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18th May, 1979

A _CRITIQUE OF THE THESIS OF A.J. WILLIAMS

by M.E. Spautz, Ph.D.
Senior Lecturer in Management Studies

Attached are eleven crucial pages copied from the thesis. Here are
a few critical comments, to demonstrate the invalidity of the main
conclusions of the thesis.

Page 273:

Pages 276-7:

Page 358;

Page 362:

Page 364:

Fage 366:

Page 438:

Figure 3.4 allegedly represents a causal model, with

time moving from Teft to right, as usual. Trouble is,
the alleged predictor variable called Affective Reaction
was measured after the alleged criterion, hence should be
shown at the right, as a dependent variable, consequent
to success/failure.

According to the second paragraph on page 277, Affective
keaction is the "key variable in the thesis".

The Tast paragraph admits that the key variable, the criterion,
and need for achievement (another important alleged predictor,

which was also measured after failure for 303 of the subjects!),

are all bimodally distributed. As any user of elementary
statistics should know, Pearson product-moment correlation
coefficients calculated from such data are spuriously inflated.

The Tirst paragraph again acknowledges the bimodality of two
important variables. Also, Paragraph 6.2 in effect states the
main hypothesis of the thesis. The next paragraph states that
the validity of the fundamental proposition (and therefore the
validity of the thesis as a whole) is to be determined by
means of step-wise multiple regression, which utilizes Pearson
product-moment correlation coefficients. The results of this
analysis are shown on p. 364,

Table 6.2, which allegedly supports the main conclusions of the
thesis, is completely invalid, as any competent user of
elenentary statistics would immediately recognize, knowing the
peculiar characteristics of the input data, as well as on the
basis of information contained in the table itself.

The first sentence of the second paragraph is therefore
incorrect.

The first sentence of paragraph 7.1 (which is in the
Conclusion section of the thesis) is therefore incorrect also.

)



Page 445:

Page 542:

Page 643:

The first sentence of the second paragraph (which is also from
the Conclusions) is therefore incorrect also.

Obviously, Affective Reaction scores are bimndally distributed;
the Teft mode basically represents the bankrupted group, and
the right the group still in business. (Similar charts are
provided for all other variables in the study, many of which
are bimodal, extremely skewed and/or based on nominal data.)

This scatter diagram is obviously of dumbbell shape, closely
resembling figure d) on the attached Fig. 45, which is from .
H. Walker, Elementary Statistical Methods, p. 233. A reasonable
estimate of the true correlation Delween the variables would

be about 0.40. However, since the causal direction has heen
inverted (see comments on page 273 above), the proper

conclusion would then be that "failure tends to he followed by
verbal affective reactions”.

In conclusion, the main findings of this thesis must be rejected as
pseudo-scientific.



3-273

author has used measures of earnings, growth and financial

ctability to produce entreprencurial performance scores.

o
oA
3

Thus, there’is suggested a pattern nf scquential retationships

linking the mental/emotionnl state of the entreprencur with his

role effectiveness, and, consequently, with the guality of his

entrepreneurial performanca. These relationships, in schenatic

resentation, are:
p
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FIGURE 3.4

3.5 A MCDEL OF ENTREFRLNTURIAL ETTUCTIVENESS

The mode!l of entreprencurial affectiveness, the subs tance of this

study, has been built from a group of seanents cach compnsed of

postulated factors and theiv prinary inter-rolationships. The

broad propositions and a number of sugqested hypotheses, ermanating

Aboration and testing. The following

from the madel, required el

chapters indicate how this was undertaken.

1 is illustrated in Figure 3.5:

The complete conceptual node
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fFinally, a wide range of sccondary hypotheses is introduced,
incorporating all other variables and the more significant of

their possible inter-relationships. In a model involving as
Ao B

many as 40 individual variables, the number of potential inter-
relationships would be unmanageable. There exists much scope

for future study.

4.1  FUNDAMENTAL PROPOSITION

As a foundation for the following exposition of the hypotheses
which guide the empirical stage of this study, it is subnitted
that a model of small business/cntrepreneurial behavior is both

justifiasble and viable.

Study of the wide but fragmentary rescarch literature relating
to the role of the independent entreprencur in the small
business situation, strongly suggests that the locus of concern,

"of small business

in endeavouring to ascertain true ''causecs'
success or failure, should bc found in those factars which can

be {dentified as bearing on the individual's ability and
propensity to function effectively in a potentially highly
stressful role. The explanation of why a particular firm fails
will stem not so much from an examination of what the entrepreneur
does, or how he does {t, or what he neglects to do, but rather
from the analysis of why he behaves as he does. Therefore,
observation of the results of business management does little to

develop a plausible insight to, or theory of, entrepreneurial

effectiveness, with acceptable cxternal validity. Faulty or
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successful managerial/entreprenecurial practice is presented as
justification for this study and for the explanatory model it
offers and tests, in the nature of an intervening vaﬁix%Ie The
chain of causal inferéan has been traced back to identify root

factors, which have then been proposed as retevant contributory

variables.

