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developed models of sub-system operation which generally follow

the Parsons paradigm.

Mahoney (1967) has outlined three types of effectiveness criteria -
unique operating measures, mid-range criteria and ultimate

criteria (survival). Analysis of performance quality, for a
truncated segment of an organisation's total life span, requires
the use of those criteria providing the best possible prediction

of ultimate success or failure. Mahoney (ibid., p.77) has
concluded that mid-range criteria (such as those propounded by

systems theorists) have no proven predictive ability:

There is little evidence to indicate that the
suggested [mid-range] criteria arc predictive

of ultimate criteria or that they represent
goals consciously sought by organisations,
Rather, most of the suggested criteria represent
goals which observers believe organisations
should seek or variables hypothesised as
predictive of ultimate survival criteria,

As the findings of systems theory have apparently not provided
practising managers with morc than generalised criteria of
effectiveness with uncertain predictive capacity, researchers

who require valid and reliable pertormance effactiveness criteria
will no doubt prefer to look to more objective measures.
Eventually it can be expected that useful measures of intermediate

criteria will be developed.

in the small business venture, the asnirations of the entreprencur
are inevitably interwoven with the objectives for the firm

itself. The entrepreneur, as has been indicated in preceding
cections of this thesis, may enter business ownership for any

or some of a variety of reasons, but it is clear from the research
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literature that psychological asoirations feature significantly
in entrepreneurial motives and behavior. Hence, ore measure of
the firm's effectiveness would relate to the extent to which i
satisfies such needs for the entrepreneur. However from an
essentially p}actical viewpoint it would be reasonable to

propose that the primary objective for any business venture wou | d
be survival, since failure to survive results in consequential

failure to satisfy other purposes or aspirations.

In one of cnly several available studies of small firm effectivenass,

Friedlander and Pickle (1968) calculated correlation co~efficients
to explore the relationships among a number of internal and
external effectiveness criteria. Internal components included
owner (financial profit) and employees (satisfaction with working
conditions, financial rewards, opportunities for self-developmant,
confidence in management; opinions about immediate supervisor).
The societal components, for which goal fulfilment data were
collected, included community, government, customers, suppliers
and creditors. A feature of the computed co-efficients, noted

by the authors, was that they were consistently of rather Tow
magnitude. Of the five societal components, only customer and
community satisfaction varied positively with the five aspects

of employee satisfaction. With the association between owner

satisfaction (profits) and employee fulfiliment, three (out of five)

significant relationships were produced - confidence in management

.20, high opinions of supervisors .22 and employee seclf-development

.23 {all with p < .05). lInvestigation of the association between
owner satisfaction (profits) and societal components revealed

only two relationships of significance. Owner satisfacticn




correlated .32 (p < .01) with community fulfilment and .2?

(p < .05) with customer satisfaction. Friedlander and Pickle
(1968) have concluded that concurrent fulfilment of the needs
of societal components, employces and owner are difficult to
attain simultaneously. Their findings on employee fulfilment
are supportive of the motivation-hvgiene theory of Herzberg,
Mausner and Synderman (1959) since the two hygiene features in

that study (i.e. working conditions and financial rewards)
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exhibit insignificant correlation with organisational performance

(here assuming a causal link between employee praductivity and

arganisational performance).

What is evident from the Friedlander and Pickle (1968) study is

that measures of financial earnings to the small Firm owner are

generally indicative of satisfied customers, community integration

and most aspects of employee satisfaction.

A second stud&, by Pickle and Rungeling (1973), has produced
correlation cg-efficients between a range of owner/manager
satisfactions (profit; financial catisfaction; security; psychic
rewards) and customer satisfaction. The results are shown in
Table 2.27. These data provide support for the Friedlander and
Pickle (1968) findings, that the financial return to the owner/
manager is a reasonable predictor of other effectiveness

criteria.

On the basis of such evicence, sparse though it may be, and

for administrative facility, the author has used criteria

relating to owner satisfaction in this study. Given the validity
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TABLE 2.27 CO-EFFICIENTS OF CORRELATICN OF COMPONENTS OF
OWNER-MANAGER SATISFACTION AD CUSTOMER
SATISFACTION IN 97 SMALL BUSIVESS FIRMS
‘o~effictent lati L the
Components of Co QU;L?TQA s of Correlation with
Oumer/Manager Customer | Psychic T Financial
Satisfaction Satisfaction | Reward: ) Security Satisfaction
Profit .76* .31 -.08 .80*
Financial i
Satisfaction LA1H L.28% | =00 -
Security .12 L -
x |
Psychic Rewards .06 i - ! - -
|

* Significantly different from zero at the .01 level.

Source: FPickle and Rungeling, 1973, p.270

of the demonstrated relationship between the satisfaction of the
ultimate survival objective and satisfaction of various mid-range
criteria, a series of measures of business performance have been
adopted to provide scores on the dependent variable of this
éésearch study. Further details of these measures are given in

Section 5. 45,
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CHAPTER 3 A MODEL OF ENTREPRENEURIAL EFFECTIVENESS

There has been drawn from the diverse literature relating to
kindred facets of human behavior, including the practice of
business management, and associated fields of endeavour, a wide
range of ‘'causal' factors, regarded as pertinent, in sundry ways,
to the effectiveness of entrepreneurial behavior as manifested

in the creation and successful operation of a small business
venture. At this point in the thesis it is appropriate Lo
demonstrate the broad hypothesized relationships among these
various factors, and between them and the critericn variable of

the study.

The proposed conceptual model introduces three types of variables
which can be labelled as antecedent, intervening, and criterion,
The latter, the dependent, effect or consequential variable in
this study, is the disposition of the individual to act in a
particular manner - in such a way as to establish a small
business enterprise and operate it successfully. The proposed
independent variables represent a configuration of properties
which may be regarded cautiously as possible determinants of the
individual's propensity and ability to behave in the manner
mentioned. As stated in Chapter 1, this study has as its
fundamental objective the development of the means of predicting
entrepreneurial effectiveness in the small business situation
(the disposition or act) from a knowledge of the possession of
particular personal characteristics (the properties), While
aware of the folly inherent in too readily assuming causal

relationships among variables in ex-post-facto research, the
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author is nevertheless hopeful of demonstrating relationships

capable of being accepted as ‘causal'.

