an entrepreneurial background.



INTRODUCTION

Early research on entrepreneurial intentions tended to focus on trait or personality characteristics
(McClelland, 1961; Brockhaus 1982; Gasse 1985). Other studies on the entrepreneurial process
include an examination of the role of behavioral and situational factors (Gartner, 1985) and
demographic variables (Davidsson, 1995) on the intentions to start a new business venture.
Interestingly, past studies did not show that demographic variables enhance the ability to predict
future entrepreneurial intentions (Gasse, 1985; Hatten & Ruhland, 1995).

The work of Robinson, Stimpson, Huefner, and Hunt (1991) was one of the first to incorporate
an attitudinal scale to predict entrepreneurial activity. Attitudes tend to change across time and
situations through an interactive process with the environment, and once a person’s attitude has
been measured, a prediction can be made about the person’s future actions (Carlson, 1985).
Based on prior research on personality, demographics and entrepreneurship, and Carlson’s
attitude consistency model, Robinson et al. (1991) developed the Entrepreneurial Attitude
Orientation (EAO) model to predict entrepreneurial activity. The subscales of the EAO measure
individuals’ attitudes in achievement, innovation, personal control, and self-esteem.

LITERATURE REVIEW

Prior research has examined various attitude constructs, though not in tandem as proposed by
Robinson et al. (1991). McClelland (1961) asserts that need for achievement is a strong
entrepreneurial trait, and Brockhaus (1982) and Gasse (1985) found that entrepreneurs often
possess a greater internal locus of control than the general population. Higher self-efficacy has
also been linked to entrepreneurship and business creation (Krueger & Brazeal, 1994; Frazier &
Niehm, 2006). In addition, research by Robinson (1987) suggests that entrepreneurs have a high
level of self-esteem and confidence, while Douglas and Shepherd (2002) found that a more
positive attitude toward risk and independence leads to stronger entrepreneurial intentions.
Although entrepreneurs tend to be more confident, some studies have shown that self-confidence
and motivation can be affected by past failures (Gatewood & Shaver, 1991; Busenitz, 1999).

Hatten and Ruhland (1995) used the EAO model to examine the entrepreneurial attitudes of
business students in the Small Business Institute® (SBI). This educational program allows
students to work with local business owners to develop a professional consulting report. They
found that students who possessed an internal locus of control developed a more positive attitude
of entrepreneurship based on participation in the program. However, no significant differences
were found among the other scales of the EAO.

The theory of planned behavior argues that intention is an antecedent to behavior (Azjen, 1991).
Prior studies have shown that intentions play a crucial role in understanding the entrepreneurial
process (Shapero & Sokol 1982; Krueger, 1993; Krueger & Brazeal, 1994). Shapero and Sokol
(1982) argue that attitudes are linked with entrepreneurial intentions, especially in perceived
feasibility and desirability. They suggest that attitudes are partly derived from prior exposure to
entrepreneurial activities, including both breadth and positiveness of prior activities. Later
research by Krueger (1993) and Krueger and Brazeal (1994) supports Shapero’s propositions
about entrepreneurial intentions. Krueger (1993) found that prior entrepreneurial exposure



impacts intentions through perceived feasibility and the positiveness of past experiences
influence perceived desirability to start a new venture. The entrepreneurial intentions model
developed by Krueger and Brazeal (1994) suggests that entrepreneurial characteristics can be
learned and often vary based on personal characteristics and situations.

Since the entrepreneurial process is experiential in nature, it is plausible to study the influence of
past experiences on an individual’s understanding of entrepreneurship (Robinson et al., 1991;
Minniti, Allen, & Langowitz, 2005). As suggested by Robinson et al. (1991) and Hatten and
Ruhland (1995), attitudes about entrepreneurship can be measured and changed. Interestingly,
Gatewood, Shaver, Powers, and Gartner (2002) found that individuals receiving positive
feedback about their entrepreneurial abilities had higher expectations about starting a business.

HYPOTHESES

Various research suggests that females and minorities (Kourilsky & Esfandiari, 1997; Carter,
2000; Heilman & Chen, 2003) are faced with greater obstacles when engaging in entrepreneurial
activities, such as lower levels of education and managerial experience, access to less resources,
and fewer mentors and advisors. Other research has shown that females are less interested in
starting a business (Kourilsky & Walstad, 1998) and have less self-efficacy for entrepreneurship
(Chen, Greene, & Crick, 1998). In addition, a student’s choice of academic major has been
linked to their aptitude for the subject as well as job availability and earnings potential
(Pritchard, Potter & Saccucci, 2004). This implies that students may choose to take
entrepreneurship courses because of a heightened interest or skill level in that area. Based on
these prior findings, we offer the following hypothesis:

H1:  The gender, ethnicity, and academic major of Small Business Institute® students
will be related to their entrepreneurial attitudes.

Research has established a link between entrepreneurial attitudes and intentions and past
business experience and exposure. This may include direct experience in starting a business or
indirect experience through a family business. Past studies have shown that both work
experience with a small business (Peterman & Kennedy, 2003) and with a family business
(Reitan, 1997) can have a positive impact on perceptions of new venture feasibility and
desirability. All attitudes can change, and prior work experience may play a significant role in
shaping entrepreneurial attitudes. As such, we hypothesize:

H2: The past entrepreneurial experience and exposure of Small Business Institute®
students will be related to their entrepreneurial attitudes.

METHODOLOGY

Participants

Participants were 141 individuals who were enrolled in a Small Business Institute®
undergraduate course at one of several universities. The institutions included in the study
represented a variety of geographical regions throughout the United States. Approximately half
of the participants were male (53%), and a large percentage of the participant population was



Caucasian (79%). Participants ranged in age from 19 to 48 years old, with an average age of
23.7 years. Management majors made up 50% of the sample population, and other business
majors accounted for the remaining 50%.

Procedure

Faculty teaching undergraduate courses as part of the SBI program received an e-mail letter
requesting their voluntary participation in this study. Faculty were asked to request that their
students complete an anonymous online survey during the first two weeks of the semester.
Survey completion was entirely voluntary and no identifying information was recorded.

Measures

We measured entrepreneurial attitudes with the Entrepreneurial Attitudes Orientation survey
instrument (Robinson et al., 1991). The EAO is theoretically well grounded and provides a
composite score based on four attitude subscales: 1) Achievement in business refers to concrete
results associated with the start-up of a business (Cronbach’s alpha = .84), 2) Perceived personal
control of business outcomes concerns one’s perception of control or influence over his or her
business (Cronbach’s alpha = .70), 3) Innovation in business relates to acting on business
activities in novel ways (Cronbach’s alpha = .90), and 4) Perceived self-esteem in business
which relates to self-confidence with regard to one’s business affairs (Cronbach’s alpha = .73).
The four subscales have been shown to produce 77% accuracy in predicting entrepreneurship
(Robinson et al., 1991). In addition to completing the EAO, participants provided demographic
information including academic major, gender, and ethnicity.

In order to measure exposure to entrepreneurial initiatives, three questions were asked related to
this: 1) Have you ever owned your own small business? 2) Have you ever worked for a small
business? 3) Has your family ever owned a small business?

RESULTS

Overall, the majority of study participants were classifiable as having attitudes consistent with
entrepreneurs on each of the four subscales. Specifically, 75% possessed achievement attitude
scores that were entrepreneurial, 56% possessed self-esteem attitude scores that were
entrepreneurial, 88% possessed personal control attitude scores that were entrepreneurial, and
77% possessed innovation attitude scores that were entrepreneurial.

The relationship between demographic characteristics and entrepreneurial attitudes were
examined utilizing one-sample chi-square tests. Findings with regard to academic major were
mixed; some, but not all, entrepreneurial attitudes were found to be related to this. Academic
major was found to result in significant differences with regard to achievement in business
attitudes (x* (1) = 3.54, p<.05) and self-esteem in business attitudes (y° (1) = 6.97, p<.05), such
that management majors (M = 1.81, M = 1.67, respectively) were more likely to possess
entrepreneur-like attitudes than were other business majors (M = 1.68, M = 1.45). Neither
personal control nor innovation attitudes were related to academic major.

Conversely, both personal control of business outcomes attitudes and innovation in business
attitudes were found to differ with regard to gender and ethnicity (neither achievement in



business nor self-esteem in business attitudes did). For both personal control (x* (1) = 4.126,
p<.05) and innovation (3* (1) = 8.498, p<.05), males (M = 1.93, M = 1.86, respectively) were
found to possess more entrepreneur-like attitudes than did females (M = 1.82, M = 1.66).
Furthermore, both personal control (y* (1) = 5.491, p<.05) and innovation (x* (1) = 6.034, p<.05)
entrepreneurial attitudes were found to be more evidenced in the Caucasian (M = 1.90, M = 1.81,
respectively) versus “all others” ethnic group category (M = 1.79, M = 1.58).

Although entrepreneurial attitudes were anticipated to be stronger for those with previous
exposure to entrepreneurial activities, the findings were not completely consistent with this
conjecture. In particular, having owned a small business was not found to be related to any of the
entrepreneurial attitudes of interest.

Having worked for a small business was found to be related to both self-esteem in business
attitudes (x* (1) = 13.057, p<.05; M = 1.64 versus M = 1.26 for those that had not), and
innovation attitudes (x* (1) = 5.720, p<.05; M = 1.81 versus M = 1.60 for those that had not).

Exposure to entrepreneurial activities via one’s family having owned a small business was found
to be related to both self-esteem attitudes (x* (1) = 9.462, p<.05; M = 1.71 versus M = 1.45 for
those that had not), and achievement in business attitudes (x (1) = 5.636, p<.05; M = 1.86 versus
M = 1.67 for those that had not).

DISCUSSION

It was not surprising to find that students enrolled in SBI program were, overall, likely to have
attitudes that are characteristic of entrepreneurs. This course is considered an elective for many
business majors and tends to attract students who either have already been exposed to
entrepreneurship or have hopes of one day starting their own business venture. As such, these
courses are seen as a means of obtaining exposure to and skills necessary for later career success.

Although collectively these students were characterized as having attitudes associated with
entrepreneurship, differences did exist when examining more specific student characteristics. Of
particular interest were the differences associated with gender and ethnicity. As noted in the
2005 Report on Women and Entrepreneurship from the Global Entrepreneurship Monitor, men
are twice as likely to engage in entrepreneurial activities as women. One plausible explanation
for these differences has to deal with the development of attitudes. Attitudes are frequently the
result of past experiences or past behaviors (Bohner & Wanke, 2001); if certain groups have had
less exposure to entrepreneurial experiences, then it would make sense that they would have less
developed attitudes related to this. Historically this is very much the case with regard to both
females and non-Caucasian groups. These two groups have generally lagged behind males in
resources, business experience, and social networks (Heilman & Chen, 2003). As a result,
minorities tend to be less optimistic in their expectations of business success (Carter, 2000).

In this particular instance, both a sense of control and knowledge of how to act in business
settings are likely to develop over time and with positive past experiences in a business setting.
The positive side of this is that in the future any gap that exists among men, women, or ethnic
minorities should shrink as more women and minorities engage in entrepreneurial activities. In



fact, the number of small businesses run by women and minorities has steadily increased during
the past decade, with projections that currently 30% of small businesses are owned by women or
minorities (Bergman, 2006). Acs, Tarpley, and Phillips (1998) argue that a primary contribution
of small businesses is to allow minorities to enter the economic mainstream of American society.

Because attitudes are frequently shaped by past experiences, it was logical that those students
with direct exposure to entrepreneurial organizations in the past would have more entrepreneur-
like attitudes. Those students whose family owned a small business had likely had the
opportunity to develop both a greater sense of self-esteem for business and had a sense of
achievement in business as a result of interacting and working with the family business.
Interestingly, Frazier and Niehm (2006) reported that undergraduate students with exposure to a
family business had lower entrepreneurial intentions because they have been exposed to the less
attractive side of self-employment, such as long hours and high stress. Hence, entrepreneurial
attitudes may not always translate directly into intentions.

Similarly, working for a small business is another way in which students can be exposed to
entrepreneurship. In this environment one may very well have the opportunity to see the concrete
results that are associated with an achievement in business attitude. Likewise, students may have
also learned to act upon business activities in unique or novel ways, thus developing an attitude
of innovation in business. These findings are contrary to Frazier and Niehm (2006), but support
the conclusions of Reitan (1997) and Peterman and Kennedy (2003) that past work experience in
a small business can positively impact perceptions of venture feasibility and desirability.

This study also offers evidence as to the value of the SBI experience. For those students with
little or no direct entrepreneurial exposure, especially females and minorities, this program offers
an opportunity to gain real business experience via interaction with local entrepreneurs. Our
findings indicate that the experience gained from entrepreneurial exposure can be critically
important to the development of positive attitudes towards entrepreneurship. The SBI program
can not only help students recognize entrepreneurship as a viable career choice, but also equip
them with the necessary skill set to create and maintain a successful new business venture.

CONCLUSIONS AND FUTURE RESEARCH

Because one’s attitudes are likely to lead to one’s intentions, and these, in turn, to behaviors,
future research should continue to consider what factors are related to entrepreneurial attitudes.
For example, it would be of interest to know if participation in courses like the SBI program
have an effect on entrepreneurial attitudes. Are students’ attitudes shifted such that they are more
entrepreneur-like as a result of this experience? Hatten and Ruhland (1995) examine the
entrepreneurial attitudes of SBI students, but no follow-up studies have been conducted over the
past decade. Future studies should focus more intently on this very unique population as it is
composed of students who have specifically chosen to enroll in a course that is geared toward
learning how to effectively manage a small business. As such, these students are very likely to
consider entrepreneurship as a career choice.

Also of interest is the relationship between entrepreneurial attitudes and aptitude. For many
individuals, positive attitudes are associated with behaviors that they are skilled at and vice-



versa. An examination of this linkage would provide insight into improving the educational
experiences of those seeking training related to starting and operating entrepreneurial ventures.

According to the SBA (2006), small businesses provide approximately 75% of the net new jobs
added to the economy. As this entrepreneurial spirit continues to flourish, an understanding of
those factors that promote it is necessary. The present examination of attitudes associated with
entrepreneurship helps us understand one small part of this equation.
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ABSTRACT

For many organizations, become more entrepreneurial is critical. Executive leadership roles and
actions to develop and sustain the organization in more entrepreneurial directions is largely un-
explored. Reported is a study of leader-related actions which differentiate less-entrepreneurial
from entrepreneurial organizations, through 296 employees’ responses to a questionnaire, plus an
instrument to determine their organization’s entrepreneurial orientation. Thirty-six of 38 items
were significantly different, and related to management support for innovation, work discretion,
rewards/reinforcement, time availability, organizational boundaries, person-organization affect,
strategic aspects of executive processes, and planning and orientation to market success. Using
the research findings for an executive agenda is discussed.

EXECUTIVE SUMMARY

The executive has been thought to play a critical role in developing the entrepreneurial organiza-
tion; leadership actions likely form an important component of that effort, but the effect of lead-
ership in the entrepreneurial organization has been largely unexplored. This paper reports the re-
sults of a study of leader-related actions in entrepreneurial organizations.

Two hundred ninety-six employees responded to a questionnaire and another assessment which
categorized as entrepreneurial and less-entrepreneurial the organizations for which they worked.
The responses were tested through a non-parametric statistical test, and 36 of the 38 items were
found to be statistically significantly different. These related to management support for innova-
tion, work discretion, rewards/reinforcement, time availability, organizational boundaries, per-
son-organization affect, strategic aspects of executive processes, and planning and orientation to
market success.

From the findings, the leadership role of executives in building entrepreneurial organizations be-
comes clearer. In entrepreneurial organizations, upper executives are architects, and lower-level
executives are organizational engineers; both have strong links to operations for feedback and re-
inforcement. Entrepreneurial organizations, as a result of executive leadership, have strong and
rewarding cultures, flexible and adaptive processes and work requirements, are future-oriented,
have slack resources available as needed, etc.

So What? One insight is that leadership matters. Entrepreneurial organizations differ in impor-
tant ways from less-entrepreneurial organizations, and these differences stem from the choices of
their leaders. The second insight is that entrepreneurial organizations are remarkably similar.
The third insight is that their complexities have some structure, so the elements discussed herein
provide an agenda for improving the organization and becoming more entrepreneurial.



INTRODUCTION

Leadership has become a defining construct in explaining or improving the performance of or-
ganizations. Similarly, innovation has become the mantra for organizations seeking to retain or
improve their competitive situations, leading to seeking to become entrepreneurial organizations.
Both constructs, leadership and innovation, have proved to be difficult to translate into achieve-
ments, since so many variables are involved in their implementation. Leaders arise and achieve
successes, to be sure, and innovations continue to pour from firms around the globe. The sys-
tematic understanding of how leaders emerge and achieve success and of how innovativeness
within firms is developed and sustained is lacking, however. Little seems to be known about the
interaction of the two subjects, executive leadership within entrepreneurial organizations, as sug-
gested also by the paucity of articles or research on the subject.

An entrepreneurial organization, for the purposes of this paper, is an ongoing organization
(rather than a start-up or new venture) “with a strong entrepreneurial predilection consistently
held over time” (Herbert, 2003, p. 240). Yukl (2006, p. 8) defines leadership as "the process of
influencing others to understand and agree about what needs to be done and how to do it, and the
process of facilitating individual and collective efforts to accomplish shared objectives” and is
directed not only at current work needs but also at ensuring that the organization is prepared to
meet the challenges of the future. Determining the more specific actions of those charged with
leading entrepreneurial organizations may be key to removing the veil which obscures organiza-
tions’ becoming entrepreneurial and, once transformed, how they maintain that status.

THE CHALLENGE AND ITS IMPORTANCE

At issue is the unexplored area of the role and actions of managers who lead the organization
into more (or less) entrepreneurial directions. The challenge for all organizations starts with the
mandate to become more entrepreneurial to gain competitive advantage or just to survive. Busi-
nesspeople struggle with the actionable part of the challenge to become more entrepreneurial,
that is, the “How?” question. The literature continues to be limited in improving effectiveness
(and other measures of performance) within organizations. A literature review found no research
studies in the management, entrepreneurship, or leadership literature identifying specific behav-
iors, actions, or other attributes associated with leaders in entrepreneurial organizations.

The primary objective of this research is to identify the behaviors or actions of leaders in entre-
preneurial organizations, discovering the specific activities that are attributed to the managers of
organizational members/respondents. Such research should allow important insights into better
understanding the critical role of the top management team in establishing, building, and main-
taining an entrepreneurial organization. The research reported here is, we believe, the first re-
search study which uses data from organizational members as the basis for formulating the basis
of an approach for leadership for entrepreneurial organizations.

RESEARCH QUESTIONS AND METHODOLOGY

The present research is on identifying what leaders do in entrepreneurial organizations, beyond
vague or generic prescriptions. If leaders are important to developing and sustaining entrepre-



neurial organizations, then, the question is whether or not they do anything different from what
leaders of non-entrepreneurial firms do. Thus, the research questions in this exploratory study
are, “What do leaders in entrepreneurial organizations do?” and “How is this different from what
leaders in non-entrepreneurial organizations do?”

A self-report questionnaire was prepared to ascertain members’ perceptions and impressions of
the current internal and external conditions regarding, organizational processes affecting, and
experiences with innovation within their employing organization(s); it also asked organizational
members about their perceptions of the orientation toward, and facilitation or hindrance of, en-
trepreneurial behavior. These elements may be considered the outcomes of leader decisions, ori-
entations, and actions. The work of Kuratko, Hornsby, and Montagno (1999) MacMillan, Block,
and Narasimha (1986), Covin & Slevin (1989), Khandwalla (1977), and Miller and Friesen
(1982) provided elements of the resultant survey, yielding an instrument of 107 items. Another
self-report questionnaire used requires a forced-choice among four innovation archetypes (Her-
bert, 2003). The two questionnaires offer an opportunity for gleaning important insights into or-
ganizational functioning and identifying executive activities and behaviors which have led to the
current environment as assessed by other members of that organization.

Research Instrument Description

The instrument was submitted, without prior briefing, to five academic experts on leadership.
They were asked, independently, to identify each item “you conclude is associated with the lead-
ership process, relates to what a leader does, or is an outcome from the leadership process.”
Their results were tabulated by the researcher and, if four or more of the five experts identified a
specific item as leader-related, that item was retained; if not, the item was dropped from the
leadership instrument. Thirty-eight (38) items (35.5%) were so retained in a Likert format, and
each respondent was asked to evaluate each item as s/he experienced that factor in his or her em-
ploying organization. Each participant also was asked to assess the employing organization’s
overall orientation to innovativeness (Herbert, 2003). Four archetypes of various degrees of an
organization’s commitment to or support of innovation were provided to respondents (see Table
1). The four archetypes provide gradations along a continuum of entrepreneurial commitment,
from an assessment of no commitment or effort at all to an assessment of complete dedication
and support for both incremental and radical outcomes of entrepreneurialism and innovation,
with two additional archetypes providing intermediate points. Each respondent was asked to se-
lect one of four archetypal descriptions that best described that person’s organization.

Procedures

Questionnaires were administered to executives and professional employees in a large South-
eastern U.S. State. All returned their anonymous surveys to the researcher through intermediar-
ies at their places of work or directly to the researcher via sealed and mailed envelopes or as e-
mail attachments sent directly to the researcher. All responses were entered into a database by
the researcher, and analyzed through SPSS 14.0 for Windows. Given the ordinal nature of the
questionnaire and its responses, as well as there being no reason to presume normal distributions
of responses, the Mann-Whitney U non-parametric statistical test was used.



TABLE 1
Descriptions of the Archetypes of Corporate Entrepreneurialism
ARCHETYPE I: THE ENTREPRENEURIALLY-CHALLENGED ORGANIZATION

Overall, in this organization, employees and executives are oblivious to the concept and utility of
new methods or products/services, and a culture of denial is applied to any new idea or risk.
Employees wishing to incrementally modify or improve even considerably outdated processes
and procedures are shunned, punished financially and in other ways, and viewed as trouble-
makers.

ARCHETYPE II: THE ACCIDENTALLY-ENTREPRENEURIAL ORGANIZATION

Overall, in this organization, individual improvements, modifications, or innovative applications
happen by chance rather than by intent. Few or no company-wide programs exist for encourag-
ing or rewarding employees to be innovative. Upper management’s belief seems to be that in-
creases in the marketing or R&D budget alone leads to success, so that a broad base of innova-
tion is not necessary.

ARCHETYPE III: THE ENTREPRENEURIALLY-ORIENTED ORGANIZATION

Overall, organization employees’ improvements to pre-existing processes or products are en-
couraged by policy and by process. In this type of organization, members strive for incremental
improvements. While less likely to develop radical innovations which might necessitate dra-
matic changes in strategy, refinements/improvements which do not impact negatively on the
status quo are considered rather positively.

ARCHETYPE IV: THE ENTREPRENEURIAL ORGANIZATION

Overall, this organization is dedicated to and structured for developing, creating, and implement-
ing innovative processes, concepts, products, or services. The organization has serious commit-
ments to both small-step and radical innovations as strategically important to the competitiveness
of the organization and tactically important to its operations and processes. The organization is
able to produce a stream of innovations, systematically and consistently. Upper management
develops, nurtures, and maintains entrepreneurially-oriented individuals, innovation-spawning
processes, and an internal environment of creativity. Upper management explicitly encourages
the innovation process by building an entrepreneurial environment and human resource practices
that actively promote entrepreneurial activities and thinking, since they are considered of crucial
strategic importance.

Source: Herbert, Theodore T., “Supporting and sustaining internal entrepreneurialism: Arche-
types of the organization’s commitment,” The International Journal of Entrepreneurship and In-
novation, November 2003, p. 246.



Sample Characteristics

A total of 296 respondents, employed in 70 organizations, returned usable questionnaires. Fifty-
two persons were employed in less-entrepreneurial organizations, and 244 in more-entrepre-
neurial organizations. The organizations represented by the respondents were from diverse in-
dustries, including for-profit, governmental, and not-for-profit organizations. A broad range in
number of employees at these organizations was noted. Over three-fourths of the respondents
were employed in relatively large organizations (over 1300 employees). The respondents’ me-
dian age reported was between 35 and 44 years. Of those reporting their gender, 32.3 per cent
identified themselves as female, 67.7 as male. Average tenure with their current employing or-
ganization was 8.1 years. Their current departmental affiliations were Finance/Accounting,
13.5%; Engineering, 16.6%; Manufacturing/Operations, 1.8%; Research/ Development, 6.1%;
Marketing/Sales, 29.4%; Human Resources/Personnel, 1.8%; Operation-al/Administrative,
14.7%:; Other (including organizations’ presidents or CEOs, who have no departmental affilia-
tion), 16.0%. Respondents’ reported management level was: non-managerial, 43.1%; first-line
supervisor, 12.5%; middle management, 29.4%; top management, 15.0%.