The focal point and key [variable In the theory of entrepreneurtial

effactiveness herepostuldted [ the individual's ability and
propensity to cope wlth;the méhy and varied stressors inherent

i
in that role: This factor, here labelled affective reaction, I8
propogéd as & conseqUeh%é of three interlocking sets of
”ihdeﬁendent“ Varlabfes; all of which, in particulatr ways;

i

contribute to; or detratt from, the individual 's stress hard| i rig

capaclty and/or propensity.
|

If certain proposed factors are found to be consistently

associated with affective reaction, and the latter with the

quallty of eftrepreneuglal performance, then knowledge of the
possession o] lack of ghese factors should permit the prediction

of subsequent success ér faiture in the role. of small businegss
entrepteneur. |f 5uch;assoclations are found to exist, and

causal inferences are iuskified, an embryo.theory of entrepreneurial

effectivess may have béen conceived. It is therefore proposed

that:

The quality of entreprencurial performance, in the emall bueihess

context, can be COHfL((nﬁlJ predicted from a knowledge of the

particular personal charactartstzcn pestulated in this model,
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. the degree to which childten were tequired and encouraged to attain high

standards of performance and indepcndence of act‘ivity."gﬁcores rdnged

from 7 to 24, with a mean?of i4.468 znd standard deviation of 4.628:

The distribution was positively skewed (.218) indicating a tendency

for owners in this sampié to have experienced rather tow and indifferent
parentai expectation and?cncouragcment. Thase scores correlated .7318
with n-Achievemenf scores, thercby supporting Winterbottom's (1958)
findings on the reiationgof achieverent motivation to learning expetiences

{n Independence and mastery.
4.16 BUSINESS PERFORMANCT  (Figurc F40)

As well as being stratified on the basis of industrial grcuping, the
sample used in this study deliberately included a number of owners of
failed small firms. Thére was ho known basis on which to se’=zct an

appropriate number of fdilures, but to provide as wide a rangs of

performance as possibley 75 faflures (392.0% of the sample) vere included.

The total range of poss?ble scores was 0 - 60, actual scores being
distributed from 5 to 59, The distritution of scores was hi-noddl
(also a feature of the ﬁistribulid& of n-Achievemart and affective
reaction scores!), with 30.4% of scores falling within the lowest quartet
of the range, 11.2% ln;the next quarter, 2h.4% in the third and 34.0%

|
within the uppermost quarter. The distribution wds negatiVeiy skeved
(h.261) indicating a greater concentration of cases with Highef scorés.
the modal score was 53 and the mean 33.835. Scores vera widely

dispersed, as evidenced by the bi-modal distribution and the standard
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deviation of 17.549.

The unexpected feature of this distribution was the d3§$th of casés

in the middle of the range. The similarity of this bl-modal distiributisn
with those on both the achievement motivation and affective reaction

scales strongly suggestsisignlficant relationships existing.

4.0  FUNDAMENTAL PROPOSITTON

i

The quality of entreprcﬁexﬂ'ql performance, in the small buelriss cdontext,
can be confidently pradpcted from a Imowicdge of the particular perSOﬁdi
characteristice postulated <n this model. ;

|
As outlined it Section 5 5, miltiple linear regression analysis has been
vsed as the basls for détermnnlng the efficacy of the model of
entrepreneurlai eFféttiQeneSs proposed in this study. The step—wiée modé

of multiple regression ?as been adoptad to provide the best possible
prediction with a minimym of independent variables. No pre-determined
sub-set of tndependeht variables was presumed, all such variables beifd
eligible for entry intovthe analysis until the F level or toleraace
measure became insufficjent to warrant further conputation. Of the 35
eligible independent varlablos in the study, the SPSS REGRESSION

‘sub-programme entercd 29 Into the equation before the process became

unprofitable.

The resolution of the question of whether the knowledge of an

individual's particular configuration of personal characteristics is
capable of permitting prediction (at the required level of confidence)

of his potentlal for success as a small business owner/manager, is

consequent upon the consideration of the multiple co-efficient of



MULTIPLE REGRESSION SUMMARY (DEPENDENT VARIABLE = SMALL. BUSINESS PERFORMANCE)

TABLE 6.2
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co-efficients indicate the relative strength of relationship between
'

each independent varlableé and the criterion Qariable, as well as the

direction of the relatio%ship. In Fuifilting this rolgfgn multiple

regression aﬁalysis, thc:regression co-efficients rcfiéét the weight

{
of each independent variable nccessary to minimize the unexplained or

error variance, or residual.

on the basts of the data compiled in thls study and presented in

summary form in Table 6.2, the fundamental proposition of this resedrch
i

study s supported. Wiﬁh the inclusion of 29 (from 35) independent

Cr

varlables in the rcgres%ion cquation 90.16%% of the variance in small
business performance scéres was accounted for. Placerent of the First
18 predi tc s in the eq&ation resulted in prediction o ¢ .015% of

|
the variance in the deptndent variable. The imp;;vcment in prediciion
by the inciusion of eleyen more variables docs not warr:nt such

inclusic ,-garticuia?ly as the standard deviation of the residual

(typical error in prediction) increases after step 18.