The strength ‘and plausibility of demonstrated relationships may

be enhanced by the elimination of as many other feasible
alternative 'causes' of the dependent variable as possible,

given certain constraints on the nature and size of the study.
This process, called ''elaboration' by Rosenberg (1968, p.24),
involves the introduction of possible explanatory variables or
nrest factors' (ibid.) into the analysis, stratification on

those test factors and examination of the contingent associations.
with the hope that significant relationships will become evident,
relationships possibly deserving a degree of causal inference,

the author, in designing this study, has recognised the 'block-
booked" (ibid., p.26) characteristic of all sociological variables
and has introduced a number of other feasible variables or test

factors.

Two types of test factors have been used. Extraneous variables
have been introduced to determine whether there is a truly
intrinsic relationship between the predictor and dependent
variables, or whether there is an accidental association with
some related variable. Thus, the contribution of extraneous
variables in non-experimental research is to guard against
‘spu}fSEEWand misleading interpretation of demonstrated
a;;;c{ations. Another type of variable used as a test factor in
this study is the intervening variable. The logical placement

of such a variable in a research study is determined by the

fact that it can be viewed both as a consequence of an antecedent
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variable and as a determinant of thz dependent variable. With
extraneous variables, it is assumed that there is no causal
conrection or no inherent link, between the independent and
dependent variables. Their association is assumed to he entirely
due to their independent association with a third variable - they
may both be consequences of a common determinant. However, an

intervening variable serves both as dependent and independent

variable in the ore set of asymmetrical relationships.

In discussing the practical relevance of intervening variables,

Rosenberg (1968, p.63) has advanced the view that

any asymmetrical relationship between two variables
is an abstraction from a never-ending causal chain.
The greater one's understanding of the links in
this chain, the better one's understanding of the
relationship. The intervening variable is one of
these links.

In like manner, antecedent variables may be introduced before an
independent variable to provide a longer and more convingcing
causal sequence. This causal chain may be carried as far back
as is theoretically meaningful and empirically practical, each
additional step advancing understanding of the social process
baing studied. FEven a multi-variate study, such as the present
one, is ''a truncated segment of an extended causal sequence, and
any meaningful extension of that sequence can only enhance our
understanding of the larger process' (ibid., p.67). In building
a conceptual model, not only must the recsearcher decide on which
independent variables to use, but he also must offer reasonably
plausible propositions about the inter-variable relationships.
Particularly if he is interested in establishing a predictive

model, he will be concerned with developing a convincing causal
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sequence, and therefore will become involved in formulating an
appropriate sequence of variables. He must make reasonable and
justifiable placement of all types of variables in the model.

Whether such placement is legitimate, or even appropriate, only

statistical analysis and/or further research may determine.

Comprehensive study of the peculiar characteristics of small
firms, vis-a-vis larger ones, of the’problems of these <mall
ventures, and of the role of the entrepreneur in ‘small firm
behavior', together with a realisation that models of business
behavior, developed for, and applicable to large organisations,
are inappropriate for the analysis of small firms, have
persuaded the author that a viable model of small firm/
entrepreneurial behavior is both warranted and feasible. The
model presented in this thesis, and which forms the foundation

of this entire study, does not purport to be a total explanation
of factors contributing to successful small business performance,
but every effort has been made to include all plausible

‘causes' or determinants. It could be argued that the placement
of any of the variables is faulty, or that further factors (both
antecedent and intervening variables) should have been included.
Placement is justified by a study of the available research
literature on each variable and the author's consequent

judgment on the Tikely relationships. Any fault shown to exist
in the placement of variables must rest entirely with the
author's perception and judgment. Omission of any plausible
factor is justified on the grounds of both time/effort constraints
inherent in any research project, and on the author's judgment

of the relative plausibility of alternative variables,
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The criterion variable in this study is quality of performance
as the owner/manager of a small business venture = the role of
entrepreneur in the strictest sense. Entrepreneurial behavior
may be manifest, and assessed for effectiveness, in several
contexts, the one under consideration in this study being
independent entrepreneurship i.e. the ownership and managemant
of a small independent business venture. There are a variety

of criteria of small business success or failure; however, a
business that is incapable of remaining operational has failed,
and other effectiveness criteria would seem reduncant by
comparison. The quality of performance within firms which have
not failed may vary widely, so the author decided to use
generally acceptable objective measures of business performance,
to gain a wide range of performance scores. Further justification
for the use of such measures is provided in Section 2.8, while

evaluation of particular calculation methods follows in Section

5 L5,

Discussion in Chapters 1 and 2 has suggested that a theaoretical
model of entrepreneurial effectivencss would include three

broad groups of independent variables, via:

1. relevant patterns of experience and preparation,

2. certain personality factors demonstrated to he pertinent
to entrepreneurial behavior, and

3. other factors, including concurrent role obligations.

1t is therefore postulated that the quality of an individual's
performance as an independent entrepreneur in a small business
enterprise is significantly associated with the possession or

lack of a particular configuration of personal attributes.
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Possession of an appropriate or relevant pattern of personal
characteristics is suggested as;being associated with a positive
and propitious affective reaction to the many and diverse
problems inherent in the entrepreneurial role., Conversely, the
absence of such a favourable configuration, or the existence of
an inappropriate set of attributes, is viewed as possibly
detrimental to affective reaction and thus to entrepreneurial

effectiveness and small business performance.

These three groups of independent or ecausal' variables are
composed of certain antecedent and intervening variables, and
have suggested joint and several associations with the key

theorem of the study.

3.1  EXPERTIENCE, PREPARATION AND AFFECTIVE REACTION

It has been shown that the nature and demands of a person's work
role have the capacity to induce stress when that person is
unable, in some measure, to cope with those demands, and the

consequences of such inability are perceived as threatening.