RESULTS

Of the 38 items, 36 were found through Mann-Whitney U analyses to demonstrate significant
differences between the non-entrepreneurial and the entrepreneurial organizations’ respondents;
twenty-eight of the 36 were highly significant, with p less than or equal to .001 (Table 2, avail-
able from the author). Useful for our purposes is referring the questionnaire items back to their
intended measurements, since these categorizations may be inferred to have been generated
through executive action, decision, and orientation, thus providing a measure of the leadership
element for yielding those outcomes. Strong executive leadership may well prove to be the cru-
cial factor in creating the organizational environment with the values and norms of opportunity-
seeking (Herbert & Brazeal, 2004, 129). The first set of items (A2 through A18) have been
found to be indicative of management support for corporate entrepreneurship (Morris & Kuratko,
2002, pp. 295, 296); the second (A19 through A24) of work discretion; the third (A26 through
A30) of rewards/reinforcement; the fourth (A36) of time availability; the fifth (A37 through
A40) of organizational boundaries. The items in the sixth set (B2 through B7) are items that in-
dicate the affective relationship incurred through the corporate culture and processes, in terms of
inspiration, commitment, and values congruence. The seventh set (C7 through C21) relates to
strategic aspects of executive processes, through planning, control, and commitment to innova-
tion. The eighth and final set (H1 through H3) emphasizes the manner in which the company’s
executives measure market success and the natures of overall and marketing planning. (For ease
of reference and interpretation, note that for the two comparison groups, positive Mann-Whitney
U and Wilcoxon W statistics indicate that the entrepreneurial organizations exhibited higher lev-
els of the item, with the following exceptions: items A37, A38, A40, C7, C8, C14, and C21 are
reverse-scored.)

DISCUSSION

The elements in this study demonstrate the pervasive influence of executive orientation, and that
orientation’s powerful effect on creating the environment within which organizational members



are empowered and freed from needless encumbrances in pursuit of entrepreneurial and innova-
tive outcomes. The focus of the executives’ decisions and actions may be observed to be wide-
ranging and both broad and narrow in their separate scopes, suggesting that developing and sus-
taining an entrepreneurial environment consists of many broad or strategic elements, as well as
numerous seemingly minor undertakings. This observation leads to the conclusion that entrepre-
neurial organizations do not happen by chance, but are the result of conscious and deliberate
choices and actions by the executive team, acting in a coordinated and strategy-driven fashion.

Management support for corporate entrepreneurship (items A2 through A18) is demonstrated
through several facets. Resources are provided (A7, A9, A15, A16), innovative behavior is rec-
ognized and rewarded (A6, A7, A10, A12, A14), new ideas are taken seriously for implementa-
tion (A2, A3, A4, A16), and hindering procedures allowed to be ignored (A17, A18). For such a
culture, the top management team must be fully committed and willing to operate nontradition-
ally, that is, by being flexible and adaptive, loosening controls, establishing processes and re-
wards for desired entrepreneurial behaviors and outcomes, and being involved in the goings-on
at lower levels. These actions, decisions, and orientations are dramatically different from the
traditional structure of the corporation.

Work discretion (items A19 through A26) mirrors the empowering aspect of the former set of ac-
tivities. All five items strongly reflect the impact of full decentralization and the freedom to per-
form the job as one sees fit.

Rewards/reinforcement (items A27 through A30) consists of four items, all of which fit neatly
into motivation’s expectancy theory, particularly regarding the relationship of performance to
outcomes. First, rewards are contingent upon job performance; second, the rewards include spe-
cial recognition, recognition by higher managers, and/or increase in responsibilities, powerful
motivators all. Such a pattern suggests executive actions to establish a system for performance
appraisal and its practical application, with at least an informally-based respect for achievement
and its reward through social approval.

Time availability (item A36) consists first of the employee’s having a slack time resource so that
time may be applied as needed; second, time is available for long-term problem-solving with col-
leagues. The latter component suggests ad hoc problem-solving teams forming as needed, and
with sufficient time able to be devoted to the project. Once again, such a structure and process
could not exist systemically without the active, conscious support of upper managers.

Organizational boundaries, the fifth set (items A37 through A40) deal with performance expecta-
tions being clear. Note that item A37, “many written rules and procedures”, in contradistinction
with the “work discretion” set above, showed no significant difference between the two compari-
son groups. Items 38 and 40 are reverse-scored, so that the interpretation is that, in entrepreneu-
rial organizations, what constitutes appropriate work outcomes are significantly less-well defined
than in the less-entrepreneurial settings. The remaining item, A39, refers to ongoing and timely
feedback with one’s manager, substituting formal or inflexible work standards with less formal
and more timely executive counseling and involvement with lower-level operations.



The sixth set, affective relationship with the organization (items B2 through B7), point to the ef-
fect of engineering the values of the organization to be consistent with the values of the indiv-
idual tighten the bond of caring, commitment, and inspiration. This design aspect of organizing
and the human resource aspect are tightly-intertwined and very dependent upon upper executives
for their commitment and lower-executives for implementation.

The strategic aspects of executive processes (items C7 through C21) are reverse-scored; item
C21, lack of contingency plans, is not significantly different between the two comparison groups.
The others (lack of real commitment to innovations, clear missions for innovations, and over-
control) are more consistent with less- than with more-entrepreneurial organizations. Entrepre-
neurial organizations have real commitment and clear missions for innovations by their execu-
tives, and do not over-control their operations (implying a more flexible and adaptive approach).
Market success and the natures of overall and marketing planning are the eighth and final set (H1
through H3). Entrepreneurial organizations show significantly higher levels of being successful
through winning market share, being proactive by considering future scenarios and planning for
those scenarios, and using annual or longer marketing plans. These externally-directed, competi-
tion-based elements demonstrate that entrepreneurial organizations pay attention to preparing for
likely futures, doing long-term marketing planning, and competing strategically for market share.

From the foregoing, the role of executives in leading their entrepreneurial organizations comes
rather more sharply into focus. Entrepreneurial organizations are works in process, with the ar-
chitects being upper executives and the engineers being lower-level executives, but with both ex-
ecutive sets having strong linkages to ongoing operations for feedback and reinforcement. En-
trepreneurial organizations, as a result of executive leadership, are characterized by strong and
rewarding cultures, flexible and adaptive processes and work requirements, being future-
oriented, with slack resources available as appropriate, among others.

SO WHAT?

The first insight from this research is that, indeed, leadership matters. The findings demonstrated
clearly that entrepreneurial organizations differ significantly from less-entrepreneurial organiza-
tions. Those differences clearly demonstrate non-random patterns that stem from the orienta-
tions, decisions, choices, intentions, commitments of leaders with access to and control over the
formal structures, processes, and resources of the organization — from executive leadership.

The second is that entrepreneurial organizations seem to be remarkably similar to each other in
their fundamental and defining characteristics and attributes. The practicing executive has a set
of outcomes toward which to work in his/her design activities, and the outcomes are rather far-
ranging. Entrepreneurial organizations are not one-trick ponies, but are complex and intricate,
and seem always to be evolving, so the executive’s job is always in the process of achieving.

The third insight is that the complexities and intricacies have some structure to them. The prac-
ticing executive may view the categories and elements discussed herein as providing an agenda
for his/her initiatives for improving the organization and embarking upon the journey for becom-
ing more entrepreneurial. The journey does have a direction and does have mileposts; as with all
journeys, it also needs the will to take the first step. Then another. Then another. Then....



CONCLUSION, LIMITATIONS, AND FUTURE DIRECTIONS

The research reported here allows the conclusion to be made that leadership makes a difference
in making an organization entrepreneurial. It also provides an innovation in establishing a finite
set of items, of wide-ranging character, that differentiate the entrepreneurial organization from
less-entrepreneurial organizations. It would be foolhardy to assert that the items provide an all-
inclusive dimensionality for all aspects relevant to creating and sustaining the entrepreneurial or-
ganization, for obviously these items do not do so. But they do provide a useful direction and
measurement assists for continuing to investigate the phenomenon of the entrepreneurial organi-
zation and also to provide some modicum of assistance to practice executives.

Underscored is the exploratory nature of the research reported here. Certainly, the format of the
findings reflects the tentative nature of this or any other exploratory research. A next phase must
provide more definitive insights through factor analysis, certainly, in order to determine whether
the general patterns discussed here are consistent with the data’s actual underlying dimensional-
ity. Discriminant analysis, too, may help to delineate more precisely the differences between
what leaders do in more and less entrepreneurial organizations. Structural equations modeling
should be useful in determining causal pathways of factors that are associated with leadership
and the outcome entrepreneurial orientation of the organizations in this study.

The present report provides a snapshot of leadership activities in many different types of firms,
and thus may miss key elements and insights available from finer-grained research. Obviously,
separating for-profit from not-for profit firms would provide more precise insights into each
category. Similarly, in this research, organizations studied ranged in size from very small to very
large. We already know that leaders in SMEs, for instance, face very different challenges from
those faced by leaders in very large firms, so investigating the specific situations of organizations
within a more narrow range of employees would be warranted.

Another element of potential importance is that of objective performance measures of the firms
in the researcher’s database. Without considering the performance factor, the findings may
prove less useful to practicing executives. This shortcoming is being addressed currently.

In a slightly different vein, and recognizing that this study’s scope is that of the entire organiza-
tion, it is obvious that departments or other organizational sub-units in the same organization can
vary significantly on important dimensions. Thus, a more finely-grained investigation should of-
fer more precise insights into phenomena which are hidden when departments are lumped to-
gether, with more explicit suggestions for leading a particular type of department, with potential
benefits for the practicing executive. In short, the continued and expanded research into leader-
ship of entrepreneurial organizations may well provide useful insights into very practical — and
productive — matters of use to practicing executives.
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ABSTRACT

The Minding Our Business Summer Program (MOBSP) provides the opportunity to urban
preadolescents to start and run a business during the summer months. Students participate in 12
days of intensive training in entrepreneurship at the host university. The experiential component
involves merchandise trips, mentor support sessions, and community market fairs where students
run their businesses. This paper evaluates the short-term effects of MOBSP on student
knowledge of entrepreneurship, student self-esteem, student entrepreneurship and life skills,
plans to attend college and to stay in business.

EXECUTIVE SUMMARY

Urban preadolescents from low income families can benefit from an intensive summer learning
experience in entrepreneurship involving training and a summer long experiential component.
Existing summer programs in entrepreneurship for youth such as NFTE Summer Biz Camps tend
to target older urban adolescents of high school ages. The Minding Our Business Summer
Program (MOBSP) serves as a model for the development of meaningful summer learning
experiences in entrepreneurship for low-income urban preadolescents across the U.S.

This study indicates that the MOBSP has a favorable effect on students’ entrepreneurship skills,
life skills, and plans for the future. More importantly, student self-esteem is significantly higher
at the end of the program while no significant change in self-esteem scores was observed for the
control group.

Although the increase in entrepreneurship knowledge as measured by the testing prior to and
following the training was a modest 20%, it was higher than the increase observed in the control
group. Entrepreneurship knowledge acquired through the experiential portion of the program is
apparent although perhaps more difficult to quantify. Student learning as a result of structured
reflection in the mentor support sessions indicates that a majority of the students recognize
entrepreneurship as the ownership of a business and the undertaking of risks. Many students
through experiential learning appear to understand the importance and the difficulty of satisfying
customer needs when running a business.

Given that the need for meaningful summer learning experiences for low-income youth is well
documented, MOBSP represents a meaningful summer experience for this segment.



INTRODUCTION

Minding Our Business (MOB) is a community outreach program of the College of Business
Administration (CBA) at a private AACSB-accredited university located in the northeastern
United States. MOB was developed in 1997. The mission of MOB is to advance the personal and
vocational development of urban youth through entrepreneurship education and mentoring.
Minding Our Business operates three programs--the Spring Program and the Summer Program,
created in 1997, and the Advanced Program initiated in 2004. The programs’ target population
is urban preadolescents, most of who are African-American and live in poverty.

The urban youth served by MOB programs are at a critical age when they are struggling with
issues of personal development, and when they often begin to experiment with sex, drugs, and
violence as a mode of conflict resolution. The programs’ founder strongly believes that a
supportive, mentoring relationship and a well-designed curriculum that emphasizes active
learning can have a positive impact on student self-esteem and the development of important life
skills. Mentoring and hands-on learning in entrepreneurship help prepare students to
successfully meet the challenges they face. Since 1997 MOB has trained and mentored more
than 700 urban middle school students, ages 10-13, in starting and running their own businesses.

The purpose of this paper is to evaluate the short-term effect of the MOB Summer Program
(MOBSP) on the personal and vocational development of preadolescent urban youth. This is the
first step of a larger research program to determine the short-term and long-term impacts of
MOB as an entrepreneurship education program for urban youth. Such research could establish
MOBSP as a model of entrepreneurship education for preadolescent urban youth worth
emulating and replicating across the country.

MOB SUMMER PROGRAM DESCRIPTION

The need for meaningful summer learning experience for low-income youth is well documented.
Research indicates that low-income children and youth experience greater summer losses than
their higher income counterparts (Cooper, Nye, Charleton & Melson, 1996). Summer learning
loss contributes to the achievement gap in reading performance between lower and higher
income youth (Alexander & Entwistle, 1996). On the average, students, regardless of socio-
economic status, lose approximately 2.6 months of grade level equivalency in mathematical
computation skills over the summer months (Cooper, Nye, Charleton & Melson, 1996).

The MOBSP responds to these needs by building on the National Foundation for Teaching
Entrepreneurship (NFTE) BizCamp model. Like a Biz Camp, MOBSP involves two weeks of
intensive training in entrepreneurship, using the NFTE curriculum, and includes a business plan
competition at the conclusion of the training. However, unlike NFTE’s BizCamps the MOBSP is
geared toward a younger population of low-income urban youth, ages 10-13, and has a more
extensive experiential component. MOB students are taught reading/study skills and tutors help
them overcome learning difficulties. Student learning is also enhanced by the experiential
learning cycle. In addition to the intensive training, the summer market fairs, mentor support
sessions, and structured reflection play key roles in MOB students’ learning of entrepreneurship.



The program involves a training component and an experiential component where students start
and run their own businesses. The underlying educational philosophy of the entrepreneurship
training is to transform students into doers and thinkers. Students become actively engaged in
their own learning since they have to apply the entrepreneurship concepts that they learn to the
creation and operation of their own businesses. They are invested in their learning since the
learning of the concepts has an impact on the bottom line - the failure or success of their
businesses. In addition, students who complete the training component earn the right for a trip to
a theme park; a similar reward exists for those who complete the experiential component.

Specifically, urban preadolescents participate in 12 days of intensive training in entrepreneurship
at a local university. The training component, which runs from 9 am to 4 pm excluding an hour
of play and another hour for lunch, begins on the last Monday in June and ends on the third
Tuesday of July. The NFTE curriculum is used throughout the training. The students receive a
copy of the textbook “The Young Entrepreneur’s Guide to Starting and Running a Business,”
written by Steve Mariotti (2000), NFTE’s Founder and President. Students are required to do
homework every day and to read two or three chapters a day from the text. Students are quizzed
several times a day on the material read and on the short lectures given by their entrepreneurship
instructor. The training culminates with a business plan competition sponsored by the local
African American Chamber of Commerce. Students also participate in personal and vocational
development workshops throughout the training including a college preparation workshop.

The experiential component involving merchandise trips, mentor support sessions and four
community market fairs take place every two weeks from the first week of July to the third week
of August. At the community market fairs students run their businesses. Students keep the profits
but are encouraged to reinvest into their businesses. Prior to each market fair students participate
in a bus trip to purchase merchandise for their businesses. Each student receives an $85 grant as
seed money that they must use to purchase merchandise throughout the summer. Also, prior to
each market fair students participate in a mentor support session. At each session, volunteer
mentors help students effectively plan to run their businesses at the upcoming market fair. A key
to the success of the program is parental involvement. Parents are required to pledge support to
the program by volunteering their time to the MOBSP program. Most mentors in the summer
program are parents of children participating in MOBSP.

Activities that Facilitate Achievement of Learning Objectives

The specific learning objectives for students in the MOBSP are: improved entrepreneurship and
communication skills, improved academic performance, improved self-esteem/self-confidence,
increased interest in attending college, and increased interest in careers in entrepreneurship and
in starting their own businesses.

Entrepreneurship skills are conceptually developed through the training sessions, they are
applied through the experience of starting and running a business throughout the summer, and
sharpened through reflection and planning for more effective action.

In an effort to address the objective of improved communication skills, students are taught and
frequently tested on the skill of writing business memos. They are required to write a business



plan. In addition, all students are required to present their business plans orally in front of their
class and receive feedback from the instructors on their performance. The ten students with the
best business plans are further coached by the instructor, the assistant instructor and the tutors to
prepare them for the business plan competition.

The intensive two-week training in entrepreneurship challenges students to perform at a high
academic level. Students participate in a reading skills workshop at the start of the training that
helps them become better learners. The assistant instructor and the tutors provide additional
academic help for those who require it. The instructor uses a variety of teaching methods to keep
students engaged during the training including: short lecture, role play, executive exercises, case
studies, writing and reading assignments that require the use of the text and The Wall Street
Journal, research activities and cooperative learning.

In a desire to address the objective of improved self-esteem/self-confidence the strong evidence
that student self-esteem is positively correlated to school achievement is taken into consideration
(Coopersmith, 1967; Wylie, 1979; Holly, 1987; Covington, 1989; Walz & Bleur, 1992).
Empirical evidence suggests that a negative relationship exists between self-esteem, crime, and
other negative developmental outcomes (Kaplan, 1975; Johnson, 1977; Kelley, Kiyak & Black,
1978; Crockenberg & Soby, 1989; Kite, 1989; Davis, 1991). Most MOBSP students meet
successfully the challenges they face in the training and experiential program components. Such
success can only lead to a true sense of accomplishment and an enhanced sense of self-efficacy.

The objective of increasing student interest in attending college is addressed in several ways.
Students use the host university facilities throughout the training including classrooms, computer
labs, recreational facilities and the campus cafeteria. They closely interact with college students
who are their tutors and their mentors. They also participate in a college preparation workshop
developed by the Office of Admissions at the host university. Consequently, students start
thinking about college as a real future possibility and become more interested in going to college.

Although entrepreneurship is not a vocational path for everybody, students not only learn the
basic concepts of the field but they actually experience becoming entrepreneurs for the whole
summer. As a result, the program provides an environment conducive to students exploring this
vocational possibility. Students that become interested in running their businesses year-round are
then invited to apply to the MOB Advanced Program where they get additional training and
business coaching throughout the year.

The Experiential Learning Cycle

Students’ learning is enhanced by the experiential learning cycle on which the summer program
model is based. First, during the training students get exposed to the key concepts of
entrepreneurship such as identifying and evaluating market opportunities, developing business
plans, operating a business, and tracking the financial performance of a business. They apply
these concepts during the training as they develop their business plans. Second, through the
market fairs students put their business plans and the concepts that they have learned into action.
At this stage students become summer entrepreneurs and they experience what entrepreneurship
is all about.



Third, students reflect about their entrepreneurship experience as part of the program mentor
support sessions. At the heart of the program’s educational philosophy is the belief that learning
and development are not in the experience but in the reflection that follows. Experiential learning
is supported by the work of prominent 20™ century scholars who gave experience and reflection
central roles in their theories of learning and development (Dewey, 1897; Piaget, 1962; Perry,
1970; Freire, 1970; and Kolb, 1984). Students make adjustments in their business plans as a
result of their reflections and the feedback obtained from mentors. Students experience learning
in the program as a process. Most students are highly engaged in this process and they obtain
feedback at all three stages on the effectiveness of their learning efforts. The learning that takes
place in the summer program is part of a holistic process involving the integrated functioning of
the whole student — thinking, acting, perceiving, feeling, and reflecting.

MEASURES & RESULTS
Self-Esteem, Knowledge of Self and Knowledge of Entrepreneurship

MOBSP students completed three different instruments to assist program administrators in
assessing the results of the students’ experiences. The Self-Esteem Rosenberg Scale was
administered to MOBSP students and a control group of Boys and Girls’ Club students, ages
10-14, prior to the start of the training and during the second week of August to coincide with the
end of the summer program. The Rosenberg Scale is a ten item Likert-scale that is widely used to
measure global self-esteem with items answered on a four-point scale from strongly-agree to
strongly-disagree (Rosenberg, 1965). The scale has been shown to have good internal
consistency with adolescents of different cultures and ethnicities including African American
adolescents (McCreary, Slavin & Berry, 1996; Farrugia, 2004). In addition, on the last day of the
2005 training, MOBSP students completed a training reaction survey in which they evaluated
changes in themselves as a result of their participation in MOBSP, answered questions about
their plans for the future, and indicated their liking/disliking for the training portion of the
program, the first market fair, and the first mentor support session.

Finally, MOBSP students, on the first day of the 2005 training, took a 20 item multiple-choice
test of entrepreneurship knowledge based on the NFTE curriculum. They retook the same test at
the completion of the training. A control group of youth from the local Boys & Girls’ Club also
took the pretest and posttest of basic entrepreneurship knowledge but received no training. In
addition, students were asked how much they learned in the training portion of the program.
These responses were obtained on a four-point scale (nothing, little, some, and a lot).

The student attendance rate was an excellent 93 percent during the two weeks of training with 35
out of 38 students attending on a daily basis. The majority of the students in the MOBSP
completing the 2005 training reaction survey perceived positive changes in self as a result of
their participation in the program. Specifically, students perceived that they had better feelings
about their own future (82%), ability to communicate (79%), entrepreneurship skills (79%),
feelings about self (74%), and leadership skills (71%). They also thought of themselves as better
students (62%) and thought they had improved their conflict resolution skills (56%). In addition,
seventy-seven percent of the students reported that they had become more interested in going to



college due to the Summer Program and fifty-five percent stated that their desire to start their
own business is far greater than before MOB.

Beyond these positive self-reports of improvements in self-perception, MOBSP students had a
higher mean self-esteem score (36.1) at the end of the summer program than at the start of the
training (33.4) (p<.01, df = 16). In comparison, no significant changes in self-esteem scores were
observed in the control group. This is a major finding given the relationship between self-esteem
and positive development outcomes. Most MOBSP students met successfully the challenges that
they faced in the training and in the experiential program components. This resulted in a true
sense of accomplishment and an enhanced sense of self-efficacy

At the conclusion of the training MOBSP students scored 11.9 points out of 20 possible points in
their knowledge of entrepreneurship test. This score was 2 points higher than the mean score at
the start of the training (9.7 points). While numerically small, the improvement in scores was
statistically significant (p< .01, df=31). The control group scored 7.7 points in the pretest and 8.9
points in the posttest for a 1 point improvement (p<.05, df=16). Seventy-four percent of the
MOBSP students reported that they learned a lot in the training portion of the program while 24
percent indicated that they learned some.

Mentor Support Sessions and Market Fairs

Based on the information collected by mentors from students, the experiential aspects of the
program were advantageous to the students. An average of seventy-five percent of the students
attended the four market fairs at which they executed their business plans and the four mentor
support sessions. The attendance rate declined for the last mentor support session and the last
community market fair possibly because many students had limited amounts of inventory left for
sale as the program was coming to an end. Students reported record average sales of $81.00 for
their businesses in the first market fair of the summer of 2005 (a four hour event), as compared
to $65 in the first market fair of 2004. Sales at the fourth and last market fair of summer 2005
averaged $33.65 per business.

In the third and fourth (last) mentor support sessions, twenty-two students shared their
perceptions of the most important thing they had learned so far about running a business. The
majority of the responses indicated the importance of customers and of satisfying their needs.
Sixty-eight percent of the students surveyed at the last mentor support session of the 2005
program felt that the mentor support sessions were beneficial to their learning experience.
Eighty-one percent of MOBSP students reported planning to stay in business after the end of the
program as compared to sixty-eight percent a year before.

Mentors also recorded student reflections about the meaning, the joy and the pain of their
entrepreneurship experience in the last mentor support session. The most common response to
the meaning of entrepreneurship was to own a business and to undertake risks. Nine out of
twenty respondents indicated making money as the most enjoyable part of their entrepreneurial
experience. Other common responses included enjoying shopping for products and selling them.
On the other hand the most difficult part of the experience in nine out of twenty responses
involved understanding customer needs and satisfying them.