The variables included 'in the multiple regre “ion equation, and
accepted for the signiéicnncu of their individual and interacthE
cdnifibuthhé to the péedictive—ability of that equation, are thosé
ghown asové the horizo?tal iine in"Table 6.2; those involved in the
first 18 steps of ihe étep-wise selection process.

5.3 PRIMARY PROFOSTTIONS ANU HYPOTHLSES
| |
|

Al tables referred to in the folicwing discussion of the hypothesés

are located In Appendix G (e.g. Table G1 refers to Table 1 of Appendix
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more plausible causal inference) has involved variables from more
than one of the discip‘ines drawn upon. In other words, It is

obvious that the validfty of a particular variable lyfﬁhc mode |

e,

may depend on its statistical relationship with antecedent or
subsequent vartables possibly deri/ing from another discipline. As
an example, achievemen& motivation (from the realm of psychology) has
strong statistical a55§c3ation with experiential and preparatory
factors (suggested by }eSearch in business management). This rather
comp lex interactioh betweer variables indicates the need for further
detalled fnvestigation. Fortunately data exist on many more
iniér-re‘étidnships téan have been hypothesised and exarined in this
study, and follow-up research is being planned. This will be a
dividend from the author's programme of intensive data collection
with a fatrly large sample. This study could not, and did not;
adequately inVEstigat? further comzinations of suqggested
discriminatory and pr?dictivc variables. Of particular interest are

the possible inleractional effects awong iets.ofl variables.

7.1 THE PREDICTIVE HODEL

The confident acceptance of the Fundamental Proposition {Section
6.2) has justified the concluaioé that the synthesis of a prediction
model with pragmatic value was successfully achieved. The extent

to which variance {n'the dependent variable has been explained by
the variables included (h* = 90.015, with 18 variables placed in

the regression equat{on) has demonstrated that prediction of small

business performance at a high Jevel of confidence is possible.



7-bhs

personality Characteristics

It has been demonstratel that, In large measure, entrepreneurial
effectiveness Is associated with the possession of éégﬁopriaté
i Wy

‘ |
personality traits. :

The .highly significant statisticai telationship between affective
reactfon and entreprene;riai effectiveness supports the conclusion
that the true cadses oF%smaii business success or failure are to be
found in factors whith;inFerncc the cntrepreneur's capacity and
propensity for operatiﬁg cffectively within a potentially stressful
situation. That the rdle of independent entrepreneur can be very
stress evoking is stro%gly indicated by empirical observation (in
the author's interview{ng programme, for example) and suggested in
prior research (SectioJ 2.45). Those individuals who have

developed a cértain configuration of personality characteristics and
who, by design or otherwise, have attained an appropriate combination
of relevant experience?and veridical role perception have been shown

to be able to cope with entrepreneurial role stress and perfcrm

effectively. ‘

The i{mpact of stressfu! situations is first manifest as deterioration
in cognitive processes. and as disturbed emotiénal reactions. As the
role of independent enirepreneur makes as much, or more demand on
mental/emotlonal activ}ty as it does on physical behavior, the

search for plausible explanatory variables centred primarily around
those aspects of persohal development which were either shown or

assumed to be capable bf affecting stress tolerance and behavioral

adaptation thereto.

R T Ty SR POy WOy T £ T S ML Ty = e e e e .
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Class Absolute Percentage Cunulative
Intervals Frequency Frequency Percentage
20 - 26 .3 1.2 1.2
27 - 33 |25 10.0 11.2
34 - 40 42 16.8 Lw 2870
41 - 47 27 10.8 0.4
48 - 54 18 7.2 46.0
56 - 61 18 ' 7.2 53.2
62 - 68 13 5.2 58.4
69 - 76 24 9.6 68.0
76 -~ 82 35 14.0 82.0
83 - 89 34 13.6 95.6
90 - 96 11 4.4 100. 0%
350 100.0%
Mean . §9.172 Median 59.100
Standard Deviation 20.747 Mode 34
Standard Error 1.312 Skeuness -:002
Variarice - 430.424 Range 68
I
|
100% k ' zi;

42

55 34

. 25 i : 24

13 11

20- 27- 34- 41- 48- 55- 62- 69- 76- 83- 90-
26 33 40 47 54 61 68 75 82 89 9

FIGURE F12  AFFECTIVE REACTION SCORES




"ok : FIGU ' N1 BUSIRESS PENFORMANCE (PERI'ORIS) BY AFFECTIVE
) REACTION (REACYION) (NYPOTHRSIS 1)
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