The entrepreneurial role requires knowledge of, and skill in,

a wide range of management functions, failure in any cne of
which may have seriously adverse effects on the firm., There are
certain features of the entrepreneurial role which cannot be
learned or experienced without actual involvement in that role
e.g. boundary spanning demands and role ambiguity., Facility in
many other features of the role is attainable, prior to mak ing

the decision to enter business ownership, from experience and
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formal education.

Pre-decision experience, capable of affecting entrepreneurial
role performance, includes three components = occupational

(trade or professional), managerial (supervisory) and
entrepreneurial experience. For each type of experience two
dimensions would seem appropriate - duration and relevance to

the specific requirements of the present entrepreneurial role.
Massive evidence, gathered in the United States particularly,
over many years, and, more recently in numerous other countries,
has indicated consistently and convincingly that many business

founders are grossly unprepared for their chosen role, and, in

consequence, fail within a short time.

Fducation is introduced as a potentially significant factor,
since it has been shown to be associated with entrepreneurial
performance (Section 2.72) and it is perceived both as a
component of an individual's total experience, and as a probable
influence on the nature and extent of other aspects of
experience. There exists conflicting evidence of the contribufion
of formal education to entreprencurial performance. Mayer and
Goldstein (1961) and Hoad and Rosko (1964) have shown the
duration of the educative process to be significant, while
Collins and Moore (1970) have concluded that entrepreneurially
inclined individuals distrust the structures and processes
commonly associated with formal schooling to the point where they
benefit little. 1t may well be that formal education sets in
motion certain cognitive habits (e.g. logical reasoning) and

develops certain attitudes resulting subsequently in open-
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mindedness and, eventually, veridical self- and role-perceptions,

which may influence affective reaction to stressful situations.

Age is significant to this study through its logical association
with duration of experience, and the fact that the requisite
physical, cognitive and emotive facilities and motivation vary

with age.

Once the individual makes his definite decision to enter the

role of entrepreneur in a particular type of business venture,
the total pattern of experience, with age and education included,
is seen as having a substantial influence on this motivation to
succeed in that role. Role success motivation (Section 2.44) is
also affected by one's general disposition to excel and succeed
i.e. by his level of achievement motivation, Assuming
appropriate experience, age and education, (and n-Achievement)
the individual will be attracted to a role relevant to his
background and propensities, and will manifest a strong desire

to succeed in that role. Given that the person's choice of
entrepreneurial role leads to his entry into small business
ownership, the strong need to succeed will lead him to undertake
appropriate postedecision preparation, This specific preparation
supplements the previously, or concurrently attained more
general experience, and bears directly on the individual's coping
ability - his affective reaction to the stress of the role. 1ll=
prepared ventures, with inadequate finance, dubious location,
untested market potential and incompetent management inputs

will create further serious problems for the entrepreneur, at 2

time when he is already subject to stress,
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This segment of the model is shown in Figure 3.1. Overlapping
factors and relationships, not specifically included in this part

of the model, are shown with broken lines.
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FIGURE 3.1 EXPERIENTIAL AND PEEFPARATORY FPACTORS TN A MODEL OF
ENTREPRENEURIAL EFFECTIVENIESS

3.7  PERSONALITY CHARACTERISTICS AND AFFECTIVE REACTION

It is proposed that stress coping ability and inclination are
influenced by certain personality traits. To keep this study
within manageable bounds, only those facets of personality
which have been demonstrated empirically to be associated with

entrepreneurial behavior have been included in the mode 1.

Achievement motivation, the general disposition to succeed,

compete, innovate and overcome obstacles, is suggested as a
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significant factor which has been shown convincingly in

controlled experimental rescarch to give certain individuals

a natural advantage over others in contending with entrepreneurial
role demands. Unfortunately, few research reports are available

to validate such findings in the actual role of independent
entrepreneur. The nature of high n-Achievement and entrepreneurial
behavior is such as to give rise to many propositions which

deserve research attention. Some of these hypotheses have been

elaborated and examined in this study.

It is realised that strong achievement motivation need not propel
an individual into the specific role of independent entrepreneur
in a small business venture. Other factors, experience in

] articular, exert an influence on a verson's decisions concerning
p f g

his work role, help determine his specific motivation for and
commitment to that role, and contribute thereby to affective
reaction. Thus, in the model here proposed, achievement
motivation relates to affective reaction via several intervening
variables, including the individual's specific role success

motivation (see Section 2.4L4) and other factors discussed helow.

Two contributory factors relate to n-Achievement. It is difficult
to suggest precise and measurable sources of this pervasive
motivational factor, but apart from heredity, family background
and broad religious affiliation (section 2.413) are proposed as
possible determinants of the level of this trait in an individual.
Rather convincing empirical evidence points to child-rearing

practices as significant, but the religious affiliation variable

does not stem from any such clear cut research findings.




Role success motivation is perceived as a factor giving specific
direction and impetus tO the establishment and operation of a
business venture of a particular kind. This factor is regarded

as an intervening variable, being determined by several antecedent
variables and, in turn, being a probable influence on affective

reaction.

Achievement motivation is regarded as one source of influence on
this specific motivation to succeed in the chosen role of
entrepreneur. Experiential factors have also been shown as
being associated with such motivation and role commitment

(Section 2.44),

A third personality factor, proposed as being relevant to

effective entrepreneurial behavior is interpersonal resporse
traits. Defined as a general orientation towards others,

resulting in the exercise of a predominant pattern of interpersonal
responses, this construct is perceived as significant to the

entrepreneurial role. It is recognised that interpersonal

'

incongruence is a common source of stress (Section 2.451), and,

for this reason, this factor is justified in a model used as the
|

basis of an investigation of the relationship between stress
|

. J ] . . .
coping capaCﬂty/dlsp05|t|on and entrepreneurial effectiveness.
\

Research on n-Achievement has not been explicitly very concerned
with interpersonal aspects of entrepreneurial activity. Apart
from the demonstrated preference of high achievers for experts

rather than friends as working partners (French, 1956), and the

implicit conclusion that high n-Achievement is more associated

with task-orientation than peop]e-orientation, little else has

N
o
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been proposed about this facet of behavior associated with high
n-Achievement. It is here suggested that high n-Achievement in an
individual is associated with a particular pattern of interpersonal

responses.