DISCUSSION & FUTURE RESEARCH

The student self-report measures used in this study indicate that the 2005 MOBSP appears to
have had a favorable effect on students’ entrepreneurship and life skills, study skills, interest in
attending college, desire to start their own business, and plans to stay in business after the end of
the program. More importantly, student self-esteem is significantly higher at the end of the
program while no significant change in self-esteem scores was observed for the control group.
This is an important finding since existing research indicates that self-esteem is positively related
to positive developmental outcomes in youth (i.e., academic achievement) and negatively
correlated to negative developmental outcomes (e.g., crime, teenage pregnancy, school dropouts
and suicide).

The research reported in this paper is based on executions of the program in one geographic area,
limiting the external validity of the study and the generalization of its findings to other summer
programs in entrepreneurship for urban preadolescents. Another limitation of the study is that
only short-term effects have been measured. Whether MOBSP students retain the gains made in
self-esteem and entrepreneurship knowledge for a long term period of time is not known.

Focus groups and surveys of MOBSP alumni (1997-2004) will be used for evaluating the long-
term program effects on students. The purpose of the focus groups will be to generate insights
into the long-term impacts of the program on students and to generate information helpful in
constructing a questionnaire for a more structured survey of program alumni. Long-term effects
to be addressed by the student alumni survey include whether students finished high school,
decided to go to college, and continue to run their businesses.
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Evaluating and Managing Risk for the Arts Based Business: Suggesting a Risk
Management Model
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Academic Abstract: This article deals with the concept of risk and it’s under appreciated nature
among arts based businesses. It is well-recognized by contemporary business managers that the
ability to master risk and manage the inevitable uncertainty associated with evaluating future
outcomes is a key to achieving sustainable competitive advantage. However, among the
traditionally smaller arts based businesses this remains an underappreciated issue. This paper
describes the varied types of risk, ways of dealing with each, and suggests a possible model upon
which to build a sustainable risk strategy for the small to medium sized arts based business.

Executive Summary

It is well-recognized by contemporary business managers that the ability to master risk and
manage the inevitable uncertainty associated with evaluating future outcomes is a key to
achieving sustainable competitive advantage. However, among the traditionally smaller arts
based businesses this remains an underappreciated issue. This paper begins with a thorough
discussion of the various forms of risk that a small to medium sized arts based business might
expect to encounter. We separate risk into known risks, emerging risks, and those that are
completely unknown at the moment. Prior research suggests that there are four basic ways of
dealing with all risks, transference, avoidance, reduction, and anticipation. Within this
framework we suggest a risk management model as an aid for these small to medium sized arts
based businesses to approach their overall risk management approach. Of most importance is the
last row in the model where the risk is not yet known and obviously neither is the solution. It is
here where those businesses that have forged a collaborative partnership with their insurance
agent will profit and prosper. This paper suggests that the small to medium sized arts based
businesses who embrace this approach to a more holistic method of risk management will
significantly increase their chances for long term survival as a going enterprise.



STACK-O-CHIPS.COM
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ACADEMIC ABSTRACT

With the increasing popularity of poker, Stack-o-chips.com joined the “poker craze” by
opening a poker kiosk and online website at the end of 2004. Initial sales were brisk; and, based
on this, the company expanded into a larger store. While the company’s first year of operation
had many highlights, sales in the store were far less than anticipated, and the company was
experiencing a cash flow crunch due to delayed payment from a key online customer. The
company’s owners were faced with an important business decision that could determine the
future of this entrepreneurial venture. Should they raise, hold, or fold?

EXECUTIVE SUMMARY

In August 2004, Mark and Fred Considine launched an entrepreneurial venture called Stack-o-
chips.com — which began as a poker kiosk and an online website that promoted online poker.
Stack-o-chips.com joined forces with Poker Player, one of the largest online poker rooms. It was
up to Stack-o-chips.com to recruit new players to Poker Player’s online poker room. In addition
to Stack-o-chips.com’s promotion of online poker, they sold poker supplies to potential players
through their kiosk located in a suburban mall in Illinois. After a successful 2004 Christmas
season, Stack-o-chips.com decided to expand their current business and product/service offerings
by moving into a three-thousand square foot store in order to better serve their customers. Stack-
o-chips.com appeared to be on the fast track until it encountered problems such as increasing
overhead costs, decreasing sales at the store and on the website, and delayed payments from
Poker Player. It was also uncertain how long the “poker craze” would last. Mark and Fred
found themselves spending increasing amounts of money to promote and build their business.
While there might still be hope for Stack-o-chips.com, it was time for Mark and Fred to
determine what was in the cards for the future of their family business. Should they raise, hold,
or fold?

So what? This is an excellent introductory case for an undergraduate or graduate
entrepreneurship course — as it is of approachable complexity, easily related to by students from
their experiences, and requires a clear decision. It can also be used for a discussion of some of
the ethical challenges involved.



OPPORTUNITY ASSESSMENT: A FRAMEWORK
INTEGRATING POSITIVE PSYCHOLOGY AND ENVIRONMENTAL
VARIABLES
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ABSTRACT

Opportunity recognition and assessment is a critical element of entrepreneurship. The
decision to act occurs in an environment where many people may see the same variables,
but few perceive an opportunity and fewer assess the risk/return tradeoff positively. This
paper uses cognitive psychology variables to explain the perception and evaluation of
opportunities, integrating variables from positive organizational behavior (POS) to
develop a model with research propositions.

EXECUTIVE SUMMARY

Opportunity recognition is a significant and continuing area of interest in
entrepreneurship. While the focus of this paper is on the perceptions of the individuals
assessing potential opportunities, the research propositions can be extended to people in
existing corporations dealing with the challenge of technical change and corporate
innovation.

There is a growing interest in the role of cognitive psychology as a driver of
entrepreneurial initiatives (e.g., Baron 2004). While trait research has provided little
insight into entrepreneurs, the interplay between individual factors that may affect
efficacy have the potential to explain how some individuals recognize opportunities
where others with similar backgrounds or technical skills do not. This is a conceptual
paper that proposes a linkage between explanatory style, one of the key elements of the
positive psychology movement that has been gaining considerable traction in clinical
cognitive psychology, and organizational behavior, self-efficacy, and entrepreneurship.

Using explanatory style as a “filter” for experiences and skills, the model
proposes how individuals develop entrepreneurial self-efficacy and through their
interpretation of events. Moreover, the paper distinguishes between “technical” self
efficacy” or the ability to deal with the technical requirements of the business (e.g.,
writing software, deal with the culinary requirements of a restaurant) and entrepreneurial
self-efficacy, dealing with the challenges of dealing with the business requirements of the
venture a9e.g., marketing, financing, securing vendors, etc.). The combinations of
technical and entrepreneurial self-efficacy are proposed to affect the pursuit of
opportunities as individual confidence may be driven by team formation.



GERARD LOPEZ
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CASE OBJECTIVES AND USE

This case was written to help students explore the attitudes and behaviors of
entrepreneurs, especially when they are facing negative situations. It is best used in a
module focusing on the entrepreneurial mindset, whether part of an introductory or
capstone class. The teaching notes suggest the instructor lead students through a SWOT
analysis, not of any on the case subject’s enterprises, but of the case subject himself.
Through this exercise students examine both the internal and external forces an aspiring
entrepreneur may face. As an additional exercise, students can apply the same exercise to
themselves to determine what they might have done in a similar situation and what it says
about their own entrepreneurial tendencies.

CASE SYNOPSIS

Gerard Lopez is a Luxembourg citizen who studied entrepreneurship at Miami University
before graduating in 1996. Lopez successfully parlayed his knowledge and interest in
entrepreneurship to start and sell several successful businesses in a very short period of
time. In 1998, he co-founds a company dedicated to bringing digital television to the
Benelux nations. To demonstrate his own commitment to this enterprise, he invests all of
his personal fortune in the company. The company is hampered by regulatory barriers
which protect the state owned cable systems in each of the target markets and eventually
fails. As aresult, Lopez is left deeply in debt.

Despite this business setback, Lopez is still recognized as an expert in information
technology and the financing of technology businesses. He is offered an attractive salary
(high six figures), a house and car to join a leading European management consulting

group.

Lopez is faced with a career decision. Take a very lucrative salaried position or get back
on the “entrepreneurial horse” from which he was thrown.
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ABSTRACT

The growth of the number of women-led businesses has contributed to the global
economy and to the surrounding communities that they serve. However, the growth has outpaced
the research and understanding of which factors influence the overall performance and
development of individual firms, especially for those in emerging and developing markets. Our
results, from a sample of over 500 women entrepreneurs in Russia, reveal that mentoring is an
important developmental relationship for these entrepreneurial women in not only building
confidence and self-efficacy but also in the achievement and sustainability of firm performance.

EXECUTIVE SUMMARY

While a plethora of studies identifying women SME success factors have been carried out
in advanced countries, economic research on entrepreneurship in transition economies is less
developed and only a few studies have used a rigorous scientific approach. The lack of
knowledge on female entrepreneurs is especially apparent. For example, women in Russia have
only limited options to achieve a leading position in industry, politics or other spheres of social
production. Those difficulties serve as “push” factors for women to enter the entrepreneurial
sector, where starting new smaller firms serves the double purpose of generating an additional
family income and creating an arena for self-fulfilment. It is important to clarify what factors
contribute to the superior performance and growth of women-owned businesses. The purpose of
this study is to add new theoretical and empirical insights into the factors of small firms owned
and run by women and currently operating within the turbulent Russian economy. In the
beginning assessment of reviewing many of these factors, our study investigates the role that
both mentoring and self-efficacy has on overall firm performance. Results reveal that both
mentoring and the leveraging of an established relationship, along with the development of one’s
self-efficacy serve as critical factors towards helping women entrepreneur achieve overall firm
performance. By understanding how mentors and role models support women in these tenacious
positions, we may be better able to create the support systems to nurture and propel women’s
entrepreneurial efforts. Implications for women in emerging and transitioning economies are
advanced as more women seek out, define, and leverage their own networks towards their own
sustainability and creation of wealth for themselves and their broader local and global
communities.
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ABSTRACT

This paper examines the role of the Foreign Direct Investment (FDI) in facilitating advancing
globalization process in the Central and Eastern European (CEE) economies and explores the
relationship between increasing FDI stock and economic growth in analyzed countries.

The first section discusses FDI inflows into the CEE countries. The second section analyzes
FDI stock as a percentage of the Gross Domestic Product (GDP) and FDI stock per capita. The
third section provides an overview of GDP growth in CEE. The fourth section includes
propositions for the future research and concludes that this study can be extended to verify the
correlation between FDI stock and the economic growth.

EXECUTIVE SUMMARY

This study reviews the experience of Central and Eastern European (CEE) countries in
integrating into the global market and suggests a link between FDI stock and economic growth.
FDI inflows into CEE economies have been a vital factor facilitating the privatization process
in the first stage of the transition period. At present, as the privatization and restructuring
process comes to an end, the main reasons to pursue FDI are to boost productivity, encourage
employment, stimulate innovation and technology transfer and enhance sustained economic
growth.

Attracting foreign investment and liberalizing economy have become the key components of
national strategies for CEE countries. The governments of those countries have officially
encouraged FDI and have provided substantial incentives for foreign companies. The most
vital factor contributing to the growth of FDI in CEE countries over the past few years has
been their accession to the European Union (1 May 2004).

High foreign capital inflows and high percentage shares of FDI stock in GDP indicate that
foreign capital plays a vital role in CEE economies and has become an important indicator of
advancing globalization.



INTRODUCTION

This paper focuses on FDI as an important factor facilitating the globalization process of CEE
economies and stimulating economic growth.

Globalization signifies a process of intensification of economic, political, and cultural
interconnectedness among the various actors in the global system. In the economic arena it
represents a process of integration of national economies with the global economy.
(Kidane Mengisteab, 2005).

Globalization is a dynamic process of liberalization, openness, and international integration
across a wide range of markets, from labor to goods and from services to capital and
technology. Globalization is based upon the freedom to trade with the rest of the world and to
capitalize on each country’s comparative advantage, the freedom to invest where returns on
capital are greatest (Guillermo de la Dehesa, 2006, p.1).

The global economy is in a state of transition from a set of strong national economies to a set
of interlinked trading groups. This transition has accelerated over the past few years with the
collapse of communism and the coalescing of the European trading nations into a single market
(Gillespie, Jeannet, Hennessey, 2004). One of the most important paths driving global
development into the twenty-first century is the advanced Economic Integration of Europe
(Vietor, 2005, p.7).

Never before have so many economies been open to global trade and finance flow then now,
after the liberalization of the former communist economies (Guillermo de la Dehesa, 2006,
p-8).

Maler empirically examined globalization and considered three different modes of
globalization: foreign trade, FDI and international financial flows (Kahai and Simmons, 2005).

THE FDI INFLOW INTO CEE COUNTRIES

FDI refers to an investment made to acquire lasting interest in enterprises operating outside of
the economy of the investor. The investor’s purpose is to gain an effective voice in the
management of the enterprise. Some degree of equity ownership is almost always considered
to be associated with an effective voice in the management of an enterprise and a threshold of
10% equity ownership qualifies an investor as a foreign direct investor (the Balance of
Payments Manual BPMS: Fifth Edition, International Monetary Fund, 1993)
(www.unctad.org/Templates/Page.asp?intltemID=3146&lang=1).

Following the collapse of the communist regime, CEE countries began the transformation
toward a market economy and identified the positive effect of FDI on the transition process
(Kornecki, 2005). FDI inflow to CEE countries has been developing in parallel with
improvements in political stability and progress in transformation. Recent inflows can be
attributed to the positive impact of the last EU enlargement. On 1 May 2004, the Czech
Republic, Hungary, Poland, Slovakia and Slovenia have been reclassified from Central and
Eastern Europe (CEE) category to the EU category and are now included among the developed
countries (along with Latvia, Estonia, Lithuania, Cyprus and Malta).



New EU countries have improved the business environment and introduced policy measures
aimed at liberalizing, promoting and protecting FDI. Attracting foreign investment and
liberalizing economy to ensure free movement of capital and profit have become key
components in the national strategies of CEE countries. The governments of those countries
have officially encouraged FDI and have provided substantial incentives for foreign companies
(Gabor, 2002).

Corporate tax rates in analyzed countries decreased between 2003 and 2004 as follow; in
Hungary from 18% to 16%, in Poland from 27% to 19%, in Slovakia from 25% to 19%. On
January 2004 the Czech Republic and Slovenia applied respective corporate tax rates of 28%
and 25%. For comparison, the highest tax rates in the world (2004) were in: Japan (42%),
United States (40%), Germany (38.3%), Italy (37.3%), Canada (36.1%), Israel (36%), India
(35.9%) and (35%) in Malta, Pakistan, Spain, Sri Lanka ( www.unctad.org ).

According to the matrix of the United Nations Conference on Trade and Development
(UNCTAD, 2002) all CEE analyzed countries were classified as having high FDI performance
and high FDI potential. Poland and the Czech Republic were identified as the top FDI
destinations in CEE countries. Germany and the United States are expected to be the principal
investors in CEE region (www.UNCTAD/WIR/2003).

The size of FDI inflows to transitioning CEE countries were impressive. Between 1990 and
2001, Poland was the leader in FDI in comparison with other CEE countries (Figure 1). FDI in
Poland increased from 3 million (USD) in 1990 to 10 000 million (USD) in the year 2000.
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Figure 1. Source: Wiener Institut fur Internationale Wirtschaftsvergleiche. WIIW Annual
Database Eastern Europe www.wiiw.ac.at

After the CEE countries’ accession to the EU, FDI inflows increased dramatically. Between
2003 and 2004, the FDI inflows in the Czech Republic increased by 186.3% (from 1.863 to
3.596 million USD), in Hungary by 176.3% (from 1909 to 3365 million USD), in Poland by
133.7% (from 3660 to 4892 million USD), in Slovakia 142.1% (from 636 to 904 million USD)
and in Slovenia by 141.1% (from 299 to 422 million USD).

The decline in FDI inflows into CEE countries between 2002-2003 was due to the end of
privatization process, particularly in the Czech Republic and Slovakia where Greenfield



projects (generally smaller in size and spread over a longer period of time) could not
compensate for the fall in privatization (Figure 2).
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Figure 2. Source: Wiener Institut fur Internationale Wirtschaftsvergleiche. WIIW Annual
Database Eastern Europe. pagel3 www.wiiw.ac.at

THE FDI STOCK AND FDI STOCK PER CAPITA IN CEE COUNTRIES

FDI inflow measures the amount of FDI entering a country during a one year period. The
FDI stock represents the total amount of productive capacity owned by foreigners in the
host country. It grows over time and includes all retained earnings of foreign-owned firms
held in cash and investments.

Statistical analyses of FDI as a percentage of the GDP between 1990 and 2001 in CEE
economies indicate an increasing growth rate in foreign stock. The continuously growing
percentage of foreign stock in the GDP indicates that foreign capital plays a fundamental
role in CEE economies — it is one of the most important factors stimulating economic
growth and an essential indicator of progressing globalization process in CEE countries.

The EU countries hold the highest share of productive capacity owned by foreigners in
CEE countries, while the USA and its many international corporations contribute a great
deal of foreign stock to this region.

The share of foreign stock as a percentage of GDP has been very high in the Czech
Republic, Hungary and Slovakia, and constitutes respectively: 47%, 45%, 29% of each
countries’ GDP. In Poland, the share of foreign stock as a percentage of GDP was much
lower and amounted to 22% of the GDP, as compared to an 18% share in Slovenia (Figure
3).
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FDI stock per capita in CEE economies between 1991 and 2004 shows increasing tendency
and between 2001 and 2004 increased in Hungary from USD 2 311 to USD 5 213, in the
Czech Republic from USD 2600 to USD 4822, in Slovenia from USD 1 709 to USD 3218,
in Slovakia from USD 1 115 to USD 2 431 and in Poland from USD 1 010 to USD 1 559.
The lowest FDI stock per capita in Poland relates to relatively high population numbers in
Poland, as compared with other analyzed CEE countries. The accession of examined
countries to the EU (1 May 2004) stimulated FDI inflow and resulted in sharp increase in
FDI stock per capita (Figure 6).
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THE FDI INFLOW AND ECONOMIC GROWTH

The FDI has increased in the past twenty years to become the most common type of capital
flow. The most important economic reason for attracting FDI at the beginning of the
transformation process was to facilitate the privatization and restructuring of the CEE
economies (Heimann, 2003). At present, as the privatization and reconstruction process comes
to an end, the main reason to pursue FDI is to enhance productivity, encourage employment,
stimulate innovation and technology transfer as well as enhance sustained economic growth.

There are a variety of indicators assessing the level of economic development and transition
outcomes in the CEE economies. One of the most important indicators of macroeconomic
performance is the Gross Domestic Product (GDP) and its rate of growth.

There are different patterns of economic growth and differences in output performance during
the transitioning of various CEE countries. However, all of the transitioning CEE countries
have been building the new macroeconomic structure via deregulation of prices, liberalization
of trade, privatization, external assistance and capital market development.

The economic growth rate is a major indicator for judging transition. The characteristic aspects
of transition economies include an initial collapse of output followed by a slow recovery.
During the early years of transition (1991-1993), the downslide of economic activity was
significant. Between 1993 and 1995, all analyzed CEE economies started to show an increasing
trend in economic growth (Figure 4).

After their accession to the EU, the economic growth rate in Poland and the Czech Republic
increased significantly. Between 2003 and 2004, economic growth in Poland increased from
1.4% to 3.8% and in Czech Republic from 1.5% to 3.2%. Between 2004 and 2005, all
examined economies showed an increase in economic growth rates: in the Czech Republic -
3.2% to 4.4%, in Hungary - 2.9% to 4.2%, in Poland - 3.8% to 5.4%, in Slovakia - 4.5% to
5.5%, and in Slovenia - 2.7% to 4.2%. This data suggest a very strong link between increased
FDI inflows and economic growth in the CEE countries.
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IMPLICATION FOR THE FUTURE RESEARCH

The results of this study constitute strong base for the further research on positive correlation
between growing FDI stock and the economic growth rate in the CEEC. A large number of
empirical studies on the role of FDI in host countries suggest that FDI is an important source of
capital, complements domestic private investment, and is usually associated with new job
opportunities and enhancement of technology transfer, and boosts overall economic growth in
host countries (Chowdhury & Mavrotas, 2006, p. 9).

Based on references from current research studies, the consensus seems to be that there is a
positive association between FDI inflows and economic growth, provided that receiving
countries have reached a minimum level of educational, technological and/or infrastructure
development (Hansen & Rand, 2006, p.29). The inflow of FDI increased rapidly during the
late 1980s and the 1990s in almost every region of the world. The relationship between FDI
and economic growth has motivated a voluminous empirical literature in developed and
developing countries.

Research methodology related to FDI and economic growth relationship in the literature has
been based mostly on VAR (Gholam, Sang-Yong, Lee & Heshmati, 2006, p.43), production
function and regression models (Brock, 2005, p.319). The author will submit in the near future
empirical and scientific evidence that FDI has made a positive contribution to the economic
growth of the CEE developing countries.

SUMMARY

e The collapse of communism and the advanced Economic Integration of Europe shaped
the global development in the twenty-first century. Analyzed CEE economies have
been integrating in to the global market and this process has accelerated over the past
few years.

e The objective of this study was to demonstrate the importance of FDI in macro
economy of Central and Eastern European Countries (CEEC) using FDI inflows and
FDI stock as a percentage of GDP

e High foreign capital inflows and very high percentage share of FDI stock in the GDP
indicate that foreign capital plays a vital role in CEE economies and has become an
important indicator of the advancing globalization processes in CEE countries

e The economic growth rate is a major indicator for judging transition. With the increase
in FDI inflows all analyzed CEE economies started to grow, showing an increasing
trend in economic growth

e The result of this research implies a positive association between increasing FDI stock
and growth of GDP in the CEEC

e The outcome of this study leads to the answer to “So what question?”” and suggests
conducting empirical research which will statistically verify positive correlation
between FDI inflows and economic growth in CEE transforming economies
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Abstract:

Given resource limitations, technological entrepreneurs, small or medium-sized firms that
research and develop technologies, often need help to research and commercialize technologies.
Government programs, such as the Small Business Innovation Research (SBIR) Program, help
fund R&D and product commercialization. Though these programs are important, little has been
done to assess their contributions. This exploratory study examines characteristics of 100 firms
that participated in programs funded by one SBIR office in the Department of Defense. SBIR
awards spur R&D and commercialization. Firm characteristics, such as, firm size, types of firm,
and levels of ex-military personnel influence success in commercialization.

Executive Summary:

Technological entrepreneurs are typically small-to-medium sized firms that specialize in
researching and developing technologies, innovation, and commercialization. Though rich in ideas,
technological entrepreneurs often do not have adequate resources to fund R&D and to commercialize
technologies. Government programs such as Commercial Ready, in Australia, and SBIR, in the United
States, can provide assistance to entrepreneurs. In fiscal year 2005, the SBIR program in the Department
of Defense provided $1.074 billion for 3,342 to help develop and commercialize technology. A better
understanding of programs like SBIR can assist in the process of developing and
commercializing technologies.

Based on a model developed by Kropp and Zolin (2005) which extend Lumpkin and
Dess’ (1996) model to include the role of program’s like SBIR in entrepreneurial performance,
we examine factors relating to performance, including the type and size of firm and other
organizational attributes. We also discuss the nature of commercialization and technology
transfer programs, including spin-offs, technologies developed for government use which are
commercialized in the private sector, and spin-ins, technologies developed by the private sector
which are adopted by the military.

Propositions are developed and tested using a sample of 100 firms that participated in the
SBIR program from one SBIR office in the Department of Defense. Firms that had higher
percentages of ex-military personnel or hired ex-military personnel were more successful in
commercializing technologies because they could better bridge the cultural differences.
Although the SBIR program is multi-staged, firms that participated in even one phase had
significant success in commercializing technologies. Smaller firm, with less than 50 employees,
were more successful than firms with 50 to 500 employees, the upper limit for the SBIR
program. Broad topic calls which explored wider aspects of technologies were more
successfully commercialized than narrow topic calls.

Research limitations and future research directions are identified.
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Abstract: Like private organizations, the federal government creates new entities in
response to environmental, contextual or technological changes. It is likely that the new
entity will tend to have the same structure as the parent entity. This conceptual paper
explores possible alternate structures for the new entity based on the nature of the public
goods and the need for an entrepreneurial orientation. We propose that public or quasi-
public entities may need to change their organizational structure in order to act more
entrepreneurially. Propositions are raised to guide the development of new public or
private enterprises and provide the basis for future research.

Executive Summary: Like private organizations, the federal government creates new
entities in response to environmental, contextual or technological changes. For example
the Department of Homeland Security was created in a shift from the cold war to the war
on terror. It is likely that the new entity will tend to have the same structure as the parent
entity. This conceptual paper explores possible alternate structures for the new entity
based on the nature of the public goods, including the degree of essentialness and the
possibility of excluding part of the population from receiving the public good or service.
It also explores the role of or need for entrepreneurial orientation in shaping the structure
of the new entity. We propose that, under certain circumstances, public or quasi-public
entities may need to change their organizational structure in order to act more
entrepreneurially.

Propositions are raised to guide the development of new public or private enterprises and
provide the basis for future research. If the product is an essential public good and
exclusion of some parts of the population is unfeasible, the new venture should seek
public funding. If exclusion is feasible, the new venture could seek public or private
funding or philanthropy. If the product is a non-essential good, the new venture could
consider private funding and ownership or a hybrid model. Though there are exceptions,
the greater the need for the new entity to act entrepreneurially, the more beneficial it will
be for the new entity to have private ownership and/or funding. The new structure should
allow the entity to have an entrepreneurial orientation, e.g., to act autonomously and
engage in quick decision making, to be proactive, and to be more innovative. This will
enhance the probability that the new entity will more effective and, perhaps, more
efficient in accomplishing its mission.
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CASE OBJECTIVES AND USE

Students should better understand the challenges that family businesses face over time as they
succeed, or don’t succeed, from generation to generation. Students should better understand the
challenges and adversity that entrepreneurs face as their businesses grow. Students can examine
how a simple marketing plan, if well executed through careful planning and experimentation, can
create renewed growth in a well-established business. Students should be better able to
appreciate the uncertainties and complexities that come with planning the exit of a business for
its current ownership. This case can be used in graduate or advanced undergraduate courses in
small business, entreprenship, marketing, entrepreneurial marketing, advertising, and venture
management. It offers the student a glance at a very typical situation with a myriad of issues all
going on at the same time in a privately owned business. As entrepreneurial businesses grow,
develop and mature, their problems become more complex and often interrelated. Evans Glass
offers students an honest look at a fifty year old business that, while experiencing success the
likes of which it has not seen in the past, if facing some serious issues of succession in an
increasingly complicated competitive environment.

CASE SYNOPSIS

This case tells the story of Evans Glass Company, a fifty year old family business, which
specializes in commercial and residential custom glass products. For years, Evans Glass had
relatively stable sales under the leadership of Bill Evans, Sr. and then Bill Evans, Jr., who took
over the business from his father. After twelve years of continuing stability in revenues, Bill, Jr.
initiated a marketing plan to spur growth that was based on integrated marketing
communications methods, which featured television advertising for the first time in the
company’s history. All promotion had a consistent look and used the distinctive pink color that
Bill, Sr. had used to paint the trucks when the business first began. These marketing efforts have
been highly successful, doubling sales for Evans Glass the five year period since the plan was
implemented. Bill, Jr. has established goals and objectives that will guide Evans Glass to what
he hopes will be continued growth. But, Bill, Jr. is also now at a crossroads with Evans Glass.
While he has created a business that has seen significant growth and shows strong potential the
future, he has no clear exit plan for this venture. There is not a clear succession plan for this
family business. And, the industry is facing many new entrants and possible consolidation led
by a large regional or even national company that may create both opportunities and threats for
what has been a family owned business for the past fifty years.
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ACADEMIC ABSTRACT

Television no longer represents the primary means by which audiences access entertainment.

The convergence of technologies influences economic and social development in the media
marketplace. The union of broadband and digital communications increases segmenting of the
audience and venues for distribution of content and leads to increased competition and
deregulation. This case study of a privately held company, Banyan Productions, shows how
media convergence influences business practices and production content of a media organization.
It further highlights the need for media institutions to understand how segmented content,
distributed to fragmented audiences via multiple platforms, can position them for economic
success.

EXECUTIVE SUMMARY

What will be necessary to succeed in the new marketplace of converged technologies is that the
content be available anytime, any place and on any device. This new model defines tomorrow’s
media marketplace and will enable both producers and providers of content to reach consumers
on various levels, affecting interaction in a one-to-many and many-to-many model via consumer-
to-business and business-to-consumer outlets (PricewaterhouseCoopers, 2006).

In what PricewaterhouseCoopers terms “Lifestyle Media,” converged technologies and
segmented media bridge the gap between professional and user created content available on-
demand. This results in a new model of programming in which consumers play a role in how,
when, and where they receive their content.

The dominant problems facing the small media company are that growth is necessary for
continued success in the media marketplace and emerging technologies will shape how content is
created, distributed and marketed. To compete in the convergence marketplace, companies such
as Banyan Productions, a small privately held media production business, will need to transform
themselves by finding outlets to other media that will enable them to reach larger audiences.

The successful program distributor of the next five years will need to understand multi-platform
distribution as well as merging of platforms for interactive distribution of content. This will
mean employing both traditional and emerging technologies in new ways that define user
interaction not in terms of traditional program formats such as the half hour or hour program but
in short, segmented sequences that can be user designed, to enable connectivity in a more
individualized way.



INTRODUCTION

The rapidly changing technologies that enable us to access information and entertainment will
influence the lifespan of media entrepreneurs whose primary business objective is to produce,
distribute and market content. No longer is the linear format that television represents the
primary means by which the audience accesses entertainment. The convergence of technologies
such as broadband and digital communication is influencing both economic and social
development in the media marketplace. Adding to the segmenting of venues for distribution of
content is the segmenting of the audience, increased competition and deregulation. Even the
most visionary media institutions distributing content must refocus their goals and re-educate
themselves to understand how segmented content, distributed to fragmented audiences via
multiple platforms, can be positioned for economic success.

Summary

Banyan Productions, a Philadelphia based company with offices in Los Angeles, California, was
founded in 1992, as a small production facility that would create content for cable television
networks. From producing one program in 1992 to now more than 600 episodes per year,
Banyan has evolved with the changing media landscape, ebbing and flowing in its financial
successes. The major challenges for this small privately held business in the 21st century are to
identify change agents and articulate a vision that will enable them to be financially successful.

New technologies are now eroding profit margins and a media production company that wants to
progress to the next level must have a well thought out business plan; a course of action that will
enable them as entrepreneurs to keep growing with the changing technological landscape. The
key to success for an independent production company is multi-pronged. Ownership of content is
a high priority if generating money is important. Other considerations include producing volume,
securing financing, specializing in a genre and even looking at new channels of distribution such
as DVD or iPod (Romano, 2004). Television networks, among the most powerful sources of
entertainment, are beginning to realize that traditional media delivering linear content at a single
time will not be the future for our highly connected, individualized society. One question that
arises is, how can content either be repurposed or freshly designed to engage today’s audience,
which may access more than two media at a time for entertainment and information?

This kind of repurposing may be difficult for an established company to take on because it alters
the product or service on which it was founded. However, individuals such as Harvard business
school professor, Clayton Christensen, have pointed out that pursuing disruptive innovation
strategies, which require a business to reach outside of its usual customer base and go after a new
market and service, may be the only thing that can save a company from failing in the long run
(Innosight, 2005). According to Christensen’s disruptive innovation theory, when a new
technology emerges and disrupts old ways of doing business, it not only changes the product, it
also changes the marketplace (“Disruptive,” 2006). And companies like Banyan will only be able
to survive the changes that surface from new technologies if they follow an emergent strategy
plan. This requires rapid adjustment, a focus on immediate action, and confidence in knowing
that new growth may be slow, but being a forerunner is more important (Innosight, 2005). On the
other hand, this kind of business plan also means that a strategy should never be static, and must



always be reevaluated (Innosight, 2005). If Banyan’s new venture does not work as well as it
should, it will need to respond early and often to reshape the product and service in a way that
will keep the production company on par with changing audiences and media markets.

How we define media markets in the 21% century is largely a factor of redefining the marketplace
that is changing as a result of technological convergence. According to media economist Alan
Albarran, Ph.D., the blurring of boundaries across media contributes to the need to either
repurpose content or take new content and distribute it in different formats across platforms.
Today, producers of content (e.g. text, video, audio, and graphics) “can digitize program material
and can send it as is or repurpose it for distribution on other formats” (Albarran, 1998).

The redefined communications marketplace is now driven by convergence of technologies
(broadcast, cable, satellite and broadband) with the integration of devices (phone, computer,
television), which makes both content and access multi-faceted (PricewaterhouseCoopers, 2006).
In the past, programming was controlled by content providers and distributors (networks); now
the audience can have a role in shaping content. This is the beginning of a new approach to
consumer use that PricewaterhouseCoopers terms “Lifestyle Media,” (2006) the combination of
a personalized media experience with social content for participation. Lifestyle media bridge the
gap between professional and user-created content as well as that world between limited free
time and actual time spent engaged with a medium (PricewaterhouseCoopers, 2006, p.2).
Consumers today have control over content and medium, ultimately defining how content will be
distributed via new “segmented media models already in place” (PricewaterhouseCoopers, 2006,
p. 7). Content owners will need to investigate how to “develop convergence-native content
rather than concentrate solely on re-packaging existing content for multiple platforms”
(PricewaterhouseCoopers, 2006, p.7.).

Business Model

Like many small media businesses, Banyan Productions’ beginning dates back to the basement
of the owners’” home. Susan Cohen-Dickler and Jan Dickler partnered with friends Ray Murray
and Kelly Ryan to form the production company founded on the premise that “great television
should cause viewers to feel emotion, to have a reaction and then to take action. This principle
still informs every aspect of Banyan’s work™ (J. McHale Waite, personal communication,
February 2006). Innovation is a component of media entrepreneurship, and the innovative uses
of converged technologies enable companies in this arena to experiment with content in
inventive ways. But along with innovation comes risk, also a component of media
entrepreneurship. In the case of Banyan, the company began with a single program and
developed other programming initiatives including infomercials, which were a new spin on an
established programming concept for a young cable market. The idea of program length
commercials was innovative and risky. There were questions about whether the audience would
accept this new program format. The advertisers were pushing the envelope. Media
entrepreneurs are known for turning opportunities into new ventures executed in an established
or new market for financial gain.

Researchers comment that entrepreneurship is characterized by its ability to adapt to change
(Welsch & Maltarich, 2004). Change is most often associated with flexibility and, more



importantly, the ability to transform rapidly, whether through change agents such as technology
or those influenced by financial and economic goals. Technology is a major change agent in
media entrepreneurship. The small production company like Banyan will need to look both
internally and externally to define itself and its future.

Banyan executives will likely seek the best way to attract both money and viewership. Former
CEO Jeanne McHale Waite explains that the company will do this through the release of multi-
platform content. As broadcasting becomes less of a cash cow, production companies will look
for other means to reach the audience. The margins of the linear broadcast model are “being
squeezed” (personal communication, February 2006).The audience is declining, resulting in a
drop in income for television station owners. Advertising Age reports that the results of a study
released by Nielsen/NetRatings indicate that “broadband penetration is up 13% from last year to
95.5 million homes, which means 68% of active home-Internet users now use a broadband
connection (Taylor, 2006; “Rise,” 2006). Jupiterresearch recently released a study whose results
affirm that Americans are spending as much time online as they are watching television (about
14 hours per week) (“Jupiterresearch,” 2006). Today’s audience multi-tasks and is multi-
dimensional. Media usage is more interactive, not passive as television is. And in the world of
convergence, multi-tasking means that one user can interact with as many as four media at once.
For the content producer, this means a multitude of opportunities to reach the audience and sell
product, not just entertain.

Banyan did not capitalize initially on this new technology to reach the mass audience. Now,
realizing that the integration and intersection of media are changing the face of the consumer, the
company is reinventing its approach to content and the consumer. PricewaterhouseCoopers
reports in 2006 that “consumers are increasingly calling the shots in a converged media
world...no longer a captive, mass media audience, today’s media consumer is unique,
demanding and engaged” (2006, p. 1). Technology is enabling consumers of the 21* century to
be designers of their media content through broadband and Internet Protocol (IP). Today’s
consumers are not dependent on television programming aired at specific times on a single
channel because they can customize their line-ups through TiVo or their iPod and produce their
own content for distribution on social networks. Currently more than one-third of American
households indicate they have Broadband access and PricewaterhouseCoopers predicts this
number will double in the next five years (2006). Access to Broadband is defining how
consumers schedule social and leisure time. Consumers now play a role in how, when, and where
they receive their content, and they can repurpose it to share with others, becoming producers of
content themselves.

Banyan, realizing the impact of new technology on these distribution outlets, is experimenting
with venue and content. They will roll out a new show this year that features a health and fitness
talk show with a “name brand” athlete. The content will be distributed on multiple platforms:
iPod, cell phone, broadband and television. The talk show format will take advantage of the
Banyan mission: use storytelling to reach audiences; real people telling timeless stories without a
script (J. McHale Waite, personal communication, February 2006).This core vision branded
Banyan in 1992 and remains today. Banyan executives believe that non-scripted content is what
the audience wants and they will continue in that genre. It is one that has proven successful over
the years. Today, the company estimates that they produce 600 episodes of reality based content



annually. Their goal today: apply storytelling to multiple media and to own, hold and sell
intellectual property that entertains the public (J. McHale Waite, personal communication,
February 2006).

The dominant problems facing a company like Banyan are that growth is necessary for continued
success in the marketplace and emerging technologies will, in some fashion, shape how content
is created, distributed and marketed. However, that will be very different from how content was
created, distributed and marketed even one year ago. Banyan, McHale Waite says, must launch
multiple platforms with its newest program entity, the celebrity fitness-health, talk show
featuring Terrell Owens. In the economies of scale, Banyan will be shooting for four platforms
and will roll out programming for iPod audio, iPod video, the cell phone and broadband IP.
Subscription media will prevail in the new marketplace of convergence where there is overlap in
economies of scale. In the converged world, Banyan’s challenge will be to take the mission of
real people telling real stories and design it for each medium, tailoring the opportunity for the
viewer and the format.

The challenges Banyan may face are the fragmentation of the market and the fact that the bulk of
money is still concentrated in traditional media. Americans lag behind other nations in
connectivity. For example, McHale Waite notes that in China, 80% of the people have video
enabled cell phones while only 48 % of the American population has video enabled cell phones
(personal communication, February 2006). Many questions arise from the convergence of
technologies but foremost must be how to diversify content without changing it too much.
McHale Waite notes that “if you take a small bite out of each platform and put a face or twist
there, you take a bite out of possibilities” (personal communication, February 2006).

PricewaterhouseCoopers (2006) reports the paradox of convergence is that the forces that enable
individual consumers to control video consumption are the same powers which enable
communities to employ tools to manipulate content and create new user experiences. Several of
the cable networks including Comedy Central and MTV Overdrive are providing vehicles for
managing the community that enable consumers to use content that is both network and
individually produced in a social setting. This co-mingling of content professionally and
consumer produced is one of key aspects of Lifestyle media (PricewaterhouseCoopers, 2006).

To meet the proposed demands of the new audience, Banyan is defining the content for each
medium. The subscriber model, effective for the iPod, will include personalized iPod minutes
with individual health and fitness tips for subscribers. Individual users will be able to
communicate with each other and share their personally designed content in a format for the
exchange ideas and content. This will augment the feeling of being part of a personal community
as well as a larger community (PricewaterhouseCoopers, 2006).The only obstacle to this new
form of consumption will be the limits that consumers place on themselves in terms of time and
money. The new media landscape integrates the iPod with broadband and cell phones that have
video capability. Ideally, a consumer could listen to content on his or her cell phone, access
personal tips on the iPod, see a program on the Internet and even watch a television show on the
computer. At one time, consumers were a captive audience, focusing 100% attention on one
medium. Today, businesses vie for attention that is segmented in a way researchers will need to
design new tools to measure reach. Those companies that will thrive in this converged media



arena are those that will help consumers effectively manage the vast number of options available
to them.

Research indicates that the consumer of the 21* century is drastically different from consumers
in previous decades. And, the nature of media as we know it is also changing in ways that will
forever impact the relationship of the viewer to the distribution channel and the producer of
content. The mass media as we know them are not likely to continue. In tomorrow’s converged
world, content and access will be plentiful (PricewaterhouseCoopers, 2006, p. 1). What does all
this mean for Banyan? The consumer will be able to access and manipulate content and services
in many ways (PricewaterhouseCoopers, 2006, p. 1).

Banyan executive McHale Waite knows that it is better to be in step with the emerging
technologies and their impact on the marketplace than to be behind the changes they have
already initiated. She also concedes that traditional media have hit a plateau. Banyan’s approach,
while not wholly innovative, represents a new way of thinking about disseminating content. In
addition to rolling out a new program this year they will be adding product integration to their
existing shows. McHale Waite estimates that 15 to 30 percent of advertising dollars are spent in
new media so the business wanting to move to the next level will have to rise, or it will fail
(personal communication, February 2006).

The effect of this new model on media economics remains to be proven. These are turbulent
times for media industries and the impact of new technologies on the economic stature of media
businesses is evident. The Lifestyle media that PricewaterhouseCoopers references represent a
change in the way in which we will receive or access video. Two years ago there may not have
been as many options. Today, in addition to cable and satellite operators, there are broadband
channels such as Google and Yahoo, Internet providers including America Online and devices
including the iPod and cell phone which enable the user to customize a schedule for his or her
video experience.

Today’s multiple platform potential for distribution of program content makes it difficult to
imagine how a small business can survive in the integrated media marketplace where big
businesses such as NBC, Disney and Sony, to name a few, are rushing onto the playing field with
innovative content that can play across technology lines. What will also set these media
entrepreneurs apart from their competitors is their ability to see the potential for profit in non-
traditional and non-linear ways.

In the world of multi-platform programming, viral marketing may be an effective means of
reaching the fragmented audience faster and deeper than linear media advertising could. Another
concept, product- integration in video games or V-casts, could create brand awareness that has
not been present in content produced for mainstream television outlets.

So What?
One impact of new technology is that new media experiences enable individuals to control and

manage content order. Many media entrepreneurs are experimenting with rolling out content on
multiple platforms. The Daily Show with Jon Stewart “reaches audiences through cable



networks, broadband video, hardcover books, DVD titles, blog-links, BitTorrent downloads and
mobile phones” (PricewaterhouseCoopers, 2006, p. 20). The PricewaterhouseCoopers model
suggests that innovative producer and user content will result from the successful collaboration
of media providers, media seekers, content providers, and advertisers. What will be necessary to
succeed in this new marketplace is that the content be available anytime, any place and on any
device.

Convergence has been defined as “the creation of a common distribution network that will
replace a previously discrete telephone, television and personal computing networks” (Collis,
Bradley & Bane, 1997, p.161). For a company like Banyan Productions, convergence will mean
evaluation of the intersection of technologies and content with audience reach. Research will
play a primary role in evaluating the impact of Banyan’s programming. While the convergence
of technologies and reshaping of content to address the intersection of these media will not
define a new, single medium, the creative content will play a large role in the success of this
entrepreneurial business venture into non-linear program distribution.

Banyan’s business model designed initially for a single medium can be effective as it is
repurposed for multiple platforms. The mission in 2006 is storytelling tailored to opportunity.
Where once the mission was only to look at storytelling for a single distribution channel, today
the world of multi-platform technologies means programming for broadband, traditional
television, mobile (phone) and the iPod. The company has continually modified its approach to
increase its reach and potential audience. Storytelling in a linear mode may be fine for television,
but that same genre will need to be repurposed for other media because of time, space and usage.
Producing content for multi-platforms also requires an understanding that the broadcast day,
once a 24 hour period, now has a longer potential. No longer are media users confined to
reception of one medium in real time. For an independent, privately held media company like
Banyan to move to the next level of success, it will need to be known for creating content that
reaches broadband Internet, cell phones and the iPod in the next six to eight months. The ability
to reach audiences over more than a 24 hour period in real time is influenced by the fact that the
younger generation receives information from more than one medium at a time.

Conclusion

Today, content providers are looking at other ways to reach their audience. Broadcast networks
are distributing their content over other media outlets including cell phones and the Internet.

One television network has even produced a video program just for the cell network. These short
(60 second) episodes have plots that develop quickly. CBS has already debuted a 60-second
show (“Cable,” 2006).

Banyan is poised to make an impact in the world of convergence through the newest program it
will introduce this year on multiple platforms. Some questions that arise about the introduction
of the T.O. show are not only about content but also about marketing. The “bad-boy” concept
that exemplifies Terrell Owens may be effective for the television audience well-versed in the
Jerry Springer type program. How will a different segment (18-25 or 18-39) of the population
respond to T. O. minutes or a training regimen proposed by T. O.? Is Banyan’s understanding of
the segmented market enough to catapult their producing to a level that will transcend



boundaries? Broadcast television networks have already experimented with reinventing content
for distribution over cell phones. These short (60-second) shows are about these companies
positioning themselves for a future they may not really understand. Even more important than
the audience may be the legal aspects of repurposing content. Material licensed to a company for
distribution on one media channel is not necessarily licensed for distribution on emerging
technologies.

The reality is that “old” or seasoned media are going to have to change the way they work with
each other, design content to reach audiences, and develop models for revenue streams. Video
becomes direct video like direct mail. The message is important and it must have a personal
touch. Measuring its impact on a one-to-one basis is going to be challenging, but so too is
creating content that will reach fragmented audiences in non-linear times on various media. This
is the challenge that faces the independent producer of content who wishes to have the
programming travel across media platforms.
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Abstract

In recent years, the number of new business formations has achieved record-breaking levels in
both the U.S. and India. This study explores interest in entrepreneurship among what may be
India’s next generation of entrepreneurs, namely undergraduate business students, and draws
comparisons to students enrolled in a U.S. Midwestern business school. Although South Indian
students demonstrate a significantly higher level of interest in starting new ventures than do their
U.S. counterparts, the characteristics of entrepreneurially-oriented students in both countries are
remarkably similar, and differ in important ways from non-entrepreneurial students. Students in
both countries perceive numerous opportunities for new business ventures.

Executive Summary

Prior research in Anglo nations has demonstrated marked differences between students who are
intending entrepreneurs and those who are not, although this has not been replicated in non-
Anglo nations. This paper reports findings from an exploratory study (N = 235) focused on
undergraduate business students in South India, and comparisons with their U.S. counterparts.

Using two questions to gauge students’ interest in entrepreneurship (i.e., “I would like to work
for myself” and “I would like to start my own venture”), the U.S.-based statistics are higher than
those reported among U.S. students in nearly all prior studies, providing a clear indication of
overall interest in entrepreneurship. However, interest in entrepreneurship among Indian
students was even higher still (sig. <.01).

The study also tested for differences between students who are intending entrepreneurs and non-
entrepreneurs with respect to six classic characteristics of entrepreneurs. Among U.S. students,
significant differences were found at the .001 level or higher on all six characteristics; in India,
significant differences were found at the .05 level with respect to four of the six characteristics.
So what? These findings suggest that while interest in the entrepreneurship may be at an all-time
record level in the U.S., it may be even higher overseas. Business practitioners may be already
recognizing this as numerous reports have documented increased outsourcing to India and
economists expect this trend to accelerate. While one cross-continent study cannot portend to
represent U.S. and Indian undergraduate business students’ interest in entrepreneurship, it is
hoped that it stimulates worldwide interest in the topic, since these students are the next
generation of business entrepreneurs.



Introduction

Like baseball and apple pie, owning a small business is part of the American Dream. Students
also are increasingly choosing to start their own businesses both before and during college, as
well as post-graduation. Some suggest the appeal of self-employment and launching a new
business in the U.S. has resulted from continued uncertainty about the economy, corporate and
government downsizing, and a declining number of corporate recruiters on college campuses
(Moore, 2002). Moreover, members of Generation X (those born between 1965 and 1990) do
not perceive launching a business as a risky career path. Described as “the most entrepreneurial
generation in history” (Zimmerer & Scarborough, 2002, p. 15), they account for approximately
70 percent of new business start-ups (Bagby, 1998; Phillips, 1999). In India, levels of
entrepreneurship as high as 17.9 percent have been reported in India (Manimala et al., 2002),
which placed the nation second among the thirty-seven nations studied by the Global
Entrepreneurship Monitor (GEM) in 2002. It has also been found that younger people are more
likely to be engaged in entrepreneurial activity than older ones (Manimala et al., 2001).

If a goal within business schools is to design courses and programs for both entrepreneurially-
oriented students as well as their traditionally-oriented counterparts, it is important to understand
similarities and differences among both sets of students. While this topic is not unique — indeed,
identifying characteristics of entrepreneurs and the variables that influence entrepreneurial intent
has been studied by several other researchers — we know of know other study that has examined
these characteristics at a cross-continental level. In fact, we know of know other study that has
been conducted to explore interest in entrepreneurship among students in non-Anglo countries.
Thus, while one cross-continent study cannot portend to represent undergraduate business
students’ “global” interest in entrepreneurship, or the global characteristics/traits of
entrepreneurially-oriented students, we hope that it stimulates worldwide interest in the topic,
since entrepreneurship is, indeed, a worldwide topic.