The Horney (1945) model of interpersonal response traits has

suggested a promising means for investigating entrepreneurial

interpersonal orientation, since the aggressive and detached companents
of that model appear to have behavioral implications closely associated
with those deriving from high achievement motivation. Sections 2. 41

and 2.42 provide evidence of these behavioral associations.

The final personality factor ‘ncluded in the proposed model is role

perception, which has been shown to be associated with both the

direction of effort and successful task achievement (Section 2.43).
The behavioral features of the inner-directed individual (from
Riesman, 1950) show sufficient similarity to those implicit in high
n-Achievement to suggest a positive and significant correlation. Role
perception is influenced by many factors, including the experience
pertinent to that role. It is generally postulated that the
individual whose perception of his chosen role is either vague or
erroneous will be more prone to suffer from the stress inherent in
that role. His psychological preparation will be inadequate and/cr
imbalanced, leaaing to unrealistic expectations. Research has
indicated that such a condition is generally associated with lack of
perseverance through the difficult carly stages of the new venture,

and therefore with failure to survive this initial period.
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These various aspects of personality, proposed as pertinent to
affective reaction and, hence, to entrepreneurial effectiveness,
relate to the total conceptual framework of the study as shown
in Figure 3.2. Factors not specifically included in the
personality segment of the model, but which overlap and inter-

relate are shown with broken lines,
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FIGURFE 3.2 PERSONALITY TACTORS IN A MODEL OF ENTERPRENEUKIAL
EFPECTIVIENESS

5.3  CONCURRENT ROLE OBLIGATIONS, OTHER FACTORS AND AFFECTIVE
REACTION

It is recognised that an individual's performance in any one role
}

is influenced by his obligations to, and performance in, his other

concurrent roles. There are three roles, other than entrepreneurship,
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which are suggested as potentially significant to the quality of
performance in the latter role. Primarily, the entrepreneur's
marital status and family responstibilities may contribute either
propitiouslylor adversely to his business nerformance, and thereby,
may be either a source ol acditional siress or a means of
alleviating the effects of work-induced stress. Either way,
performance in the parent/spouse roles and in the entrepreneurial

role are associated, through the concept of affective reaction.

In like manner, multiple job holding may have either adverse

consequences (by consuming scarce and critical time and energy)

or beneficial results (by providing income). Similarly, membership
|

in other orgaﬁisations, such as clubs and associations, may have

either favou;able and unfavourable outcomes, depending on the

extent of commitment. Demands made by any other role will vary

in intensity, frequency and persistence, but, in some way, will

affect the individual's ability and/or predisposition to perform

effectively in his entrepreneurial role.

Two other factors are suggested as relevant. Physical conditicn
is regarded as important to the performance of any task, and is
therefore seen as particularly pertinent to the concept of
affective reaction and its conseguences. Finally, to investigate
the relationship between sex and the quality of entrepreneurial

performance, this variable has been introduced as a test factor.

The above mentioned concurrent role obligations and other factors
-have been introduced into the model on the assumption that they

have direct relationship with affective reaction. This placement
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is open to contention. Marital status and family responsitilities
could feasibly affect role success motivation, and there are
equally plausible grounds for placing other variables from this
group in alternative direct relationships. With little guidance
from the research literature, and with the need to keep the
conceptual framework manageable, a measure of intuition and
judgment was necessary. Hence, these factors were considered to
most directly affect the entrepreneur's ability and desire to

cope with the stress from his chosen task. Figure 3.3 illustrates

the proposed relationships.

MEMBERSHIP MULTIPLE MARITAL STATUS
IN OTHER JOB AND FAMILY SEX
ORGANISATIONS HOLDING RESPONSIBILITIES

PHYSTCAL
CONDITTON

I — ] J

ARFRECIIVE

REACTION

FIGURE 3.3 CONCURRENT ROLE OBLIGATIONS AND OTHER FACTORS
TN A MODEL OF ENTREPRENVEURIAL EFFECTIVENESS

3.4 AFFECTIVE REACTION, ENTREPRENEURTAL EFFECTIVENESS AND
BUSINESS PERFORMANCE

The individual and grouped variables in the analysis are given
purpose, and the various inter-relationships given substance by

their convergence in the pivotal concept of affective reaction.
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This factor has been proposed as the link batween a wide range

of potential determinants and the criterion variable. There is
postulated a distinct and consistent relationship between the
quality of entrepreneurial performance {(in the small firm context),
and the individual's mental/emotional capacity and propensity to
cope with the stress, frustrations, disappointments, and physical
and intellectual rigours of the role. Affective reaction, as a
concept in a new context, is perceived as functioning in accordance
with the previously discussed empirical conclusions on the effects
of stress on individuals. Persons subjected to severe and/or
prolonged stress have been shown to manifest symptoms of physical,
cognitive and affective dysfunction. All three areas of human
functioning are inter-related, disorientation or decremental
adjustment in any one having a similar effect on the others.
Whatever the origin or contributory factors, the result of stress
on an entrepreneur, beyond his capacity to cope, is reduced
effectiveness in that role. The impact of the performance of

the owner is seen as critical to the survival of the enterprise,
and performance is largely a consequence of a pattern of factors

which converge into the capacity to cope with socio—psycho]ogfcal

stress.

Entrepreneurial effectiveness is not a specifically measured
variable in this model. 1t is introduced as a logical, and
assumed conceptual progression from affective reaction to

business performance.

Business performance, defined as the individual's ability to

create and manage successfully a small independent business
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venture, is here used as an index of that person's entrepreneurial
effectiveness. The assertion of a theoretical model, incorporating
factors proposed as relevant to the effective performance of the

entrepreneurial role, must be soundly based on a thorough

understanding of the nature and requirements of that role. It

has been indicated that the role of independent entrepreneur is
fundamentally different from any other business, sconomic or
managerial role. The successful establishment and conduct of a
small business enterprise requires both motivation and ability to
do far more than is ordinarily required of the 'organisation man'.