STUDENTS’ INTEREST IN ENTREPRENEURSHIP

Early research focused on exploring business students’ interest in entrepreneurship and
entrepreneurship courses, and identifying characteristics of entrepreneurs and variables that
influence entrepreneurial intent (e.g., Hills & Barnaby, 1977; Sexton & Bowman, 1983; Hills &
Welsch, 1986; Hutt & Van Hook, 1986; Hatten & Ruhland, 1995; Ede et al., 1998). Henderson
and Robertson (1999) collected data from “young adults” aged 19 to 25 years who were studying
entrepreneurship in Scotland, business students in England, and newly hired employees at a
major U.K. bank, finding that 67 percent of those studying entrepreneurship expressed a desire
for self-employment, compared to 5 percent among the rest.

In 1999, Sagie and Elizur reported the findings from a study conducted among U.S. students of
small business and students of business and economics. The purpose of their study was to
measure the achievement motive among students regarded as having high and low
entrepreneurial orientations, respectively. Differences were found among four achievement
components tested with small business students tending to score higher than their business and
economics counterparts.



To summarize, a review of the literature suggests that there has been growing interest in
entrepreneurship among business students in the U.S. and other Anglo nations. The majority of
published studies to date have focused on the identifying characteristics of students who were
interested in entrepreneurship (e.g., desire for self-employment), related explanatory factors
(e.g., prior family business experience), and demographic differences (e.g., gender, race).

METHODOLOGY

A questionnaire was developed to explore undergraduate students’ interest in starting their own
businesses. Three important research questions were identified.
1. To what extent do business students, both domestically and internationally, possess
the characteristics that are commonly viewed as indicators of entrepreneurial intent?
2. To what extent do domestic and international business students have an interest in
innovating new products or services?
3. With are the differences in #1 and #2 above between entrepreneurially-oriented
students and non-entrepreneurs?

The questionnaire contained seventeen statements designed to measure interest in
entrepreneurship and characteristics of entrepreneurs to which students responded using a five-
point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree); for example, “I am a risk taker.”
It also queried students regarding specific demographic descriptors, such as rank, gender, and
whether or not their family owned a business.

While the primary language at the Indian institution (Madras Christian College, a private college
of approximately 5,000 students) where the questionnaire was administered was English, it was
necessary to adapt/refine the questionnaire in a few minor ways for idiomatic reasons. While the
“heart and soul” of the questionnaire remained intact, a few minor terms required modification.
For example, terms such as “Freshmen” were modified to “I YR.” The questionnaire was
pretested in India, and improved before distribution. The survey was administered also
administered during the summer.

FINDINGS

The U.S. portion of the study was conducted using Blackboard course management software
during the 2003 summer semester.' An e-mail was sent to all students (approximately 5,000)
directing them to a site where they could complete the survey electronically, with an incentive
offered for completing the survey. In total, 728 students completed the survey, representing a
response rate of nearly 15 percent. With respect to academic major and gender, the sample was
judged as quite representative of the university’s student population during the “regular”
academic year. The data was filtered to identify only business students, who numbered 142. In
India, the questionnaire was administered on/y to business students using a convenience sample,

! Grand Valley State University is rated among “America's 100 Most Wired Universities,” and is well-known for its
use of innovative technology, including in-class computer stations, wireless connectivity in academic buildings,
web-based instructional activities, and so on. One hundred percent of students have e-mail access as well as a
Blackboard account.



who numbered 94; the gender distribution was also judged to be representative of the college’s
student population.

Evidence of Interest in Entrepreneurship

Using a five-point Likert scale, all respondents were asked to indicate their level of agreement
with two statements regarding a career in entrepreneurship: (1) “I would like to work for
myself;” and “I would like to start my own venture.” Combining Strongly Agree and Somewhat
Agree Responses, among U.S. students, 69.7 percent (99 of 142) indicated that they wanted to be
self-employed, while slightly over half (53.5 percent, or 76 of 142) expressed a desire to start
their own new venture. Among Indian students, 64.9 percent (61 of 94) indicated that they
wanted to be self-employed and an even higher percentage (81.0 percent, or 77 of 94) expressed
a desire to start their own new venture.

Testing for significant differences between U.S. and Indian students’ level of interest in
entrepreneurship indicate differences < .01, as shown in Table 1. In both cases, the means
indicate an overall higher level of interest in entrepreneurship among Indian students, at least at
this particular institution, than even U.S. students.

Table 1: Comparison — Business Students’ Interest in Entrepreneurship

STATEMENTS LOCATION N | Mean Std. t df | Sig.
dev.

I would love to work for myself. | U.S. 142 3.77 1.259 | -2.620 | 234 | .009
India 94 4.18 1.067

I would like to start my own U.S. 142 3.35 1.250 | -3.142 | 234 | .002
venture. India 94 3.87 1.249

The U.S.-based statistics are higher than those reported among U.S. students in nearly all prior
studies (e.g., Scott & Twomey, 1988; Karr, 1988;), as well as statistics reported by DeMartino
and Barbato on the likelihood of MBA alumni of a top tier U.S. business school becoming
entrepreneurs in the short-term (2002). Moreover, they provide a clear indication of overall
interest in entrepreneurship among undergraduate students, but particularly those in India.

Further interest in entrepreneurship was demonstrated by two questions:
1. Have you ever designed or developed a new product or service?
2. Do you have any plans to start a business in your field of interest? (India only)

Among U.S. students, 17.6 percent (25 of 142) indicated that they had already designed or
developed a new product or service, as compared with 36.6 percent of Indian students (34 of 93).
Chi-square testing revealed a significant difference at the .001 level (y = 10.736, df = 1).
Although the second question was posed only to Indian students, 53 of 93 students (57.0 percent)
indicated that they had plans to start a business.




Characteristics of Entrepreneurs

The survey contained six statements describing characteristics of entrepreneurs to which students
responded using a 5-point Likert scale (1=Strongly Disagree, 5=Strongly Agree). The six
statements included:
1. Tam arisk taker.
I have an idea for a new product or service.
I like to tinker with ideas for new products.
I like to dream about new services.
I have many ideas for possible new businesses/organizations.
[ am on the alert for new venture ideas.

ARl e

As reported in another study conducted by the authors (Levenburg et al., 2006), analysis of
variance testing among U.S. students for differences between students who intend to start a new
venture and those who do not revealed significant differences at .001 or higher on all six
aforementioned characteristics. The same tests were conducted among Indian students;
significant differences were found at the .05 level of higher, as shown in Table 2.

Table 2 — Indian Students’ Entrepreneurial Characteristics by Entrepreneurial Intent”
(N = 94, means shown, percentages for the sum of Somewhat Agree plus Strongly Agree are
shown in parentheses)

Intending Non- t df | Sig.
STATEMENTS Entrepreneurs | Entrepreneurs

I am a risk taker. 3.81 3.75 -.198 69 | .844

I have an idea for a new product or 3.47 2.00 -3.841 | 68 |.000
service.

I like to tinker with ideas for new 3.75 3.00 -2.222 | 67 |.030
products.

I like to dream about new services. 4.20 3.33 -2458 | 69 |.016

I have many ideas for possible new 3.30 242 -2.327 | 68 |.023
businesses/organization.

I am on the alert for new ideas. 3.62 3.17 -1.222 | 68 |.226

? Entrepreneurial Intent is measured by summing “Somewhat Agree” and “Strongly Agree” (or “Somewhat Disagree

and Strongly Disagree”) to the question, “I would like to start my own venture.” Students who were neutral about
starting a business were excluded from this analysis.

Next, the same six statements were used to test for differences between intending entrepreneur
business students in the U.S. and India. No significant differences were found at the .05 level on
any of these items; the only statement approaching statistical significance was “I like to dream
about new services” at .089. These findings suggest, even at this initial and exploratory level,
that characteristics/traits of entrepreneurially-oriented students may be similar, even across
cultures.



Finally, students in both the U.S. and India were asked the question, “Does your family own a
business?” Among U.S. business students, 29 of 142 (20.4 percent) reported a family business
background, versus 31 of 94 (33.0 percent) of Indian students. This difference was significant at
y=4.703, df = 1, sig. = .030. However, no significant difference was found in terms of family
business ownership when the data was filtered to examine only intending entrepreneurs in both
nations.

Perceptions of New Venture Opportunities

The questionnaire contained two statements designed to measure students’ perceptions
concerning new venture opportunities and the extent to which they believed they are encouraged
to pursue new venture opportunities:

1. There are many opportunities for new businesses in my major field(s) of study.

2. At my institution, students are encouraged to pursue new ventures.

Using a five-point Likert scale (1 = Strongly Disagree, 5 = Strongly Agree) to respond, the
survey results revealed highly significant differences (<.001) on both items between business
students in the U.S. and India on both of these items, as shown in Table 3. Curious about these
findings, the analysis was filtered to include only those previously identified as
entrepreneurially-oriented, with results that were significantly different at the .01 level. From
this we conclude that whether the student respondents see themselves are entrepreneurially-
oriented or not, Indian students overall perceive far greater new venture opportunities than do
U.S. students.

Table 3 — Perceptions of New Venture Opportunities among Business Students in US and
India
(N = 236, means and standard deviations shown)

U.S. India t df | Sig.
STATEMENTS n =142 n =94
There are many opportunities for new 3.11 3.98 -5.500 | 234 |.000
businesses in my major field(s) of s=1.261 s =1.057
study.
At my institution, students are 3.20 3.82 -4.235 | 234 |.000
encouraged to pursue new ventures. s=.919 s=1.311

DISCUSSION / CONCLUSION

Much has been written in recent years on the topic of entrepreneurship, and its surge in interest
among college and university students in Anglo nations. As evidenced by the growing number
of Centers for entrepreneurship on college/university campuses, newly established academic
departments, majors/minors/concentrations/programs, students — at least in the U.S. — seem to be
well-supported in their entrepreneurial ambitions. Too, student-based organizations, such as the
Collegiate Entrepreneurs’ Organization (CEO) have been formed to further assist aspiring
entrepreneurs. And publications such as FastCompany seem to target the high-tech-minded




entrepreneurially-minded Generation X-ers, with even instructor resources for professors who
wish to incorporate their articles into college classroom readings and discussions. In short, U.S.
students seem to have a wealth of resources at their fingertips to support their entrepreneurial
ambitions.

The findings of this study suggest that while a considerable percentage of U.S. students aspire
towards entrepreneurship, the percentage may be even higher in India. Because we were
somewhat surprised by these findings, one of the authors engaged in subsequent face-to-face
conversations with the Indian business students who had completed the questionnaire to learn
more about their entrepreneurial goals. The types of businesses that they said they planned to
launch, in the majority of cases, may be described as “opportunity-based entrepreneurship”
serving markets outside India — either export-oriented businesses (e.g., tea, furniture, leather
products, essential oils), or high-tech businesses (e.g., computer products/accessories, Web
design services) serving global clients. Their stated rationale was the comparative low value of
the rupee relative to other currencies. Only a minority were interested in serving an indigenous
market — and here, with Westernized products, such as fast food. When asked what they felt
might explain the higher interest in entrepreneurship among Indian business students compared
to their Anglo counterparts, they cited three factors: (1) greater focus and creativity in
developing new products; (2) greater initiative; and (3) greater competition.

With regard to focus, they indicated that years and years of regimented study in school enabled
them to be highly focused in their work. Greater initiative, they attributed to the fact that
resources are not “handed” to them; instead, they must go out and work hard to find and get
them. Finally, they see competition in relation to the size of the population... because there are
so many people in India, they said, they are always competing with others in lines, in traffic, and
in classes (in fact, class standings are published in ranks). Thus while these initial observations
should be interpreted with care, they seem to suggest that further research may be warranted to
better understand the characteristics of non-Anglo aspiring entrepreneurs and the resources
needed to support their aspirations.

In any case, this study suggests that not only is the entrepreneurial spirit alive and well in the
U.S., but is perhaps even more fervent in India. While this is the only study we know of that has
examined interest in entrepreneurship among Indian students, we hope it stimulates interest in
the topic on a more international level since it appears as though business students, whether in
the U.S. or India, possess some amazingly similar personal characteristics.
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McKendall Farms: A Retail Relocation Decision

Nancy M. Levenburg, Grand Valley State University
441-C DeVos Center, 401 W. Fulton Street, Grand Rapids, MI 49504
616-331-7475; levenbun@gvsu.edu

CASE OBJECTIVES AND USE

The case is designed to be used in a course in which students explore operations and business
strategy decisions within the context of dynamic environments. It would be suitable for use in
upper-level undergraduate courses in Entrepreneurship, Family Business or Small Business
Management, Operations Management, or Retail Management.

It is designed so that students will analyze the current situation and develop recommendations to
improve business effectiveness. Specific case objectives include:

1. Tllustrate issues and challenges associated with competing in a niche market.

2. Evaluate a retail relocation decision, including breakeven analysis.

3. Develop promotional strategy recommendations.

The case is intended to be discussed in one class session of approximately 50 minutes duration,
with approximately 3 hours of external preparation.

CASE SYNOPSIS

Over its eighty year history, McKendall Farms prided itself on maintaining high quality
standards, growing all its own feed, buying from few outside sources, and raising all natural meat
products (beef, pork, chicken, and turkey). The original store was on the farm in Belding,
Michigan. Due to growing interest in healthful eating, the company opened three additional
stores in the Greater Grand Rapids area since 2001, each of which has surpassed profit goals. At
the time of the case, the owners (fourth generation farmers) are contemplating moving the
Belding farm store to nearby Greenville, a town of approximately 8,000 residents.

Customer and drive-zone analyses of the three suburban stores as well as breakeven analysis
indicate that a move to Greenville should be pursued. Four possible sites are identified; two in
outlet mall plazas in close proximity to a large retail grocery/superstore and two in downtown
Greenville. Overall, it is recommended that McKendall Farms opt for one of the outlet mall
sites, provided that its neighbors will be complementary, parking is adequate, and traffic
congestion will not be a problem.

Using breakeven analysis, the case provides an opportunity for students to evaluate a retail
relocation decision in light of changing market conditions, including the pros and cons associated
with four alternative locations. It concludes by linking operations strategy and marketing
strategy: students are asked to consider the impact of the store relocation on both the existing
Belding and new Greenville markets, and what promotional strategies should be used to
communicate with each.



Dollar Enterprise: The Small Step to Success

Kathleen Liang, The University of Vermont
Burlington, Vermont 05405
(802) 656 0754 CLIANG@uvm.edu

Dollar Enterprise, one of the smallest ventures that uses the smallest investment,
$1, was created in Spring 2005. This activity is a part of the Introduction to
Entrepreneurship course offered in the University of Vermont. There are 100 students
registered in this course every semester, and this course is offered every semester. Every
semester, students will be organized into 10-12 teams, and each team will simulate the
new venture creation process in one month. The purpose of the Dollar Enterprise
Activity is to give the students an opportunity for a hands-on approach of a start-up
venture. Students should access the different strategies and methods of starting,
organizing, and maintaining a profitable business. They are to incorporate techniques
learned in class; along with knowledge gained from assigned reading into the way they
interact with others in their group, and how to manage their day to day operations.

Basic Idea:

Through a dollar in seed money per person along with a dollar in investment
contributed by each person in the group, they are to develop any type of business that can
be conducted on campus and oriented towards campus students and affiliates. The
business is to operate on very little start-up cash and miscellaneous spending and be able
to maintain itself for a period of four weeks while realizing a profitable gain at the end.
We hope to see that through this process students will gain an understanding of the
different variables that are involved in becoming an entrepreneur, along with the
necessary steps taken to operate a start up business.



ENTREPRENEURIAL OPTIMISM, CHARACTERISTICS AND
PERSONAL/FAMILY EXPERIENCES IN NEW VENTURE CREATION
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Burlington, Vermont 05405
802-656-0754, CLIANG@uvm.edu

Paul Dunn, The University of Louisiana at Monroe
ABSTRACT

This article presents a novel approach to measure entrepreneurial optimism and its relationship to
entrepreneurial characteristics, expectations and outcomes of new venture creation. We have
demonstrated that many entrepreneurs are optimistic. Further analysis shows that optimism
relates to some entrepreneurial characteristics such as creativity, and risk acceptance but not to
independence and control. There is no significant relationship between optimism and
entrepreneurs’ expectations that the new venture will improve personal and family well being.
After creating and running their own businesses, entrepreneurs who are optimistic seem to
believe that the new venture indeed brings more happiness to their lives.

EXECUTIVE SUMMARY

Entrepreneurship has been recognized as one of the critical factors that generate wealth in the
economy. Economic literature has suggested that entrepreneurship is missing in general
economic theory. Entrepreneurship literature also acknowledged the importance of
understanding the role of entrepreneurs whose characteristics and behavior do not mimic the
conventionally defined “economic men” in economics theories.

Major contributions of this study to existing literature include: (1) this article is among the first
to directly assess optimism and its relationship with other entrepreneurial characteristics and
experiences for entrepreneurs and their families in new venture creation, and (2) this study
applies a common psychological tool to examine optimism in entrepreneurship, which is among
the first to build a link between psychology and entrepreneurship theories.

The findings suggest that a majority entrepreneurs interviewed are somewhat optimistic about
their futures, which verifies the assumed personal trait in entrepreneurship literature. However
optimism might not relate to any specific expectation (personal happiness, family happiness, and
financial rewards) of new venture creation. We have also discovered that some entrepreneurs
had lower expectations prior to their new venture creation, and they experienced higher
outcomes after starting. Other important findings indicate that there is no significant relationship
between optimism and independence and control, and how entrepreneurs assess expectations and
outcomes on personal and family well being prior to creating their businesses. A significant
relationship was found between optimism and creativity and risk acceptance.



INTRODUCTION

Researchers in entrepreneurship have attempted to generate a profile theory of entrepreneurs.
Optimism, a common attribute studied in many psychological experiments, is an entrepreneurial
characteristic that often appears in entrepreneurship studies. Unfortunately entrepreneurship
literature has not provided empirical evidence that demonstrates that entrepreneurs are
optimistic, the levels of optimism, and the relationship between optimism and other
entrepreneurial characteristics and to personal/family satisfaction in new venture creation.

More (1998) described optimism as the fuel of heroes, the enemy of despair and the creator of
the future when he discussed dynamic optimism — an active, empowering, constructive attitude
that creates conditions for success by focusing and acting on possibilities and opportunities.
Optimism, from the psychological perspectives, has not been investigated thoroughly in existing
entrepreneurship literature. While entrepreneurship researchers often conceptually describe
optimism related to entrepreneurs and the consequences of new venture creation, there is little
data to verify if entrepreneurs are optimistic and how optimism influences personal or family
experiences in new venture creation.

Though preliminary, this article presents some of the first empirical evidence to explain (1) if
entrepreneurs are really optimistic, (2) their level optimism, (3) how optimism relates to other
entrepreneurial characteristics, and (4) how optimism relates to entrepreneurs’ assessment of
personal and family satisfaction in the process of new venture creation. This study was designed
to capture the essence of optimism among entrepreneurs utilizing a robust psychological test
(Life Oriented Test — Revised).

LITERATURE REVIEW

Researchers in psychology have investigated optimism as an attribute that links to positive
thinking, better outcomes, personal control, personal well-being, coping strategy, self-esteem, or
interactions between individuals and researchers in entrepreneurship field often relate optimism
to other entrepreneurial characteristics (self confidence, high expectations, willingness to accept
risks, etc.) that impact on entrepreneurial decisions and actions.

OPTIMISM IN ENTREPRENEURSHIP LITERATURE

Optimism is listed with other characteristics of entrepreneurs such as high achievement drive,
action oriented, internal locus of control, tolerance for ambiguity, moderate risk taking,
commitment, opportunistic, initiative, independence and commitment/tenacity (Liang and Dunn,
2003; Malach-Pines, Ayala, Arik Sadeh, Dov Dvir, and Orenya Yafe-Yanai, 2002; Crane, 2004).
Most researchers who have studied entrepreneurs’ characteristics or traits agree that optimism is
very important to venture success. Optimism is seen by some as a negative force that can lead to
problems and by others as positive force (Baron and Shane, 2005; De Meza and Southey 1996;
Brocas, 2004; Puri and Robinson 2004; Simon and Houghton, 2002; Petrakis, 2005; Hey 1984).
Others writers have emphasized the positive impact of optimism on entrepreneurs, their success,
and their contributions to the economies in which they operate (Kuratko and Hodgetts, 2004)



OPTIMISM FROM THE PSYCHOLOGICAL PERSPECTIVE

In the psychology, optimists were found in many discussions of positive psychology as
individuals who see things positively (Centre for Confidence and well-being, 2006). The type of
optimism suggested by entrepreneurial literature is very similar to “dispositional optimism” in
psychology. Dispositional optimism is the bias to, across time and situations hold positive
expectations. Individuals who are dispositionally optimistic believe that, in general, their life
goals will be met (Sujan, 1999; Wrosch and Scheier, 2003; Chang, 2001; Haugen (2004).
Optimists feel that they have a significant role in initiating projects, have adequate control and
time to carry them out, and have made more progress toward their goal and have relatively
heightened expectations that the outcomes of their projects will be successful (Jackson, Todd,
Weiss, Lundquist, and Soderlind, 2002; Jackson, Todd, Weiss, Lundquist, and Soderlind, 2002).

Psychologists have also discovered that optimism is related to psychological well-being and
coping behaviors (Leung, Moneta and McBrice, 2005; Day and Maltby, 2003; Wrosch and
Sheier, 2003; Scheier and Carver, 1987). Other psychologists suggest, as have entrepreneurial
researchers, suggest that optimism can have negative consequences (Schulman, 1999; Niven,
2000). Optimism goes much deeper than we have believed, and links many different concepts
that cross or overlap entrepreneurship and psychological theories. Barbera (2004, p. 22)
indicated that over the long haul, “one needs to recognize that persistent optimism, the signature
characteristic of American entrepreneurs, provides the dynamism that delivers growth for the U.
S. economy.”

While many have discussed the optimism of entrepreneurs and have suggested that optimism
could generate both positive and negative possibilities that would influence personal and
business development, no literature could be found in which an attempt was made to measure
entrepreneurial optimism and how optimism impacts entrepreneurs’ assessment of their life
experiences or family life experiences related to the new venture creation. The assumed
relationship between optimism and expectations in the entrepreneurship literature led the authors
to attempt to determine if entrepreneurs are optimistic and, if optimistic, whether that optimism
is related to other characteristics and life experiences? To do that, we followed Baron’s
suggestion that “...from both a scientific and a practical perspective, applying the principles and
findings of psychology to the study of entrepreneurs seems to hold great promise.” (Baron, 2000,

p. 18)
RESEARCH METHODOLOGY

A questionnaire was designed to include questions about demographics, optimism assessment,
entrepreneurial characteristics, and expectations before and realized outcomes after creating the
new ventures. Statements for optimism assessment were adapted from the Life Orientation Test-
Revised (LOT-R) (Scheier, Carver and Bridges, 1994), a widely used tool in psychology (Burke,
et. al. 2006; Burke, Joyner, Czech and Wilson, 2000; Puskar, Sereika, Lamb, Tusaie and
Mcguinness, 1999; Creed, Patton and Bartrum, 2002; Perczek, Carver, Price and Pozo-
Kaderman, 2000; Sydney, et. al. 2005; Walker, Nail, Larsen, Magill and Schwartz, 1996; Centre
for Confidence and Well-being, 2006).



Entrepreneurs responded to a Likert scale from “strongly agree” to “strongly disagree” for all
statements in entrepreneurial characteristics, expectations and outcomes assessment. The
questionnaire was administered to a convenience sample of entrepreneurs (business owners only)
whose businesses were in the Louisiana Delta region. The interviews were conducted between
January 2006 and May 2006. One hundred and seventy questionnaires were completed and
usable. Pearson correlation coefficients were calculated between the measures of optimism and
characteristics, optimism and expectations, and optimism and outcomes to verify any significant
relationship.

RESULTS
Summary of Sample Demographics

About two-thirds of the respondents were male, over 80 percent were white, 77 percent started
their own businesses, 40 percent of the respondents started their businesses less than five years
ago, 32 percent started their businesses over 15 years ago, and 27 percent started between six to
fifteen years ago. About 90 percent of the respondents were in retail or service businesses.
Two-thirds of the respondents had experience in the line of business, 65 percent had operations
experience, and 61 39 percent of the respondents had management experiences prior to starting
their own businesses.

Seventy-four percent of the businesses in the sample were in an urban area, 64 percent of the
businesses had less than 5 full-time employees, 71 percent of the businesses had less than 5 part-
time employees, 23 percent of the businesses had no full-time employees, and 74 percent of the
businesses had no part-time employees. Most of the businesses relied on personal savings, family
savings and commercial loans to start, entrepreneurs who were married indicated that 25 percent
of the spouses were very involved, and 25 percent of the spouses were not involved at all. Sixty-
six percent of the respondents said that their annual sales were less than $500,000.

Are Entrepreneurs Optimistic?

One of the most important research questions that we asked was, “Are entrepreneurs really
optimistic?” The entrepreneurs studied indicate that a significant proportion of the respondents
were somewhat optimistic. Ninety percent of the entrepreneurs in the sample usually expected
the best outcomes, 93 percent of the entrepreneurs agreed they were always optimistic, 95
percent of the entrepreneurs expected more good things to happen than bad, and 80 to 90 percent
of the entrepreneurs in the sample believed that things would not go wrong, expected thing to go
their ways, and always counted on good things to happen.

Summary of Entrepreneurial Characteristics

Our research chose four of the most cited characteristics in previous literature — independence,
control, creativity and willingness of accepting risks. Ninety-four percent of the respondents
agreed that they wanted independence, 91 percent wanted to be in control, 93 percent believed
that they were creative and 96 percent believed that they were willing to accept risks associated
with new venture creation. These responses verify the entrepreneurial characteristics discussed
in other entrepreneurship literature.



Expectations and Outcomes of Personal/Family Experiences in New Venture Creation

Our research focused on how starting a new venture influenced entrepreneurs and their families
based on entrepreneurs’ perceptions. Although a significant proportion of the entrepreneurs in
our sample seemed optimistic, not every person expected the best when it came to creating their
own businesses. Sixty-eight percent of the entrepreneurs in our sample expected the new venture
would make them happier, 75 percent of the respondents expected the new venture would
improve their personal financial situation, 67percent of the respondents expected the new venture
would make their families happier, and 72 percent of the respondents expected the new ventures
would make their families feel financially better off.

New venture formation seemed to bring higher satisfaction to entrepreneurs compared with what
they expected before starting their own businesses. Eight-six percent of the respondents agreed
that they were actually happier, 82 percent believed that their spouses and children were happier,
approximately 80 percent agreed that their personal and family financial situations were
improved after starting and running their new venture. Ninety percent of the entrepreneurs in our
sample would start another business again.

Discovering How Optimism Relates to Entrepreneurial Characteristics, Expectations and
Outcomes

There has been no discussion in entrepreneurship literature linking optimism to other
entrepreneurial characteristics. This study specified different levels of some common
entrepreneurial characteristics (optimism, independence, control, creativity and willingness to
accept risks) for entrepreneurs to identify their own perceptions about who they were. Based on
the results of the correlation coefficients, optimism seemed to relate more significantly with
creativity and willingness to accept risks. Wanting independence and being in control did not
seem to relate to any of the statements that represented optimism very much.

Researchers have argued that entrepreneurs are usually optimistic and expect the best
experiences from the new venture creation. Is this true? Based on three statements that
represent both positive and negative optimism, there was no significant relationship between
entrepreneurial optimism and what entrepreneurs expected before they started their own
businesses. Although a majority the respondents were somewhat optimistic, optimism did not
seem to relate to expectations of happiness or financially better off before they started the new
venture. There was not significant relationship between negative optimism statements and
whether entrepreneurs expected to be happier, expected family to be happier, or expected
financial situation to be improved before they started the new venture.

When optimism statements were compared with the outcomes after new venture creation,
there was a significant relationship between “expecting the best” and “happiness” in this study.
The statement, “I usually expect the best”, revealed a significant correlation with “I am happier”,
“my spouse is happier”, “my children are happier”, and “family income is better off”. Other
statements, “I am always optimistic” and “I expect more good things than bad”, are also

significantly correlated with personal happiness.



CONCLUSIONS AND IMPLICATIONS

Entrepreneurship is widely regarded as a critical force in economic growth. The center of
entrepreneurship, entrepreneurial individuals, is not well understood. Many researchers have
attempted to define who entrepreneurs are, how entrepreneurs behave, what entrepreneurs think,
why entrepreneurs make certain decisions and how entrepreneurs react to circumstantial changes
in different environment. This paper presents a novel approach to measuring optimism and its
effects on entrepreneurs’ and family experiences in new venture creation. By creating a link
between psychological approach and entrepreneurship theory, this paper has provided evidence
that a majority of entrepreneurs in our sample were somewhat optimistic. Most of our
respondents also had other commonly discussed entrepreneurial characteristics such as wanting
independence, wanting control, being creative and willingness to accept risks.

Most of the respondents expected the new venture would make them and their families happier
and improve their financial situations. There were a high percentage of entrepreneurs in our
sample who were optimistic, but not as many respondents who expected to be better off. It is
possible that entrepreneurs with more experience had more knowledge about challenges and
risks of starting and running a business. They might have an optimistic personality, but they also
seemed to have a more realistic attitude.

Compared to those who expected to be happier, a higher percentage of the respondents agreed
that they were actually happier, their family members were happier, and their financial situations
were improved after they started own businesses. This indicates that some entrepreneurs might
be more realistic about what to expect before they started their own businesses. After they start
and run their own businesses, they had more positive experiences and believed that the new
venture actually improved their personal and family well being.

Our study discovered that optimism did not relate to independence and control but did relate to
creativity and willingness to accept risks more significantly. This finding opens a new
dimension of entrepreneurship research to refine the profile of entrepreneurs. It might not be
true that optimism co-exists with other entrepreneurial characteristics. To our surprise, the
results of this study did not show any significant relationship between optimism and expectations
of the new venture from entrepreneurs’ perception. We did not discover any strong relationship
between optimism and entrepreneurs’ expectations from creating the new ventures. There was
some evidence that optimistic entrepreneurs believed that they were actually happier after they
started their own businesses.
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Article abstract

Just how important is physical location as a source of small firm advantage? In this
paper we consider this question by testing the predictive validity of three classic
perspectives: central place theory, spatial interaction theory and the principle of
minimum differentiation. In addition, we also identify and test two manager-
grounded hypotheses focusing on locational continuity and transactional
convenience. We test these hypotheses on a sample of small U.S. retail hardware
stores and find significant support for central place theory and both manager-
grounded hypotheses.

Executive Summary

This study considers a question of special relevance for small store

managers: How does a small store’s retail location impacts on its sales per square

foot?

The question is answered drawing on responses from 340 retail hardware

stores from across the United States.
Main findings show that Sales Per Square Foot is :

1)
2)

3)

4)

Positively related with longer hours of operation

Positively related with the number of free parking spots within 50 yards of
the front door of the store

Positively related with the relative population density of the store’s trading
area.

Not related to the nature of the store’s building structure— for example, no
differences were found for stores in strip malls versus free-standing
locations.

Key implications from the study include:

1)
2)
3)

For managers of start-up ventures -- seek to be as centrally located as
possible.

For managers of growing operations — do not overlook the extent to which
your store’s success may be a function of its location.

For managers considering selling their businesses — do not underestimate
the importance of a centrally located, easily accessed retail location.



4) For managers of stagnant operations — consider extending your hours of
operation. You may be in the right place, but may not be offering customers
enough time to transact.
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ABSTRACT

The theoretical analysis presented in this paper recognizes the foundation of four organization
theories (resource based view, agency theory, prospect theory, and the upper echelon theory) and
assesses their standing against the necessary assumptions bounding the opportunity-discovery
view of entrepreneurship theory. The analysis results in the identification of contributing
influences each organization theory may have in approaching entrepreneurship research
questions during the entrepreneurial process.

EXECUTIVE SUMMARY

Four theories (resource based view, agency theory, prospect theory, and upper echelon theory)
are examined for the purpose of identifying their contribution in advancing entrepreneurship
research and practitioner understanding on: (1) How do individuals react to opportunities? (2)
Does the theory account for variance among individual abilities? (3) How flexible is the theory
with respect to outcome uncertainty? (4) Does the theory have merit outside of the firm? Will it
hold for other modes of opportunity exploitation? (5) Does the theory bring insight into
understanding types of innovation?

The analysis results with three findings. First, these theories can not explain any discovery or
evaluation phenomena between an individual and an opportunity. Secondly, conflicting
boundaries exist between prospect theory and the opportunity-discovery view of
entrepreneurship. The heuristic nature of prospect theory would seem an important advancement
as to how individuals identify opportunities, yet utility processes do not establish a new means-
end framework. By this nature, prospect theory may not have significant promise in better
understanding the exploiting of opportunities either. Lastly, the three remaining theories
(resource based view, agency theory, and upper echelon theory) are useful for investigating how,
why and when opportunities are exploited, specifically the acquisition of resources, strategy, and
organization. The resource based view is suggested as a lens through which the difference
between Schumpeterian and Kirznerian innovations can be explained. Agency theory may be a
fruitful perspective to better understand the phenomena that occurs when multiple individuals
share risk in pursuing the opportunity. Further, being that ownership and control may not be
separated at the time of opportunity emergence, founding members’ perceptions of risk and goals
may have impact on opportunity direction and survival. Upper echelon theory is put forward to
be utilized in identifying what characteristics of top management team compositions would be
necessary to exploit various types of opportunities.



INTRODUCTION

One critical problem facing entrepreneurship research is developing a theoretical foundation. The
greater needs of both practitioners of entrepreneurship and other researchers can be better served
by deductively exploring opportunities for advancing the theoretical development of
entrepreneurship.

Low and MacMillan (1988) defined theoretical perspective as an important research design
specification for advancing entrepreneurship research and addressing its challenges. Their
discussion recognized the conflict between previous theoretically adapted strategic choice
positions against the emerging population ecology perspective. The exchange between these two
camps augmented understanding of entrepreneurship processes, questioned previously accepted
assumptions, and demonstrated the capacity of theory driven research has in advancing
knowledge. The Low and MacMillan (1988) work inspires this effort in exploring other
theoretical perspectives and their potential to explain, predict, and provide guidance within the
entrepreneurship research domain. This paper will draw upon organizational theories and assess
their existing relationship and potential direction within entrepreneurship theory development.

A review beginning with concepts drawn from theory analysis by Bacharach (1989) and Weick
(1989) serves as the foundation to better understand the criteria which establishes and signifies
good theory. Factors of each theory are identified to understand the scope of the theory and
identify the phenomena of investigation. The assumptions noted are used to understand the
restriction of the theory to generalize, “The notion of boundaries based on assumptions is critical
because it sets the limitations in applying the theory” (Bacharach, 1989, p. 498). The core
analysis of the paper is to realize the foundation of these theoretical models and assess their
standing against the necessary assumptions bounding the opportunity-discovery view of
entrepreneurship theory. It is expected that the analysis will provide insight and direction in
advancing efforts towards an interdisciplinary theory of entrepreneurship.

OVERVIEW OF FOUR MAJOR ORGANIZATION THEORIES

The literature review realized the foundation of four organization theories: resource-based view,
agency theory, prospect theory and upper echelon theory. Table 1 summarizes the identified
factors and assumptions.

BOUNDARIES OF THE OPPORTUNITY-DISCOVERY VIEW

Shane (2003) outlines and discusses the five assumptions used as the boundary for this
theoretical lens. The first assumption is that entrepreneurship requires opportunities.
Entrepreneurship cannot be limited to describe a group of characteristics or traits of a person, it
is also used to express the effect upon which an individual or group take action (discover,
evaluate, or exploit) on an opportunity. The second assumption is that entrepreneurship requires
variance among individuals. This is better explained through the demonstrations of an
individual’s ability to recognize an opportunity, either through experience, access to resources or
information, as well as through the volition of individuals to champion an opportunity through
the entrepreneurial process.



RESOURCE BASED

Factors
® Resource Characteristics:
Valuable, Rare, Imperfectly
imitable, Non-substitutable
® Valuable and rare resources lead
to first mover advantage.
® Resources containing all
characteristics will lead to SCA
® SCA will lead to above normal
profits
Assumptions
® Resources may be distributed
heterogeneously
® Resources may not be perfectly
mobile
® Value of a resource is defined by
environment and demand

(Barney, 1991; Wernerfelt, 1984;
Priem and Butler, 2001; Barney 2001)

PROSPECT THEORY

Factors

® The way Information is
processed and framed affects
decision

® Judgments are made between
perceived gains and losses

® Consistent distortion of
probability values
® Judgments reflect irrational
choice as they deviate from utility
Assumptions
® General population, not toward
individual

(Kahneman and Tversky, 1979)

AGENCY THEORY

Factors

Unit of Analysis is a contract
Relationship between a principal
and an agent

Clash of desires and goals
Agent monitoring by prinical is
complex and

Expensive

Different risk preferences exist
and affect

strategy preferences

Assumptions

People act for own self interest,
are bounded

rationally, and risk averse
Agent is opportunity seeking
Conflict of goals between
principal and agent
Information asymmetry

(Fama and Jensen, 1980; Eisenhardt,
1989; Lubatkin, Lane et al. 2001)

UPPER ECHELON THEORY

Factors

® TMT characteristics are related to
org performance and formation
® Organizations are a reflection of
the TMT
® TMT decisions reflect their own
characteristics which influence
org activity
® Context (environment) direct TMT
composition
® Characteristics:
Age, Experience, Education,
Background and heterogeneity
Assumptions
® TMTs make a difference in org
performance

® Demographic information
account for psychological
attributes and explains
performance

® Team influence is distributed

throughout TMT, not exclusive to
CEO

(Hambrick & Mason 1984)

TABLE 1 - Factors and Assumptions of Organization Theories

The remaining three assumptions are stated requisites of the entrepreneurial process: risk bearing
(uncertainty), organization, and innovation. At the point where a decision is made to act on an
opportunity, it can not be known (it is uncertain) that the result will lead to profit and not a loss.
The entrepreneurial process requires organizing, and its limitations go beyond the creation of a
firm. It requires the creation of a new way of exploiting the opportunity that did not previously
exist. The final assumption of the entrepreneurial process is that it requires innovation, either
Schumpeterian (1934) or Kirznerian (1997) form.

ORGANIZATION THEORIES AS APPLIED TO ENTREPRENERUSHIP

In evaluating the theoretical merit of the organization theories as potential contributions towards
the interdisciplinary study of entrepreneurship, their factors and assumptions are compared to
entrepreneurship boundaries mentioned under previous heading. The boundary questions asked
of each of these theories are: How can the theory integrate or account for individual-opportunity
nexus? Does the theory considered account for variance among individuals? Is the theory
flexible with outcome uncertainty? Does the theory have theoretical merit outside of the firm?
Can the theory contribute towards understanding of innovation?

These questions will evaluate the theories proposed and assist in developing a framework that
assesses if the theory allows explanatory potential or predictive adequacy towards
entrepreneurship study. These questions ask whether the theory is relevant in contribution
regarding: the reaction of an individual to an opportunity; what different abilities individuals
have that may lead them to recognize opportunity that resource owners may not have — and the
varying factors that influence individuals to exploit an opportunity; entrepreneurs bearing risk
because uncertainty exists on whether the outcome will be profitable or not, upon which only the
pursuit of exploitation would the result become more certain; whether the firm is the only unit of




analysis (hierarchical), or if it allows for other modes of opportunity exploitation, such as market
mechanisms in the form of franchising or licensing; and the final boundary question inquires as
to whether the theory can bring insight into understanding types of innovation — either grand
innovations similar to the Schumpeterian creative destruction or the less substantial type which is
more associated with Kirzner’s description of innovation.

The Resource Based View and Entrepreneurship

The potential contribution of the RBV to entrepreneurship lies in the recognition that opportunity
for future advancements of the firm may exist in resources already owned by the firm. It
implicitly realizes that opportunities to achieve above normal returns lie within the resources the
firm already have. A major part of the RBV is the human capital resource of a firm of which
embedded is the tacit knowledge that individuals have. Shane (2000) believed that tacit
knowledge generated from prior information and experience is a contributor towards identifying
opportunity. Even though it theoretically agrees with the conjecture that opportunities are
objective and that it is a matter of discovering the opportunity using existing resources, arguably
through the human capital of the firm, there are shortcomings that prevent the RBV to be
integrated in the study of entrepreneurship. The consideration of human capital does not
specifically account for individuals. The human capital of the firm is an aggregated account
based on groups of individuals which is difficult to further research in entrepreneurship being
that opportunity discovery and the decision to exploit is based on the study of an individual and
an opportunity.

Agency Theory and Entrepreneurship

It is not readily apparent that agency theory can contribute towards understanding the owner-
manager, however it may contribute towards understanding the entrepreneur's relationships with
others in order to enterprise such as her suppliers, or how she sets up the value chain in pursuit of
the opportunity. It is assumed that once a supplier of a resource realizes that the entrepreneur is
profiting from the supplier's resource, the supplier would act seeking opportunity and raise the
price of the resource. Other interesting phenomena within entrepreneurship would be the agency
issues within a founding team while exploiting an opportunity. When individuals share the risk
in pursuing the opportunity, there are threats to the opportunity rising as concept of "holding up"
the organization (Alchian & Woodward, 1988). The difference in other team members’
perceptions of risk and goals may have a significant effect in the direction and survival of the
venture.

The theory does allow for variance among individuals because of the assumption of information
asymmetry. Resource owners do not have the same information an entrepreneur might, however
they do not bear the pending risk. If they did, they would know the value of the resource and
increase the price to the point that the opportunity would not yield a profit for it to be pursued by
the entrepreneur. Because agency theory uses the contract as a metaphor to signify the outputs
and inputs in the form of a firm, it can be extended to evaluate other modes of opportunity
exploitation such as licensing and franchising opportunities. One of the purposes of agency
theory is to control outcomes. It does not fare well with uncertainty, but by realizing uncertainty
within the theory, it can help in evaluation of relationships bounded by a contract. In exploring



the limitations of the theory’s domain, it seems that agency theory can provide minimal value in
the opportunity discovery or evaluation segments, however may be of significant value when
acquiring resources or the organizing process.

Prospect Theory and Entrepreneurship

Prospect theory has the least theoretical merit towards entrepreneurship of all of these
organizational theories being considered. The decision making process that entrepreneurs go
through is done by the use of judgment; however it is not the same judgment being assessed in
prospect theory. What prospect theory has made apparent is that across populations, people
deviate from what is considered rational utility theory. Entrepreneurs make judgments with
insufficient and uncertain information because the value of a resource is unknown as it would be
demanded by the environment. Therefore, the decisions that entrepreneurs make are considered
heuristically framed, non-optimizing, founded by their beliefs in the value of resources and the
relationships between actions and outcomes. Entrepreneurs are not risk avoiders, they are either
more rational utility or may be more risk seeking that a rational utility approach would allow.
Shane (2003) considers this decision making process the establishment of a new means-ends
framework. He further distinguishes how an entrepreneur's judgment is based on different
information than what other people may have, or interpret differently the same information
others may have. This includes those who are rational (utility theory) and irrational (prospect) in
their decision making. This difference in judgment is the reason why opportunities are
discovered, otherwise if the general population knew and interpreted all information the same
way, then that would mean that value of resources would be known by all - negating the
existence of opportunity.

Prospect theory also eliminates the opportunity for creativity when making decisions based on
judgment. The entrepreneur essentially creates the problem statement based on his inferences,
prior experience, information and knowledge (Shane, 2000). The decision process they follow
moving forward after setting up the problem statement may not even follow utility theory. It is
reiterated that the entrepreneur is making judgments under uncertain conditions. The act of
generating expected values based on information that can not be truly known is an optimizing
approach, one which entrepreneurs could not follow. However, one can make the argument that
an entrepreneur can estimate the value of a resource, with a certain confidence level, so that they
may be able to reach a decision on whether or not to exploit an opportunity. If this entrepreneur
does entertain to attempt the utility process, it can be argued that she has not established a new
means-end framework, because “the process (the new means-ends relationship) involves the
articulation of a new relationship between inputs and outputs that incorporates information not
captured in prices. This new relationship is a proposition that resources can be obtained and
transformed and the output sold in a way that will be profitable”.

Upper Echelon Theory and Entrepreneurship

It may be that integration of upper echelon theory (UET) has some theoretical merit in exploiting
opportunities or formulating venture strategy, however it has its limitations in the discovery of
opportunity. The discovery of opportunity must identify with individual and an opportunity, not
with a group or firm. The discovery of opportunity is a cognitive process, even though discussion



can be placed between individuals to better clarify opportunities, it cannot be a collective act
(Shane, 2003, p. 45). Similar to UET and characteristics of top management teams, the
characteristics of entrepreneurs have been largely investigated in previous research. What the
UET may contribute towards entrepreneurship is in identifying the characteristics that founding
teams have with venture creation, specifically assuming that the entrepreneur identified and
discovered the opportunity but does not have the capability or skills to exploit it. Another
interesting area for study would be to identify what characteristics of TMT composition would
be necessary to exploit different types of innovation.

Reuf, Aldrich, and Carter (2003) consider how characteristics of partnered entrepreneurs affect
composition of founding teams. In their study, they propose five mechanisms which may
influence team membership: Homophily, Functionality, Status Expectations, Network and
Ecological Constraints. The knowledge earned from this study has strong importance towards the
survival of the firm. How an organization begins and whether others are recruited to join the
effort can have lasting consequences for its survival. One contribution of this paper is that they
found team composition is actually composed of similarities and not differences. “Under the
prediction that functionally diverse teams will be more common than expected under a model of
random mixing... the resulting coefficient estimate suggests a statistically nonsignificant effect
for occupational diversity” (Ruef et al., 2003, p. 212). Surprisingly, as the founding team size
increases, there is an evident trend away from occupational specialization, assembling efforts on
industry similarity rather than attending to functional composition of the team. In the early
stages of firm formation, entrepreneurs are more concerned with trust and familiarity, than
building a functionally diverse team.

Divergent to the Reuf et. al. study, Eisenhardt and Schoonhoven (1990) tested their hypotheses
with significant results: “Greater variation in the industry experience of the founding team is
associated with higher growth among new firms” (1990, p. 511). Being that research conducted
in these articles conflict more information must be realized as to the differences between
functionally similar and diverse founding teams. If firms tend to be created without regard for
functional specializations, yet probabilities of firm growth occur in functionally specialized
teams, then it is suggested that there exists an opportunity to realize variation of this effect on
firm survival.

Table 1 summarizes analysis of the nature of relationship between (1) factors and assumptions of
each organization theory from Table 1; and (2) explicit boundary of opportunity-discovery view
of entrepreneurship. The “X” indicates that conflict exists between the factors and assumptions
of the organization theory being considered and the explicit boundary of entrepreneurship. The
“O” indicates that the factors and assumptions of the organization theory coexist with the explicit
boundary of entrepreneurship.

SO WHAT?

The analysis in this paper suggests that these four classic organization theories - resource based
view, agency theory, prospect theory, and the upper echelon theory — have relevance for
entrepreneurship research. Thus researchers might benefit from a deeper consideration of them.



Can the theory Does the theory [ Is the theory | Does the theory Can the' theory
. . . . contribute
integrate or account account for flexible with | have theoretical
o . . . towards
for individual- variance among outcome merit outside of .
. o . understanding of]
opportunity nexus? individuals? uncertainty? the firm? . .
innovation?
RESOURCE
BASED VIEW X X X o o
AGENCY
THEORY o 0 X o X
PROSPECT
THEORY X X X o X
UPPER
ECHELON X (0] (0] (0] (0]
THEORY

TABLE 2 - Organization Theories against Entrepreneurship Assumptions

Indeed, entrepreneurship research has been criticized for lacking theory, and these theories might
help to address such deficiencies. On the other hand, care must be taken in applying these
theoretical lenses. The analysis in this paper in part suggests that the theories do little to explain
the initial phases of the entrepreneurship process, including how individuals identify
opportunities. Furthermore, theories such as prospect theory make assumptions about risk
analysis and subsequent decision making that do not seem to apply to the entrepreneur, although
may have relevance for his interaction with others. When taken together, this theoretical analysis
supports the classic theories like the four investigated in this paper are fruitful areas of
consideration for the entrepreneurship researcher; however gaps exist in theory that future
research should seek to fill.

CONCLUSION

When evaluating the theories in this paper against phenomena within the entrepreneurial process,
the following three observations are raised: (1) these theories may not be used to explain the
discovery or evaluation of opportunity meaning that they should not contribute in furthering
understanding between individuals and opportunities; (2) prospect theory, besides being based on
heuristic nature, has its limitations on being integrated within the entrepreneurship research; and
(3) the remaining theories may be useful for investigating how, why, and when opportunities are
exploited, specifically the acquisition of resources, entrepreneurship strategy and organization.