Entrepreneurship is a way of life rather than a mode of gainful

occupation, and successful involvement therein demands nct only

the appropriate skills and knowledge but also the possession of

a particular state of mind. Many factors have a bearing cn this
emotive condition, which is a consequence both of innate

personal ity traits and patterns of life experiences., While

various extribsic factors may affect entrepreneurial performance,

it is here prbposed that a particular type of person is more

) consistently associated with successful entrepreneurship than is

any extrinsic factor. The determination of the quality of
entrepreneurial performance is inherently related to entrepreneurial

aspirations, and these are frequently irrational from the

traditional economic viewpoint. A range of psychological
objectives are active in entrepreneurship, but none of these needs
are capable of satisfaction unless the vehicle for their
satisfaction can survive. Since it has been shown empirically
that financial satisfaction for the entrepreneur is associated
with the satisfaction of his psychological needs, and with the

fulfilment of the needs of- significant others (Section 2.8), the
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author has used measures of earnings, growth and financial

stability to produce entrepreneurial performance scores.

Thus, there’is suggested a pattern of seqﬁential relationships
linking the mental/emotional state of the entrepreneur with his
role effectiveness, and, consequently, with the quality of his
entrepreneurial performance. These relationships, in schematic

presentation, are:

AFFECTIVE BUSTHESS

FeACTION —f T PERFORMANCE
e e e = pREDICTOR VARIABLES — = T 7 7 oRITERION VARIABL:

FIGURE 3.4 THE KEY VARIABLES IN A MCDEL OF ENTREPRENEURIAL
EFFECTIVENRSS

3.5 A MODEL OF ENTREPRENEURTAL EFFECTIVENESS

The model of entreprencurial effectiveness, the substance of this
study, has been built from a group of segments each composed of
postulated factors and their primary inter-relationships. The
broad propositions and a number of suggested hypotheses, emanating
from the model, required elaboration and testing. The following

chapters indicate how this was undertaken.

The complete conceptual model %s illustrated in Figure 3.5.
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CHAPTER 4  RESEARCH PROPOSITIONS AiD HYPOTHESES

In the first two chapters of this thesis, the attempt has been

made to avoid speculation and to base all arguments on factual

evidence or on the judgments of researchers and theorists who

have some recognised claim to expertise. Chapter 3 presented

the conceptuaj framework of this study, drawn from the research
|

literature and justified therefrom, but also injecting an
|

|
element of supposition.

In the present chapter, leading into the propositions and
hypotheses which link the conceptual phase of this thesis with
the empirical, a degree of speculation and personal intuition
and judgment will necessarily be introduced. Scientifically
based theories, propositions, and hypotheses about the world of
reality array themselves along a dimension of abstraction
or generality. |In elaborating the empirical phase of a research
study, the researcher must move prudently from one level of
abstraction to another, to ensure that the thread of logical

argument is not weakened.

The following presentation of propositions and hypotheses (the
former being somewhat more obtuse and comprehensive than the
latter concrete and empirically testable assertions) commences
with the cardinal proposition underlying the whole purpose of
this study - the postulation and substantiation of a predictive
model of entrepreneurial effectiveness. There then follows a
series of primary propositions and hypotheses pertinent to the

major elements and inter-relationships in the proposed madel.

{
N
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Finally, a wide range of secondary hypotheses i5 introduced,
incorporating all other variables and the more significant of

their possible inter-relationships. In a model involving as

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

for future study.

4.1 FUNDAMENTAL PROFPCSITION

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

justifiable and viable.

study of the wide but fragmentary research literature relating
to the role of the independent entrepreneur in the small
business situation, strongly suggests that the locus of concern,
in endeavouring to ascertain true “causes'' of small business
success or failure, should be found in those factors which can
be identified 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

4276

will stem not so much from an examination of what the entrepreneur

does, or how he does it, 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 managcmentdoes little to
develop a plausible insight to, or theory of, entrepreneurial

effectiveness, with acceptable external validity. Faulty or

e e --“15""..~--T.—.?—2'f-,;.—:~::WHM'
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successful managerial/entrepreneurial practice is presented as
justification for this study and for the explanatory model it
offers and tests, in the nature of an intervening variable. The
chain of causal inference has been traced back to identify root
factors, which have then been proposed as relevant contributory

variables.

The focal point and key variable in the theory of entrepreneurial
effectiveness hempostulated is the individual's ability and
propensity toc cope with the many and varied stressors inherent

in that role. This factor, here labelled affective reaction, is
proposed as a consequence of three interlocking sets of
"independent'' variables, all of which, in particular ways,
contribute to, or detract from, the individual 's stress handling

capacity and/or propensity.

If certain proposed factors are found to be consistently

associated with affective reaction, and the latter with the

quality of entrepreneurial performance, then knowledge of the
possession or lack of these factors should permit the prediction

of subsequent success or failure in the role of small business
entrepreneur. |f such associations are found to exist, and

causal inferences are justified, an embryo theory of entrepreneurfal
effectivess may have been conceived. It is therefore proposed

that:

The quality of entreprencurtal performance, in the emall business

eontext, can be confidenily predicted from a knowledge of the

particular personal characteristics postulated in this model,
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4.7 PRIMARY PROPOSITIONS AND HYPOTHESES

This group of propositions and operational hypotheses relates to
the major segments and inter-relaticnships of the total model -
affective reaction and its association with the gquality of
entrepreneurial performance; and the relationships between
affective reaction (as a dependent variable) and each of the
three major clusters of postulated variables, viz: personality
attributes, experience and preparation, and concurrent role

obligations.

PROPOSITION A

The quality of an individual's entrepreneurial performance (in
the small business context) is substantially a function of his
mental/emotional capacity and propensity to cope with the many

and varied demands and stresses of that role. Therefore:

Eypothesis 1

Affective reaction and the quality of perfermance as an
independent entrepreneur inasmall business are significantly

and positively correlated.

PROPOSITION B

A significant influence on an entrepreneur's affective reaction,
and, thereby, on his business performance, derives from particular

aspects of his personality. Therefore:




(

)

Hypothesis 2

The higher an entrepreneur's level of achievement motivation,
the more favourcble will be his affective reaction to the

stress inherent in his chosen role.