Entrepreneurship is a relatively new setting for these theories, therefore based on the above
discussion a theoretical contribution should exist when using any of the above theories towards
entrepreneurship. However, based on the opportunity-discovery view and the existing conflicts
and limitations between assumptions suggest that the theories should not work under those
circumstances. Whetten (1989) stated that a contribution would have theoretical merit only if the
new setting where the model is being applied suggested that the model shouldn’t work under
certain conditions. An attempt to join together these models would provide a theoretical
contribution and potentially advance theory if it improves the tool.
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ACADEMIC ABSTRACT

This workshop centres around a forthcoming Edward Elgar text which provides a critical
guide to ongoing research from around the globe shaping current thinking and
influencing the literature in the area of the international SME. It brings together the
leading researchers and thinkers to better understand the role played by SMEs within
today’s global economy. Needing to find innovative solutions to new sets of problems
presented by an ever changing global business environment, in many instances we find
SMEs at the vanguard of the challenge to accepted business practices and it is these
challenges which will underpin the workshop discussions.

EXECUTIVE SUMMARY

Academic conference papers often tend to re-iterate and reinforce the current state
of understanding, as opposed to challenging the boundaries of what we know and how
this knowledge was generated. We aim to progress the state of current understanding by
taking stock of what we know and identifying what we need to know. In this way we seek
to critically review the state of current thinking and challenge existing concepts and
theoretical frameworks on how SMEs trade globally.

We aim to set a coherent research agenda capable of bridging the gap between
theory and practice, paying particular attention to the needs of policy and practice, to
reflect the realities facing smaller businesses as they develop their global activities and
relationships. In turn this will help develop a global policy agenda aimed at creating the
circumstances which will release the entrepreneurial talent to be found amongst the stock
of global SMEs wherever they may be located around this fast changing globe of ours.
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Abstract

Traditionally, academics use either case method learning or lecture as their
delivery modality. To expand beyond case method and lecture-based,
Northeastern State University incorporated an experiential learning
methodology into our Principles of Entrepreneurship and New Venture
Creation courses. The purpose of this study was to examine the benefits of
this methodology and increase content retention. A pre-, post- post
research design was utilized and the result was a 55% increase in retained
learning. A side benefit: over $4,500 was generated with $240 seed
funding in one semester. This session presents an experiential learning
methodology that participants can incorporate in their courseware.

Executive Summary

What would your students do if you handed them a twenty dollar bill, a personal loan
note and the instructions to use the money to start a business? At business schools across
the country, faculty typically uses a variety of delivery modalities in attempt to increase
the knowledge and skills of their students. To expand beyond case method and lecture-
based, Northeastern State University incorporated an experiential learning methodology
into our Principles of Entrepreneurship and New Venture Creation courses. Our rationale
contends that if students are actively involved identifying and solving problems they
move from a rote memorization process to that of systemic problem solving. But is
presenting and solving problems enough to help with content retention (i.e., case-
method)? Or is forcing students to identify the problem along with solving problems help
increase content retention by the deeper assimilation of knowledge? To examine this
issue, a pre-, post- post research design across several sections of both courses was
utilized and the result was a 55% increase in retained learning. Two side benefits to the
study: (1) Over $4,500 was generated with $240 seed funding in one semester and (2) Of
the two hundred and eight-three (283) students that participated in this exercise over the
past ten years, seventy-nine are continuing ventures (full and part-time) and employee
over one hundred and forty individuals.
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ACADEMIC ABSTRACT

This study analyzed a sample of 367 family businesses in the United States, Croatia, France and
India to determine how the influence of the founder(s) relates to managerial activities, styles and
practices of that firm in the original generation stage and in the subsequent second and third-
generation stages. Statistical analyses indicated that founder influence has some significant
impacts. Thus, this empirical analysis of family businesses provides partial support to the few
earlier writings and studies involving founder influence in family firms. It should be considered
a building block in the construction of a strong body of family business literature, and it indicates
a need for considerable further research.

EXECUTIVE SUMMARY

Investigating the degree to which the influence of a firm’s founder impacts subsequent
management as the business matures, this study analyzed a sample of 367 family businesses in
the United States, Croatia, France and India. How does the influence of the founder (or of
multiple founders) relate to managerial activities, styles and practices of that firm in the original
generation stage and in the subsequent second-generation and third-generation stages? Focusing
on a variety of family firm management variables identified as important in the family business
literature, statistical analyses of ten variables indicated that founder influence has some
significant impacts. Of the 10 hypotheses correlations, four were not significant (p <.05).
Therefore, the founder influence does not affect the percentage of women involved in the
operation of business, the occurrence of conflict and disagreements among family members, the
use of outside advisor/professional services, and the use of sophisticated financial management
methods. Thus, six hypotheses had significant correlations. Five of the hypotheses had
significant positive correlations. As the founder influence increases, so does the level of
participation in team decision-making, formulation of specific succession planning, time spent in
strategic planning, interest increases in going public, and the use of debt over equity financing
increases. In the negative direction, as founder influence increases, the percentage of non-family
managers decreases. Thus, this empirical analysis of family businesses provides partial support
to the few earlier writings and studies involving founder influence in family firms, and it should
be considered a building block in the construction of a strong body of family business literature,
as it indicates a need for considerable further research in this currently immature field of study.



INTRODUCTION

The objective of this study was to investigate family businesses with regard to the degree to
which the influence of the founder impacts subsequent management as these firms mature. How
does the influence of the founder (or of multiple founders) relate to managerial activities, styles
and practices of that firm in the original generation stage and in the subsequent second-
generation and third-generation stages? As discussed later in this paper, although some
researchers in the field of family business have recognized the importance and potency of the
founder’s influence, there have been only a few studies specifically focusing on this issue. This
study significantly expands this area of study.

Furthermore, there has been growing interest in comparing management characteristics and
activities multi-nationally, and this study moves in this direction as well. Oviatt and McDougall
(2005) called comparing entrepreneurial behavior in multiple countries and across national
boundaries rich in opportunities and having possibilities to move such research from its infancy
into high growth. Thus, this current study is important in that it brings new empirical research to
this issue of founder influence in family business management and that it does so in a
multinational context. Furthermore, the results of this research are not only of value to
researchers, but should also be of value to consultants to family businesses and to family
business owner/managers themselves, both of whom may gain insight into the impact of founder
influence in family businesses.

THE IMPORTANCE OF FAMILY BUSINESS AND FOUNDER INFLUENCE

In almost all countries, families are central to the ownership and management of the majority of
businesses. (Dennis 2003). Within the U.S. economy, family businesses comprise an estimated
80% of the total 15 million businesses (Carsrud 1994; Kets de Vries 1993). They contribute more
than 50% of the total Gross National Product (McCann, Leon-Guerrero and Haley 1997), 50% of
employment (Morris, Williams, Allen and Avila 1997), and have higher total annual sales than
non-family businesses (Chaganti and Schneer 1994). Furthermore, it is estimated that 35% of
Fortune 500 firms are family owned (Carsrud 1994) and one-third of S&P 500 companies have
founding families involved in management (Weber and Lavelle 2003).

The founder’s influence on the subsequent management of family firms has been given different
names by different researchers. Davis and Harveston (1999) call this influence “generational
shadow.” In a multi-generation family firm a generational shadow, shed by the founder, may be
cast over the organization and the critical processes within it. In such a situation, “succession” is
considered incomplete, may constrain successors, and may have dysfunctional effects on the
performance of the firm. Yet this “shadow” may also have positive impact, by providing a clear
set of values, direction and standards for subsequent firm managers. Specifically, analyzing data
from a 1994 telephone survey of family-owned businesses, Davis and Harveston concluded that
the strength of the generational shadow of the founder correlated positively and significantly
with organizational conflict in third-generation family firms. Although a similarly statistically
significant correlation was not found for second-generation firms, the authors did find increases
in second-generation family firm conflict when the founder was still involved in the firm’s
management.



Kelly, Athanassiou and Crittenden (2000) similarly proposed that a family firm founder’s
“legacy centrality” will influence the strategic behavior of succeeding generations’ family
member managers, with both positive and negative impact. Looking at three dimensions of
legacy centrality — “betweenness centrality,” “closeness centrality” and “connectivity centrality”
— these researchers postulated that the founder’s centrality will impact the strategic management
of a family business with regard to strategic vision, strategic goals, culture, strategy behavior and
inward/outward orientation. Furthermore, family firms with high legacy centrality may be
especially vulnerable to significant changes in the economic or competitive environment. Kelly,
et. al did not conduct an empirical study but did conclude that family firm founder influence has
been underrepresented in the management literature. They conclude that measures of founder
influence can be very useful in understanding family businesses and recommend further
empirical research in this area. Thus, founder influence in family firms, denoted as “generational
shadow,” “legacy centrality,” or by another label, is a valid component of the family business
system and deserves further study.

HYPOTHESES

As discussed earlier, the objective of this study was to investigate family businesses with regard
to the degree of founder influence. How does this influence impact the managerial activities,
styles and practices of a firm? Prior empirical analyses of founder influence have been limited to
only a few narrow focuses (such as Davis and Harveston’s focus on organizational conflict). Yet
to build a base for a variety of future research studies, a broad analysis would be of value at this
time. Therefore, the hypotheses used for this study are based on hypotheses used in previous
studies by Sonfield and Lussier (2004), who investigated a wide variety of family firm
management activities, styles and practices, which in turn derived from findings and propositions
developed by earlier researchers who investigated similarities and differences between family
firms. Some of these factors may prove to be related to founder influence, and other factors may
not. The results of this study can thus provide direction for future research activity into founder
influence. Because of the limited prior empirical research in this area, the null hypothesis is used
throughout. Refer to Sonfield and Lussier (2004, Family Business Review) for the literature
supporting the 10 hypotheses below.

H1: The strength of the influence of the founder of a family firm will not have a
significant relationship to the percentage of non-family members within top management.

H2: The strength of a family firm’s founder’s influence will not have a significant
relationship to the percentage of women family members involved in the operations of the firm.

H3: The strength of the influence of the founder of a family firm will not have a
significant relationship to the use of a “team-management” style of management.

H4: The strength of the influence of the founder of a family firm will not have a
significant relationship to the occurrence of conflict and disagreement among family members.

HS5: The strength of the influence of the founder of a family firm will not have a
significant relationship to the formulation of specific succession plans.

H6: The strength of the influence of the founder of a family firm will not have a
significant relationship to the use of outside consultants, advisors and professional services.

H7: The strength of the influence of the founder of a family firm will not have a
significant relationship to time spent engaged in strategic management activities.



HS8: The strength of the influence of the founder of a family firm will not have a
significant relationship to the use of sophisticated methods of financial management.

HO9: The strength of the influence of the founder of a family firm will not have a
significant relationship to management’s consideration of “going public.”

H10: The strength of the influence of the founder of a family firm will not have a
significant relationship to the use of equity financing versus debt financing.

Country Comparisons

Data relating to Hypotheses 1-10 was gathered in the United States, Croatia, France and India.
These four countries have different sized populations, different cultures, different economic
characteristics and histories, and different GEM rates of entrepreneurial activity (Croatia = 3.6,
France = 3.2, India = 17.9, United States = 10.5), thus providing a broad-based and diverse total
sample of family firms. The following information may be of value:

Croatia: In 1991, the Republic of Croatia declared its independence from Yugoslavia, and is
today a parliamentary democracy with a population of about 4.4 million, about 57 percent of
which is urban. Gross domestic product was estimated to be $24.9 billion in 2000. Of a total
148,000 business enterprises in Croatia, about 90,000 are one-person operations and another
54,000 are small (annual sales of 2 million U.S. dollars or less) (World Almanac, 2003). Family-
controlled businesses in Croatia have a long history in the country, prior to the institution of a
socialist Yugoslavia following World War II. Today, most family firms are single-generation
small businesses, oriented toward autonomy, self-employment and stability. Only since the 1991
independence have growth-oriented family-controlled businesses become a significant factor in
the economy (Denona and Karaman-Aksentijevic, 1995; Galetic, 2002).

France: France has a population of about 60 million people. Seventy-five percent of the
population lives in urban areas. In 2000, the gross domestic product was estimated at $1.448
trillion (World Almanac, 2003). Family-owned and controlled businesses in France, called
“patrimonial” businesses, play a major role in the economy: 98 percent of companies with less
than 100 employees, 75 percent of those with 100 to 3000 employees, and 20 percent of those
with over 3000 employees (Gattaz 2002; Lyagoubi, 2002; Mahérault, 1999).

India: Home to one of the oldest civilizations in the world, Britain relinquished control of the
Indian subcontinent following World War II, and the Republic of India was established in 1950.
India has a population of over one billion people and had an estimated gross domestic product of
$2.2 trillion in 2000 (World Almanac, 2003). The economy consists of a large state sector with a
number of very large state enterprises, a relatively small number of multinational companies, and
a large private sector. The private sector, with few exceptions, is controlled by families who
may or may not hold large shareholdings in their companies. Thus, most of the large Indian
companies, though they may be publicly traded, are controlled by families and their management
succession is generally maintained within the family. Members of their boards of directors also
hold their positions at the pleasure of the controlling family (Center for Monitoring Indian
Economy, 2003; Manicutty, 2000).



METHODS
Sample
In the United States, survey instruments were randomly mailed or hand-delivered to a variety of
New York and Massachusetts companies, which had been identified as family firms (primarily
in listings of “family businesses” in local business newspapers). These surveys were addressed
to the presidents or CEOs of these companies, with the instruction that the addressee complete
the survey, but only if they were an “owner-manager” and if they viewed their firm as a “family
business.” There were 822 surveys mailed or delivered; of these 272 were no longer at the
address or responded that they were not family firms. (The survey instrument included the
question: “Do you consider your company to be a family business?”” and the cover letter defined
“family members” as parents, children, siblings, spouses, and other close relatives.) A total of
149 usable returned surveys provided a return rate of 27.1 percent. To increase the sample size
and to test for non-response bias in the US, after a few months a follow-up request for surveys
was made, and 12 more questionnaires were returned and used for a total of 161, providing a
final return rate of 28.6 percent.

Because of varying difficulties in identifying and contacting family businesses in the three other
countries, the survey methodologies were slightly different in each. In France and India, large
survey mailings to identified family businesses were possible (France = 800, India = 312), and
net response rates for France of 14.5% (n = 116) and for India of 12.8% (n = 40) were obtained.
In Croatia, far fewer (70) family firms were identifiable, but an intensive contact effort by mail,
telephone and personal visit resulted in a response rate of 71.4% (n = 50).

The four country samples were combined to form one sample of 367 family businesses, with a
combined response rate of 27.57%. The sample (N = 367) breakdown by country is as follows:

USA n=16l 43.86% of sample ~ 28.6% response rate

France n=116 31.61% 14.5%

Croatia n=50 13.62% 71.4%

India n=40 10.91 12.8%

TOTAL N =367 100% 27.57% weighted average response rate

Identifying family firms from various listings is consistent with that of other family business
research studies, which have been constrained by the lack of national databases of family firms
(Chua, Chrisman, and Sharma, 1999; Teal, Upton, and Seaman, 2003), and most empirical
studies of family businesses have used a convenience sample (Chua, Chrisman and Sharma,
2003). This is an acceptable sample size and response rate for family business research, as it has
been reported that 62 percent of prior family business studies included no sample at all, or a
sample with less than 100 family businesses and 66 percent of these were convenience samples
(Bird, Welsch, Astrachan and Pistrui, 2002). In the top three small business or entrepreneurship-
oriented journals (Entrepreneurship Theory and Practice, Journal of Business Venturing, and
Journal of Small Business Management) around one-third of the articles had a response rate of
less than 25 percent (Dennis, 2003). The four countries should be combined into one sample
because of the possibility of obtaining weak and invalid results whenever a large sample is
broken down into smaller sub-samples (Lussier, 1997).



Measures and Statistical Testing

Descriptive statistics are presented in Table 1 and hypothesis tests are provided in Table
2. To conserve space in Table 2, all hypotheses are denoted by summary phrases. In the
actual survey instrument, the questions or statements used to collect the data were more
substantial. The independent variable for all 10 hypotheses tests is the influence of the
original founder, which is correlated with the 10 dependent variables stated in each
hypothesis and in Table 2. The influence of the original founder and dependent variables
in H1-9 are interval and ratio levels of measure. Therefore, Pearson correlations were run
to test H1-9. H10 with a nominal measure use of debt or equity was correlated using the
non-parametric Kendall’s tau. Correlations are the appropriate statistical test to determine
the relationship between one independent variable and multiple dependent variables
(Lussier & Sonfield, 2004), as regression analysis is not appropriate using multiple
dependent variable with only one independent variables.

RESULTS
Descriptive statistics
See Table 1 for descriptive statistics.
TABLE 1
Descriptive Statistics
Variable Total
(N =367)

Generation (n/ %)

1 116 /32%

2 149 / 40%

3" 102 /28%
Years in business (mean / s.d.) 37.62/29.5
Number of employees (mean / s.d.) 601.87/3543.44
Industry (n/ %)

Product 168/ 46%

Service 199 / 54%
Ownership (n/ %)

Corporation, 249 / 70%

Partnership, 30/ 8%

Sole proprietorship 79/ 22%

The sample has mature businesses with a mean number of years in business of 38, but there is a
large s.d. of 30 years. The mean number of employees is 601, with extremely large business
outliers resulting in a standard deviation (s.d.) of 3,543. The distribution of businesses by size is
more meaningful, and the firms are fairly evenly distributed, when respondent firms are

categorized into these four European Union (EU) categories (European Union, 2002); see Table
2.



TABLE 2

Distribution of Sample by Size

Size Category Number of Employees Sample (N =367)
Large >250 (250 +) N=70/19%
Medium <250 (50-249) N=98/27%
Small <50 (10-49) N=120/33%
Micro <10 (0-9) N=79/22%
Hypotheses Testing
See Table 3 for the results of the 10 hypotheses tests.
TABLE 3
Correlations Hypotheses tests (N = 367)

Mean/s.d. Co- P-Value

(frequency) | efficient
Influence of original founder (7-1) 4.32/2.12
H1. % of non-family managers 35.82/33.55 | -.136 .009
H2. % of women involved in operation of business 30.41/27.02 | -.043 408
H3. Use of team-management decision style (7-1) 4.44/2.32 114 030
H4. Occurrence of conflict and disagreements (7-1) | 2.68/1.96 -.009 .865
H5. Formulation of specific succession plans (7-1) 3.43/2.44 .148 005
H6. Use outside advisor/professional services (7-1) | 4.62/2.15 .016 .760
H7. Time spent in strategic planning (7-1) 3.23/1.77 129 013
HS. Use sophisticated financial mgt methods (7-1) 3.93/2.08 .058 271
HO. Consider going public (7-1) 2.01/1.99 127 015
H10. Use of debt vs. equity financing (n/ %) 245/ 68% 121 .009

117/32%

(7-1) Likert interval scales of “Describes our firm”7 6 5 4 3 2 1 “Does not describe our firm.”

Of the 10 correlations, 4 were not significant (p <.05). Therefore, H2, H4, H6, and HS8 are
accepted as the founder influence does not affect these dependent variables. Thus, six hypotheses
had significant correlations and are rejected. H/: had a negative correlation (-.136, p = .009), as
founder influence increases, the percentage of non-family managers decreases. Five of the
hypotheses had significant positive correlation. Thus, as the founder influence increases, so does
H3 participation in decision-making, H5 succession planning, H7 strategic planning, H9 the
interest in going public, and H10 the use of debt financing.

DISCUSSION—SO WHAT?

This study, based on a sample of 367 family businesses in four diverse countries, indicates that
the strength of the influence of a family business’ founder or founders has some significant
impact upon the variety of management activities, styles and practices of subsequent managers of
such firms. Four significant correlations were found, as explained above. Thus, this
multinational study provides partial support to prior studies involving family firm founder
influence. Although Davis and Harveston (1999) found a positive relationship between founder
influence and subsequent organizational conflict, no such relationship was found in this study.



On the other hand, Kelly, et. al (2000) postulated a wide variety of ways in which family
business founder influence impact succeeding generations’ family managers, and again this study
found some such effects.

This current study is important in that it brings new empirical research to this issue of founder
influence in family business management and that it does so in a multinational context.
Furthermore, although the results of this research may have greater value to researchers, this
study is also of value to consultants to family businesses and to family business owner/managers
themselves, both of whom may gain insight into the impact of founder influence in family
businesses. Greater insight can lead to both better management practices and to better consulting
assistance. As the founder influence increases, so may the level of participation in team
decision-making, the formulation of specific succession planning, the time spent in strategic
planning, interest may increase in going public, and the use of debt over equity financing may
increase; but as the founder influence increases, the percentage of non-family managers may
decrease. However, founder influence may not affect the percentage of women involved in the
operation of business, the occurrence of conflict and disagreements among family members, the
use of outside advisor/professional services, and the use of sophisticated financial management
methods.

CONCLUSIONS

The field of Family Business is still relatively young. Only in recent years have a significant
portion of family business studies involved the use of quantitative testing rather than conceptual
and qualitative analysis (Dyer and Sanchéz, 1998). And most empirical studies have focused
upon North American family firms (Oviatt and McDougall, 2005). Thus, most of the
conclusions and postulations presented in the current body of literature are preliminary in nature
and geographically limited in scope. There is a recognized need for replication and further and
geographically broader research in the field to strengthen the body of literature and move toward
the development of models and theories. This study adds a significant step in that direction.

Although qualitative analysis may identify the influence of the founder of a family firm as an
important factor impacting such firms, considerably more research is needed before clear
conclusions can be reached. Future research on this topic should replicate prior studies, focus
more specifically on the issues involved, and use data from a variety of countries For example,
the possible impacts of founder influence on different generational stages and on different types
of businesses are worthy of study, as such impacts may differ for various reasons. This study
should be considered a building block in the construction of a strong body of family business
literature.
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RIFLES OR SHOTGUNS? EQUITY INVESTMENT USING REAL OPTIONS
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Abstract

The sudden technology sector crash of March, 2000, demarcates two periods of high
(pre-bubble burst) and low (post-bubble burst) environmental munificence and we
propose that changes in munificence trigger inverse changes in environmental certainty
within the venture capital (VC) community. By framing periods of high and low
perceived uncertainty, we view VC investment decisions through a real options theory
lens. We propose that the appropriate strategy, as indicated by real options reasoning,
will outperform non real options reasoning within equity investing.

Executive Summary

Since the technology sector crash of March, 2000, securing equity investment has
become increasingly competitive for entrepreneurs. Additionally, debt financing has
dwindled and entrepreneurs are running out of places to look. In this paper, we turn the
lens away from entrepreneurs and toward venture capital firms. We propose examining
venture capital (VC) firm investing patterns and argue that a proactive strategy, following
real options theory, leads to higher returns.

This information offers strategic advantages to practitioners and recasts an existing
academic conversation of real options theory. For entrepreneurs, the ideas within this
paper may help start-ups better position themselves to secure funding. For example,
entrepreneurs who have shown their business deserves funding through traditional means
(e.g. high returns) could now promote their business as a key diversifier among a VC
firm’s portfolio of investments.

For equity investors, this research aims to answer the question of whether a focused or
diverse portfolio of investments produces greater returns. For both entrepreneurs and VC
investors, we aim to describe a proactive way to confront uncertainty, rather than reactive
or static methods. Finally, for academics, we are joining the conversation of how to
proactively confront capital investments under uncertainty. With the recent proliferation
of corporate venture capital (CVC) programs as substitutes for traditional R&D divisions,
corporations with CVCs can benefit from strategies to improve both strategic and
financial returns from their equity investments. Therefore, this research brings outside
equity investing alongside traditional discussions about allocating firm resources to
internal programs and capital investments.
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ABSTRACT

Knowledge arrangements that enhance knowledge generation and transmission have
attracted the attention of researchers, but the implications for knowledge acquisition
practices via organizational employment practices has generated little research. This
paper seeks to take a step forward in this area by providing a deeper understanding of
intellectual capital, particularly knowledge competency acquisition practices, and their
interaction with an organization’s innovation strategy. Two perspectives are presented a
universalistic perspective and a contingency perspective. Implications of the two
perspectives for firm financial performance are explored.

EXECUTIVE SUMMARY

Moreover, knowledge arrangements that enhance innovation, knowledge generation
and transmission have attracted significant attention, but the implication for knowledge
acquisition practices via organizational employment practices has very little research.

There is a debate among researchers as to whether an organization should acquire its
human capital based knowledge competencies through a universalistic best practice
choice of knowledge competency acquisition system, or whether an organization’s choice
of where to fall upon the spectrum of knowledge competency acquisition systems should
be contingent upon a firm’s innovation strategy. There is a universalistic perspective as
to where to acquire one’s knowledge competencies and a contingency perspective.