Hypothesis 3

Entrepreneurs with predominantly aggressive or detached
interpersonal orientation will have a more favourable affective
reqction to role stress than those with other predominant

interpersonal response patterns. Therefore:

(a) Aggressive interpersonal orientation and
affective reaction are significantly and
positively correlated.

(b) Compliant interpersonal crientation and

affective reaction are significantly and

negatively correlated.

(¢) Detached interpersonal orientation and
affective reaction are significantly and

positively correlated.

Hypothesie 4

The more appropriate an entrepreneur's role perception the more
favourable will be his affective reaction to the demands and

stresses of that role. Therefore:

(a) An entrepreneur's predisposition for
inmer-directed behavior and his
affective reaction are significantly

and positively correlated.

.
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(b) Other-directed behavioral inclination and
affective reaction are significantly and

negatively correlated.

PROPOSITION C

An entrepreneur's pattern of work-related experience, together
with his level of achievement motivation, influences the depth
of hi; commitment to, and motivation for success in, that role.
These factors, in turn, relate to the extent of his specific

pcst-decision preparation, and, consequently, his affective

reaction. Therefore:

gﬂgothesis 5

|
The longer and more relevant an entrepreneur's total pre-
|
. s | . . G i
deeision work-related experience, the higher will be his

expressed role success motivation.

!
Hqgotheségﬁgl

Entrepreneurs with a high level of achievement motivation wtll
express stronger role success motivation than those with lower

n-Achtevement.
Hypothesis 7

The strength of an entrepreneur's expressed role success
motivation and the extent and relevance of his specifiec post-

decision preparation are significantly and positively correlated.

Hypothesis &
The longer and more relevant an individual's post-decigion
preparation, the more propitious will be his affective reaction

to the stress inherent in the role of independent entreprencur.
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PROPOSITION D

A third group of factors which relate to an individual's ability
and pfopensity for coping with entrepreneurial role stress
include conéurrent role obligations. The more demanding and
stressful an individual's concurrent role obligations, the more

unfavourable will be his affective reaction. Therefore:

Eﬂpothesigﬂg

\

| . , - .
Entrepreneurs who are involved in club, association and commnity
service activities are more likely than those not thus involved
to have favourable affeetive reaction to the stress of the

entrepreneurial role.

Hypothesis 10

The extent of an individual's other employment obligations and
his affective reaction to the stress of his entreprencurial

pole are significantly and negatively correlated.

Hypothesis 11

Entrepreneurs demonstrating auspicious affective reaction to
the stresses of their role tend to be happily married with
moderate domestic responstibilities and adequate family support

and encouragement.

4.3 SECONDARY HYPOTHESES

In a study involving so many plausible variables the number and
" . variety of possible combinations and inter-relations is very
large. To keep this study within reasonable bounds not all

possible inter-relationships can be investigated and discussed,
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although every variable has been correlated with every other
variable. In this section those more meaningful hypothesised
relationships have been presented. Since all hypotheses involve
at least two variables, classification of the following
suppositions created problems. In most cases hypotheses are
classified according to the ''causal'', independent or antecedent
variable. Where this pattern has not been followed cross

references are provided.

4.31  PERSONALITY CHARACTERISTICS

4,311 Achievement Motivation

Hﬂgothesis 12

Protestant entreprencurs tend to have higher achievement motivation

than do entrepreneurs with other religious affiliations.

Hypothestis 13

Entrepreneurs with high achievement motivation are more likely
to have experienced demanding but fair parental expectations
and discipline, and saticlying, sup;criive home life than those

with lower n-Achicvement.

Hypothesis 14

Entrepreneurs with high achievement motivation are more likely
to come from middle class (socio-economic status) families than

those with lower n-Achiecvement.
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.Hagothesis 15

Entrepreneurs with high achievement motivation tend to come from

families  that are occupationally and geographically mobile.

Hypothesis 16
Entrepreneurs with high achievement motivation will be more
likely to have undertaken significant and relevant post-decision

preparation than those who have lower achievement motivation.
Hypothesis 17

Entrepreneurs with high achievement motivation will tend to have
undertaken longer and more relevant formal education than those

with lower n-Achievement.

Hﬁgothesis 18
The higher an individual's level of n-Achievement the better
the quality of his performance in the role of independent

entrepreneur in a small firm.

Hapothesis 19
The level of an entrepreneur's achievement motivation and his

compliant interpersonal orientation are significantly and

negatively correlated.

Haeothesis 20

The level of an entrepreneur's achievement motivation and his

regssive interpersonal orientation are st i#leantly and
agg J Y

positively correlated.
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Hypothesis 21

|
The level of anientrepreneur’s achievement motivation and his
|
detached interpersonal orientation are significantly and. positively

correlated.

Hypothesig 22

The level of an entreprencur's achievement motivation and his
predisposition for imner-directed behavior are significantly and

positively correlated.

Hypothesis 23

The level of an entrepreneur's achievement motivation and his
predisposition for other-directed behavior are significantly and

negatively correlated.

4.317  Interpersonal Response Thaiits

Hypotheses 19, 20, 21 and 63 include interpersonal response traits

as a variable.

4.313  Rofe Perception (Innen-0ther-Direction)

Hypotheses 22, 23, 45, 57 and 63 include inner-directed and/or

other~directed orientation as a variable,.




4.314 Role Success Motivation

Hypotheses 24, 27, 31, 34, 38, 41, 47, 50 and 53 include role

syccess motivation as a variable.

4.315 Affective Reaction

Hypotheses 25, 28, 32, 35, 39, 42, 48, 51, S4, 58, 60 and 62

include affective reaction as a variable.

4.37 PATTERNS OF EXPERIENCE AND PREPARATION

4.321  Occupational Experience

Hypothesis 24

The longer the duration of an entrepreneur's occupational
experience the stronger will be his expressed role success

motivation.

Hypothesis 25

The longer the duration of an entrepreneur's occupational
experience the more propitious will be his affective reaction

to the stress of his present role.

Hypothesigs 26

The longer the duration of an entrepreneur's occupational
experience the better the quality of his performance in his

present role.

4-285
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gggothesis a7

The more relevant an entreprencur's occupational experience to
his present role the stronger will be his expressed role success

motivation.

Higothesis 28
The more relevant an entreprencur's occupational experience to
his present role the more propitious will be his affective

reaction to the stress of that role.

Hypothesis 29
The more relevant an entrepreneur's oceupational experience to
hig présent role the better the quality of his performance in

that role.

Hypothesis 30
Relevance of occupational expe:imce i a more significant
factor than the duration of that experience in the prediction

of the quality of entrepreneurial performarce.

4,322 Managernial Experience

Hypothesis 31
The longer the duration of an entreprencur's managertal experience

the stronger will be his expressed role success motivation.

Hypothesis 32

The longer the duration of an entrepreneur's managerial experience
the more propitious will be his affective reaction to the stress

of his present role.
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Hypothesis 33

The longer the duration of an entrepreneur 's managerial
experience the better the quality of his performance in his

present role.

gggothesis 34

The more relevant an entreprencur's managertial experience to
his present role the stronger will be his expressed role success

motivation.

Hypothesis 35

The more relevant an entrepreneur's managerial experience to his
present role the more propitious will be his affective reaction

to the stregs of that role.

Hypothesis 36

The more relevant an entrepreneur's managerial experience to his
present role the better the quality of his performance in that

role.

Hypothesis 37

Relevance of managerial experience 18 a more significant factor
than the duration of that experience in tne prediction of the

quality of entreprencurial performance.

4.323 Entrneprenewrial Experdience

Hypothesis 38

The longer the duration of an entrepreneur's previous ownership
experience the stronger will be his expressed role success

motivation.
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Hypothesis 39

The longer the duration of an entrcprencur's previous ownership
experience the more propitious will be his affective reaction

to the stress of his present role.

Hypothesis 40

The longer the duration of an entrepreneur's previous ownership
Fad

experience the better the quality of his performance in his

present role.

Hypothesis 41

The more relevant an entrepreneur's previous ownership experience
to hia present role the stronger will be his eapressed role

guccess motivation.

Hypothesis 42

The more relevant an entreprencur’'s previous owmership experience

to his present role the more propitious will be his affective

reaction to the stress of that role.
|

Hypothests 43

| !
i

The more relevant an entrepreneur’'s previous ownership experience

to his present role the better the quality of his performance

in that role.

Hypothesis 44

Relevance of previous ownership cxpcrience is a more significant
factor than the duration of that experience in the prediction of

the quality of entreprencwrial perjormance.
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4.324 Total Pre-Decisdon Experdience.

Hypothesis 45

The longer and more relevant an entrepreneur's total pre-decision

experience the more appropriate will be his role perception.

Hzgothesis 46

In an entrepreneur's total pre-dectsion work cxperience, previous
ounership experience 1s a more gignificant factor than managerial
experience, which in turn is more significant than occupational

experience in the prediction of the quality of entrepreneurial

performance.

4.325 « Post-Decisdon Preparation

'

Hypothesis 16 includes post-decision preparation as a variable.

4.33 OTHER FACTORS

4.331 Age of Entny to Ownership

Hypothesis 47

Individuals who enter the entrepreneurial role between the ages
of 30 and 39 years will have higher expressed role success

motivation than those who do so at younger or older ages.

Hypothesis 48

Individuals who enter the entrepreneurtal role between the ages
of 30 and 39 years will have more favourable affective reactior

to the stress of that role than those who do so at younger or

older ages.
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Hypothesie 49
ey =

Individuals who enter the entreprencurial role between the ages
of 30 and 39 years will perform better as entrepreneurs than those
who do so at younger or older ages.

4.332 Education

Hypothesis 50

The longer the duration of an entreprcneur's formal education

the stronger will be his expressed role success motivation.

Hupothesis 51

The longer tne duration of an entrepren-ur's formal education

the more propitious will be his af fective reaction to the stress

of his present role.

Hypothesis 52

The longer the duration of an entrepreneur's formal educatic” |

the better the quality of his performance in his present role.

Hypothesis 53

The more relevant an entreprencur's formal education to his

present role the stronger will be his expressed role success

motivation.

Hypothesis 54

The more relevant an entreprenecur's formal education to his
present role the more propitious will be nis affective reaction

to the stress of that role.
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Hypothesis 59

The more relevant an entrepreneur's formal education to his
present role the better the quality of his performance in that

role.

Hypothesis 56

Relevance of formal education is a more significant factor than
the duration of that education in the prediction of the quality

of entrepreneurial performance.

Hzgothesis_éf

The longer and more relevant an entreprenaur's formal education

the more realistic will be his role perception.

Hypothesis 17 includes total education as a variable.

4.333 Physical Condition

gggothesis 58

Physical health and affective reaetion to the stress of the

entrepreneurial role are significantly and positively correlated.

Hypothesis 59

Physical health and the quality of entrepreneurial performance

are significantly and positively eorrelated.

4.334 Sex

HQEothésis 60
Male entrepreneurs have a more favourable affective reaction to

role stress than do female entreprerneurs.
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Hypothesis 61

Male entrepreneurs tend to be more successful than females.

4.335 Religious Afgiliation

Hypothesis 62

Protestant entrepreneurs have more favourable affective reccton
to entreprenzurial role stress than Roman CathAcli: ~T.IVIPrErinrs.
Protestant entreprevevrs are more likely to hive aggress ve/

detached interpersonal orientation and inner-directer. .23 Zhin

Roman Catholic entrepreneurs.

Hypothesis 64

Protestant entreprencurs cre generaily more successj.l than

Roman Catholic entreprencu .

Hypothesis 12 includes religious aifiliation as a variable.

4.336 Family Gackgrcund

Hypotheses 13, 14 and 15 include family background as a variable.