The universalistic perspective argues that a firm should always use an internalized
knowledge competency acquisition system and that firm’s that more fully implement
such a system will have higher financial performance that those that do not. The
contingency perspective argues that a firm’s innovation strategy matters when
determining where to be on the continuum from more internalized knowledge
competency acquisition to more externalized knowledge competency acquisition.

When the environment is relatively more stable, as is the case in evolutionary
innovations and existing markets, a firm can take full advantage of internal learning,
exploitation strategies, and increase employee commitment while reducing transaction
costs. As the task environment becomes more dynamic, as is the case in revolutionary
innovations and new markets, the firm needs to shift from internal learning towards
external learning, and from incremental learning to more radical learning. In essence, the
universalistic view concludes that there is one best way no matter what, while the
contingency view concludes that “it depends”.
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ABSTRACT

Market driving, a proactive market orientation, and an entrepreneurial orientation have each
been promoted as the key to the successful introduction of innovative new products and services
that capture a lion’s share of new markets. We propose that a proactive market orientation and
entrepreneurial orientation are necessary preconditions to successfully implementing market
driving behaviors that shape consumer perceptions and market structures to a firm’s advantage,
and that the effects of proactive market orientation and entrepreneurial orientation on successful
commercialization are significantly mediated by the effect of market driving behaviors.

EXECUTIVE SUMMARY

Market driving, a proactive market orientation, and an entrepreneurial orientation have each
been promoted as the key to the successful introduction of innovative new products and services
that capture a lion’s share of new markets. Firms with a proactive market orientation focus on the
discovery and satisfaction of latent customer needs which have yet to be detected and addressed.
Firms with an entrepreneurial orientation emphasize aggressive innovation, risk taking, and
preempting competitive moves. Market driving is a set of behaviors by which firms seek to
fundamentally shape the definition of a market through influencing its structure and stakeholder
perceptions and preferences. A careful examination of extant theory in marketing strategy,
entrepreneurship, and innovation suggests that these are actually complementary and
interdependent rather than competing explanations of firm success. Firms do indeed engage in
successful technology commercialization and in introducing products in new markets by probing
to determine latent customer needs consistent with a proactive market orientation. However, they
also often exhibit an aggressive posture consistent with an entrepreneurial orientation, and
attempt to influence market preferences and structure by adopting behaviors associated with
market driving.

We propose that a proactive market orientation and entrepreneurial orientation are necessary
preconditions to successfully implementing market driving behaviors that shape consumer
perceptions and market structures to a firm’s advantage. In addition, we believe that the effects
of proactive market orientation and entrepreneurial orientation on successful commercialization
are significantly mediated by the effect of market driving behaviors. As such, we view the debate
between those who believe new markets for technology innovations are essentially discovered by
carefully scanning the environment for latent customer needs versus those who believe markets
are created by firms seeking to shape the environment to their advantage as missing the point.
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ABSTRACT

This paper emphasizes an iterative approach to E-business. It offers a “maturity model”
advancing the notion that a firm may adopt E-business incrementally. It provides a logical series
of steps as a firm moves toward full E-business functionality. Beyond offering this model as a
guide through the various phases of the process, the paper suggests crucial issues that overlay the
typical small firm’s consideration of E-business. Among these are the following: the critical
importance of a firm’s assessment of it customers and a genuine understanding of its competitive
position; the often exaggerated view of the costs, risks, and the degree of expertise required for
initial steps into E-business; and the need for an informed approach when a firm evaluates
proposals by external providers of IT and management consulting.

EXECUTIVE SUMMARY

This paper offers a planning guide intended for the small firm in the form of an E-commerce
maturity model. The model reflects the launch of E-commerce as an incremental or iterative
approach. The paper suggests a series of critical questions that should be posed at each stage.
This guide stresses a requirement that the most elemental functions of a small firm —e.g.,
manufacturing and sales — should be tied to the creation of a Web site and the management of
that site. As a firm move through the model and into the final stage or “level”, a somewhat more
sophisticated view of implementation is offered, including the likely union with ERP and SCM
systems.

The paper attempts to strike a balance between two extremes. On one hand, some firms are
unable to begin the process for fear of neglecting some possible contingency. At the other
extreme are those firms that reflexively jump into E-business without sufficient preparation.

Critical issues implicit in this guide include the following:

» E-business success is often a function of the accuracy of a firm’s assessment of it customers
and a genuine understanding of its competitive position.

» Small firms typically have an exaggerated view of the costs, risks, and the degree of expertise
required for initial steps into E-business.

» Successful uses of the Web are carried out as an extension of the firm’s core activities, rather
than as discrete or separate projects.

» This guide is designed to assist a firm in the evaluation of the following: its strategy for
launching an E-commerce initiative; its internal capability to do so; and proposals by external
providers of IT and management consulting assistance.



BACKGROUND

A range of advice on E-business is available throughout the Web and in a raft of business
periodicals; this information is typically unsystematic, anecdotal and rarely draws sufficient
distinctions among various phases of the process. A recent review of the formal literature
addressing the topic of E-business adoption in the U.S. produced the following conclusions:
there is little common terminology; there is little consistency with respect to the organizational
contexts and technologies of firms studied; there is little empirical evidence of the scale and
impact of E-business on firm performance; and very little research exists on how firms can
improve their prospects for success when adopting E-business (Hong and Zhu, 2006). Another
review of literature directed at the “swelling body of internet-related research” directed
specifically at the adoption of E-business among small and medium-sized firms (SMEs)
concluded that there is little beyond classifications of business practices and descriptive goals of
online approaches (Ching and Ellis, 2004).

INTRODUCTION

Even the most fundamental and preliminary E-business initiative can not be viewed in isolation
from your firm’s core business functions. A useful approach to E-business is one that views the
process as a series of stages or building blocks. Your Web site constitutes the foundation.

As your firm moves up the model toward a more robust and functional E-business capability,
you should determine how to integrate your business functions with each subsequent component
or stage of the process.

SOME CRITICAL ISSUES

Regardless of your level of sophistication, there are some critical issues that small firms must
come to grips with:

» Creating an authentic, effective Web presence is becoming increasingly necessary for the
success — even survival — of most firms. Customers are coming to expect on-line access to your
business; they demand that you meet them on their terms.

» E-business success is often a function of the accuracy of a firm’s assessment of its customers
and a genuine understanding of its competitive position. (The soundness of this strategic
management perspective is fundamental to business success with or without E-business.)

» Small firms typically have an exaggerated view of the costs, risks, and the degree of expertise
required for initial steps into E-business.

» Successful uses of the Web are carried out as an extension of the firm’s core activities, rather
than as discrete or separate projects.

» The quality of the external consulting assistance for all phases of E-business may well
determine the level of success. This guide should put you in a position to evaluate external
consulting proposals. It is your firm, your plan and your E-business initiative. You cannot cede
responsibility for success to outside “experts.”



MANAGEMENT PHASES OF E-BUSINESS

Regardless of how modest or ambitious your E-business initiative, you can approach its launch
in four phases: planning, development, implementation and maintenance.

1)Planning — including a careful assessment of your fundamental business “model” and the
specific opportunities afforded by e-business. This phase will identify the precise objectives,
schedule and costs associated with the initiative. Identifying and selecting any necessary
consulting assistance will be completed during the planning stage.

2) Development - moving to adjust existing systems and processes, or in some cases,
developing and acquiring new IT tools necessary to accomplish their E-business objectives.

3) Implementation — moving forward to the actual execution stage, whether creation of a simple
Web presence or moving into fully functional E-business capacity. Some form of testing should
take place during the implementation stage. This often requires that you phase in the
implementation, for example, by product line.

4) Maintenance - Whether simple Web site creation or full-blown functionality, ongoing
maintenance and upgrade are key to successful E- business. These maintenance and upgrade
issues often receive insufficient attention — or in some cases, are ignored.

When reflecting on these management phases, it is worth noting the following are generally
recognized (but not empirically demonstrated) as drivers for success in E-Commerce/E-business
implementation: a) Careful selection of consulting assistance — including vendor consultants;

b) the genuine commitment of senior management; c) careful and realistic budget and scheduling
estimates at the outset; d) an implementation team composed of a combination of functional and
technical members (Chuang and Shaw, 2005).

E-COMMERCE MATURITY MODEL

The “E-Commerce Maturity Model” and the attached questions for each level within that model
provide both a conceptual overview as well as the specific issues that should be addressed as part
of E-commerce management. This model and these specific questions should be reviewed at
each management stage: planning, development, implementation and maintenance. It is
especially important to review these issues prior to discussions with outside consultants. Your
ability to gauge the caliber and appropriateness of consulting assistance — no matter who
provides it — will only be enhanced by taking ownership of the project. It is your business. This
technology is simply another tool for conducting your business more effectively.



E-Commerce Maturity Model

Key Elements Investment Range

Flan from Level 1

Committed managament team

Evaluate RO $10.000's to
Cross-functional implementation team $1.000,000's
Evaluate need for consultants

Evaluate best-of-breed processes

Develop measures and standards

Level 5

Capture customer interactions $1,000's to
Differentiate from the competition $10,000's
L I 4 CLISITDmE.I' Customer profile creation
eve relationship Retain vs. attain
managment Critical self-evaluation

Customer complaint analysis

Search engine listings

Paid “space” - Google Ad words

Press releases $100's to
E-mail $10,000's
MNewsletters

Online ads

Web log analysis

ROl analysis

Level 3

Detailed product information
Commerce Customer-friendly ordering process

LEVE| 2 transaction Detailed terms/conditions of sale $100's to $1,000%s

Secure transaction system
management Visible privacy policy
Customer Service areas
Return policies and procedures

Technical Expertise

Hardware

Quality of Internet Service Provider (ISP) $100's to
Web page designer $10,000's
Web page manager

Internally Hosted vs. outsourced

Internally managed vs. outsourced

Ease of Navigation

Level 1




Your firm should determine two critical issues in the employment of this model: 1) an
assessment of where you are now, i.e., the level that depicts your current status; and 2) the key
elements or levels of functionality you seek to achieve with your E-commerce initiative. Your
customers — present and future — should guide your thinking here.

As you move through the model, you need to answer the following questions. Obviously, if your
firm has only a modest Web presence, the first few levels represent the crucial areas of self
assessment and planning. For many firms, Levels 1, 2 and 3 should be viewed as a
comprehensive initial set of steps, which are reviewed and planned in combination.

Level 1 Basic website development and site management

>

>

Technical expertise — What is the caliber of your in-house technical expertise? Will
deficiencies require training or even a new hire?

Hardware - What is the status of your existing hardware capability? Will this project
require additional investment?

Quality of Internet Service Provider (ISP) — Does you ISP provide you 24-hour access? Is
there a history of reliable service to E-commerce users? Will you require a dedicated
server? Is there a guaranteed back-up system?

Internally hosted vs. outsourced - Will you host the site with your own server? Since
most firms will outsource this function, how will you select the provider?

Web page design - Does your existing page warrant redesign? Does it contain the
requisite features (e.g., clarity, a consistent look, etc.)? Does it effectively promote your
brand and identity?

Web page manager — Do you have someone with dedicated responsibility for managing
your site? Is this responsibility spelled out as a systematic priority within your firm? How
will this person’s role be elevated with your new initiative? Is this function well
connected with all managers or departments that will enable timely updates of critical
information?

Internally managed vs. outsourced — As you elevate your use of E-commerce, will you
need to go outside the firm for day-to-day management of your site? If you outsource,
how will you select the provider?

Ease of navigation — How do you intend to create and maintain the most important
feature of your Web presence: the ease and simplicity for users of your site? Is there
consistent navigation throughout the site?

Does your site contain basic legal components: physical address, privacy statement, etc.?
Does it allow communications from customers with a consistent guarantee of response
and support?

Level 2 Commerce transaction management

>

Detailed product information — Are you replicating your product catalogue on your site?
Can you include product pricing information for any or all products? Are product design
specifications detailed? Do you have a plan to maintain currency, i.e. to update product



information as necessary? Will you need to accommodate specific pricing and incentives
for individual customers?

> Customer-friendly ordering process - What is the precise mechanism for customers to
place orders? Is it easy and intuitive? Does this procedure provide a clear, unambiguous
review and confirmation function? Can returning customers order without the need to
reenter all data? Does you system recognize current traditional, off-line customers?

> Detailed terms/conditions of sale - Have you crafted the description of your terms of sale
carefully? Are these terms clearly stated? Are they consistent across your product line
and across your entire Web site?

> Payment processing method — Are your processing orders and payments in-house or
using an external provider for payment processing? (For firms making their initial
attempts at Web-based selling, PayPal provides a relatively cost effective service for the
processing of customer payments.)
How much is your system integrated with traditional customer billing?

> Secure transaction system - Whether you are using an external provider or processing in-
house, how are you guaranteeing the security of all transactions? Are you establishing a
regular, systematic process for reviewing this aspect of your E-commerce initiative?

> Visible privacy “statement” - Have you arranged to provide a clear, unambiguous
assurance to your customers that any and all information that they provide will be strictly
confidential? (A formal privacy statement is typically featured as a link on your home
page. Use of the word “policy” may entail legal obligations.)

> Customer service areas - Have you provided clear, easily accessible areas on your site to
provide customer service? Will customers be able to track status of their orders? Can
they readily change or update information? Are you integrating on-line access with other
means of communication (phone, Fax, e-mail, e.g.)?

> Shipping policies - Does your site reflect a set of standard shipping policies? Are there
clearly described shipping rates? Are delivery times automatically provided and
updated? Do you describe premium or expedited delivery options?

> Return policies and procedures — Does your site clearly describe your firm’s policies for
returns? Does your site have an accessible area to accommodate order cancellations and
returns? Is this consistent with your existing set of policies and procedures?

> Data management — Do you have data backup and data recovery systems in place? Did
you establish procedures for system failures, e.g., for transmission or storage related
problems?

> Do you need to put incentives in place to assure sales team supports this new channel to

your customers?
Level 3 Site promotion management

> Search engine and directory listings - Have you arranged for registration with
search engines? Have you investigated the likely outcome of product searches in
your industry?

> Paid “space” — Google Ad words — Have you arranged for link creation with
Google? Have you investigated the existing responses within Google for your
product line?



Online Ads — Have you investigated the different types of online ads — banner, pop-ups,
interstitials? Have you looked at industry specific sites that have classified-ad sections?
Can you advertise in chat rooms?

Press releases and promotion - Are you promoting your launch with press releases? Have
you considered all appropriate industry publications and outlets? Have you considered
promotion of your launch in specific newsletters, including electronic versions?

E-mail - Have you established a systematic plan to promote your site through e-mail?
Have you carefully customized and personalized this communication for your most
important prospective customers? In some cases, you will need to obtain permission
from customers; it may be necessary to establish a formal program to achieve this. Can
you create a viral marketing campaign?
opt-in advertising — Have you investigated the possibility of registering visitors and
asking them if they would agree to be recipients of promotions and newsletters?

Online events/promotions/attractions — Have you investigated the possibility of online
“give-aways”? Could you attract larger numbers of customers by offering online coupons
or conducting contests?

Web log analysis - Have you arranged to analyze — with regularity and systematically —
the sources of inquiries and orders to your site? If necessary, have you inquired of your
ISP provider the scope and nature of reporting provided to you?

ROI analysis — Which promotions are working? Which promotions led to the greatest
percentage increase in sales? What aspects of your marketing efforts need improvement?
Which items should no longer be pursued?

Level 4 Customer relationship management

>

Capture customer interactions - Have you established a reporting system that will record
and sort all customer visits to your site? Will you arrange to review these regularly with
key people in your firm? Will you use these records to make appropriate adjustments or
corrections to your system?

Differentiate from the competition - Do you have a regularly scheduled process for
comparing your site to the competition? Does your site provide — through both
description and execution - clear evidence of the superiority of your firm? Will you
regularly review and revise your site to seek or maintain a competitive advantage?
Customer profile creation - Have you created a program to profile each customer who
moves through your E-commerce site? Can you marry this with your existing, traditional
customer base? Does this system enable immediate revision or update? Are there
product or marketing opportunities created by analysis of these data?

Retain vs. attain — Are you prepared to create a cost-benefit approach in the analysis of
your customers? What is the apparent cost of creating new customers vs. retaining
existing customers?

Critical self evaluation - Remember, the key to success (both on- and off-line) is the
business process — not the technology. Doing business with your firm should be made
increasingly more efficient, more streamlined, and easier. Have you established a
mechanism within your firm for objective, candid appraisal of your shortcomings? Is
your Web-based system easier and better than the traditional approach to sales?



Customer complaint analysis - Have you created a reporting system that sorts and
analyzes customer complaints? (E-commerce often provides new and relatively easy
ways to capture customer complaints.) Can you integrate this on-line reporting
mechanism to your traditional customer relationship approach?

Level 5 SCM/ERP Integration

>

Have you been working toward an integrated IT capability from the launch of your E-
commerce initiative, i.e., the establishment of Level 1 functions? Will this integrated
system be directed at serving your customers’ needs?

Committed management team - Do you have a group of key managers that constitute a
genuine team to oversee and evaluate this integrated system?

Evaluate ROI - Are you carefully reviewing the return on IT investment as you marry the
E-commerce functions with your entire IT capability?

Cross-functional implementation team — Do you have a team of mangers from all
functional areas of your firm who are charged with bringing the integration to
completion?

Evaluate need for consultants - Have you carefully reviewed the need for and the nature
of external consulting assistance? Do you have a systematic approach to evaluating and
selecting this assistance? Will you have a formal program of review? Will your
management team communicate with firms who have already gone through the process?
Should the consulting assistance come from the vendor of any new IT acquisitions that
you are making?

Evaluate best-of-breed processes — Will your management team regularly review the
most effective and successful approaches to integration of supply chain and enterprise IT
management? What constitutes “best practices” in your industry?

Develop measures and standards - Have you established clear benchmarks for
performance of an integrated system? How frequently will you review these measures of
effectiveness?

Underestimation of cost and complexity - Are you overly optimistic about achieving
genuine integration on budget and on time? This final level is almost invariably
expensive, highly complicated; moreover, it typically takes years to implement, rather
than months.



REFERENCES

Ching, H., & Ellis, P. (2204). Marketing in cyberspace: What Factors Drive E-Commerce
Adoption? Journal of Marketing Management, 20, pp. 409 — 429.

Chuang, M., & Shaw (2205). A Roadmap for E-Business Implementation. Engineering
Management Journal, 17, pp. 3 — 14.

Hong, W., & Zhu, K. (2006). Migrating to internet-based e-commerce: Factors affecting
E-commerce adoption and migration at the firm level. Information & Management, 43,
pp. 204-221.



RADIO ONE, INC.

Charlie E. Mahone, Jr., Howard University
School of Business
2600 6" St. NW
Washington DC 20059
202-806-1585 cmahone@howard.edu

Edward D. Irons, Clark Atlanta University
CASE OBJECTIVES AND USE

The objective of the case is to teach students the importance of tenacity in pursuit of an
entrepreneurial venture. It is also designed to teach management succession, competitive
strategy and team building. The case can be focused in a number of ways. A starting point could
be a discussion surrounding “the entrepreneur.” Such a discussion could include questions such
as: What is an entrepreneur? What are the traits that successful entrepreneurs possess? Are
these traits inherited or are they acquired? How would you characterize Cathy Hughes, the
founder with respect to these traits? This can be followed by a discussion of the growth of Radio
One from a dream to reality? How important is it to have a well-detailed business plan? How
flexible should the business plan be in order to be able to respond to new opportunities and
challenges? To what extent is “succession planning” important? What impact has the
appointment of the founder’s son as CEO had on the growth of the company? And finally the
discussion can turn to the challenges that the company presently faces and alternative ways of
addressing these challenges.

The Radio One, Inc. case is designed for class discussion in courses on entrepreneurship,
entrepreneurial finance, general management, and business policy, both at the undergraduate and
graduate levels.

CASE SYNOPSIS

The Radio One, Inc. case describes how an African-American woman, born and raised in public
housing, with little money nor knowledge of the classical requirements of business planning,
launched a new venture that has grown a single 25,000-watt AM station into a radio empire,
reaching a total ownership of 69 stations in 22 markets. The case provides the student with the
opportunity to gain an understanding how an individual with no more than a dream can build a
radio broadcasting empire. The case provides a rich description of the background of the
founder of Radio One, and the many formidable challenges that she faced. At the same time the
case exemplifies true entrepreneurial spirit because when many entrepreneurs would have given
up, she proceeded with a single-minded focus and “bulldog” tenacity and determination, against
all odds, to succeed. The case also describes the substantial growth of the company after her
once “prodigal” son joins the company and later is named CEO. The company is now the largest
radio station targeting the urban, African-American population. Radio One has also recently
diversified into television but is now facing some significant questions in terms of its future
strategy as it seeks to continue growing in a mature, slow growing industry.
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Abstract

This paper presents the results of a study conducted among 36 owners of small manufacturing
businesses in Senegal. Although most of these firms show promising potential for success they
are threatened with some operational problems that constrains their ability to attain more
rewarding results. In order for these mostly stagnated small firms to graduate into higher levels
of development, the need for adequate management training and relevant supporting
infrastructures are essential. This research identified the biggest single impediment facing most
Senegalese small businesses as that of acute shortage to sources of capital, in addition to external
conditions affecting the productive management of funds. It is therefore recommended that the
government machinery, relevant establishments and business communities combine efforts to
create effective structures that will help ameliorate the capabilities for effective capital formation
processes and enhance better management know-how for entrepreneurs in order to encourage the
progressive development of small businesses in Senegal.

Introduction

At the turn of the 21" century, it still appears that the level of development for most small firms
in sub-Saharan African countries (Francophone or Anglophone) is still very basic. Most of these
firms have not progressed beyond the craft, promotional (Filley & Adalg, 1978) or the Artisan
levels (Longenecker, et al 2003), which are characterized as firms that are not innovative, use
very little capital and maintain only simple methods towards management and development.
Firms of this category are tenaciously surviving to remain in business and do not conduct any
research for development to proactively gain control of market share but rather use only simple
benchmarking techniques and follow signals from other competitors when demand for similar
products increases or decreases. Most businesses of this category struggle to remain in business
to earn enough money to maintain their livelihood.

Many factors have been identified by researchers as causes to the slow development, growth,
performance and survival of small firms in countries. Some researchers for instance have noted
that financial constraint is the most serious handicap confronting small firms in lesser developing
countries especially in Africa (Cook, 2001 & McMahon, 2001). In another twist, Deakins et. al.
(2002) noted assumptions made by some researchers that although inadequate financial
management practices are regarded as important contributors to the causes of turbulence in small
firms, little study has been done to know about the role owner-managers approach in the
evolution of strategy and associated learning in this area. Similarly, Chittenden, et. al. (1998)
observed the little attention received from financial researchers, with regard to non financial and



behavioral factors that influence capital structure decisions. There is therefore more to be
understood about the pattern of how managers learn to adapt, develop strategies and make
decisions in this area and how they are unique in specific environments. Relatively, limited
amount of research especially has been conducted on SMEs and entrepreneurship around the
African continent. This study therefore examines the role and practice of financial management
decisions among small managers and owners of firms in terms of how they behave and cope in
the Senegalese manufacturing sector and the effects of such on how they remain and grow in
business in a constraining economy with limited resources. I also argue that the wider
environment and the role of culture should also be adopted in the study of small firms in this
context, as this would provide a wider and in-depth view of understanding the factors influencing
the growth, performance and development of small firms, which is often neglected by most
studies on the subject.
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ACADEMIC ABSTRACT

Technology Entrepreneurship provides a fund of knowledge and background in areas not usually
covered in other courses of study, including Opportunity Recognition/Assessment,
Technology/Market Assessment, Business Plan Development, New Venture Formation, New
Venture Financing, Regulatory Compliance, Intellectual Property, and Strategies for Technology
Entrepreneurial Ventures. At the University of South Florida (USF), it was felt formalization of
this curriculum into a Master’s of Science Degree in Entrepreneurship for Applied Technologies
to define and demonstrate the level of expertise and competence was appropriate. This report
illustrates the steps necessary and issues to be managed to successfully develop and implement
this type of program.

EXECUTIVE SUMMARY

A unique and innovative interdisciplinary Master’s Program in Entrepreneurship in Applied
Technologies has been developed at the University of South Florida (USF). Technology
Entrepreneurship provides a fund of knowledge and background in areas not usually covered in
other courses of study including Technology/Market Assessment, Business Plan Development,
New Venture Formation, New Venture Financing, Regulatory Compliance, Intellectual Property,
and Strategies for Entrepreneurial Ventures. It was felt formalization of this curriculum into a
Master’s of Science Degree in Entrepreneurship in Applied Technologies to define and
demonstrate the level of expertise and competence was appropriate.

This Master’s Program provides focused and consolidated education and 