4.34 BUSINESS PERFORMANCE

Hypotheses 18, 26, 29, 30, 33, 36, 37, 40, L3, kA, L6, 49, 52,
56, 59, 61 and 64 include the quality of business performance

(in the role of smatll business entrepreneur) as a variable.
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CHAPTER 5  RESEARCH DESIGN AND METHODOLOGY

5.1  INTRODUCTION

The objectives and characteristics of this study presented
certain methodological problems, The vast numbers of small
firms in Western Australia (estimated at about 25,000), and
their extensive geographical spread, even within the greater
perth area, together with the desirability of using as large

a sample as possible, created difficulties in the collection
of data. The technigue indicated by these circumstances was

a postal survey of a significant proportion of the total small
business population. However, in addition to the magnitude of
the task, there was need to consider the complexity inherent
in a study aimed at identifying and analyzing psychological,
sociological and experiential factors, particulariy in subjects
who tend to be reticent about scrutiny from outsiders or
strangers. For these reasons, in-depth interviews were
necessary, and to gain the extensive, vet personal and

confidential data required, it was considered essential that

the author conduct all interviews personally.

To facilitate the interviewing task a structured questionnaire
was used, but subjects were also encouraged to discuss their
problems, experiences and sttitudes at will. This discussion
was guided by a series of questions covering a wide range of
matters relating to the entrepreneurial role and business
operations. The total interview was tape-recorded with

permission, and after assurances of confidentiality. Only seven
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persons expressed the desire not to be recorded, Much valtuable
information was gathered from the quided discussions and a far
deeper insight into the nature of entrenreneurship was achieved.
Such data and insight have been incorporated into this thesis,

and will also form the basis for future study.

In seeking to explain phenomena that have already occurred, the
researcher is faced with the frustrating fact that he does not
have real control over the possible causes of those phenomena.
Thus, the ex-post-facto researcher must take things as he finds
them and then try to discern mecaningful relationships among them.
Unlike experimental research, where subjects can be assigned to
groups at random and then '‘manipulated', in the ex-post-facto
situation randomization is impossible. Subjects have already
assigned themselves to groups or cateqories based on the
possession of varying degrees or quantitites of the variable
being studied (the dependent variable). The prime difficulty
is that group or category members are in those groups or
categories because they frequently possess traits extraneous to
the trait being studied. 1t is therefore possible that anothér
variable, correlated with the dependent variable, is the true
basis of the relation, Such variables or traits may influence
the variable under study, and hence, ideally, should be controlled
to eliminate kheir effects. Controlling in ex-post-facto

|
research invo\ves testing a series of alternative hypotheses,

and, consequently, the research design becomes multivariate.

The inherent characteristics of this research study have
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influenced both the basic design and the empirical procedures

employed.

5.2 THE SAMPLE

The sample consisted of 250 owner/managers or ex-owner/mariagers
of small firms, all located within the Perth metropolitan and
suburban area. To obtain a sample as widely representative of
business performance as possible, a number of owner/managers of
failed firms were included. In this way. the personal
characteristics of very successful, marginal and failed
entrepreneurs could be comparced and analyzed, The appropriate
percentage of such failed firms was impossible to calculate or
estimate with any accuracy, so 75 failurcs (30% of the total

sample) were included,

All subjects were required to conform to the definition of small
business as outlined in Section 1.3 above. Thus, the firms were
expected to comply with the definitions accepted by both the
Bolton and Wiltshire Committees, regarding independence,

relative smallness, lack of specialist management and the owner(s)
personally directing the total venturc. Within these guidelines,

specific quantitative criteria were imposed, Vi

Number of Employees «.uuiecaeeiannrenas not above 50

Sales lncome (per annum) ...... Cieiae... limit of $1,000,000
(for most recent financial year)

To be able to work with a sample as representative of the total
small business population of Western Australia as possible,

stratified sampling was used., It was thought feasible that the
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possession of patterns of personal characteristics regarded as

conducive to successful entrepreneurship could vary as between

different forms of entrepreneurial deveiopment and behavior,

and therefore as between different types of business ventures.

Random samples were selected from each of four strata. According

to data derived from the author's postal survey of 2000

business enterprises in Western Australia (see Appendix D)

there were unﬂikely to be any small firms (as defined above, for

sample selectﬁon) in either mining or electricity/gas activities.
|

of the 2000 r%ndomly celected firms, 1908 reported having 50 or

fewer full-ti%e-equivalent employees. The distribution of these

small firms according to industrial grouping is shown in

Table 5.1

TABLE 5.1 SMALL BUSINESS* IN WESTERK ANSTRALTAN BY
INDUSTRIAL GROUFING: 1373 POSTAL SURVEY

o Industry Frequency | Percentage_T
Mining - | =
Manufacturing 201 : 10.6
Electricity/Gas - J -
| Retail goi | 43.2
Wholesale 246 ‘ 12.9
Services 637 1 23.4
Totals - 13?8 © 100.0%

* Employing 50 or less persons

|

Applying these percentages tO the required numbers of operating

and failed firms for the sample, resulted in a stratified

random sample as follows:




PABLE 5.2  STRATIFIED RANDOM SAMPLY CATEGORTES

Industry Operating i Failed Totals
Marufacturing 18 | 8 26
Retail ~ 76 " 32 108
wholesale 22 10 32
Services 59 o5 §4

175 25 2
L__*_‘:_ o . (%) ] - 50 o
Percentages 70% 30% 100%

5,21 SAMPLE SELECTION FOR OPERATING FIRMS

For each stratum, random selection procedures were adopted.
From the Perth Telephone Directory 'Pink Pages' (classified
business directory) for 1972-73, the alphabetical index of types
of business, product and services was classified into the four
selected industrial groupings. All entries, other than public
companies (by definition, not included in the sample) thus
listed under each trade, product and service within the
Manufacturing category were then numbered from 1 to 3169.
Selection by the use of a table of random numbers was then
carried out (without replacement) to gain the requisite number
of small manufacturing enterprises. Investigation of the
selected firms showed up a small number which did not fit the
criteria for 'small business' and these were deleted.

Selection proceeded until 18 acceptable firms were listed. The
same procedure was adopted for the three other industrial
groupings. The sample was selected in Movember 1972 and

interviewing commenced in the same month.

5-297
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5.99  SAMPLE SELECTION FOR FAILED FIRMS

in September 1973, an approach was made to the Official Receiver
and Rggistrar in the Office of Bankruptcy Administration within
the Attorney General's Department in Perth, and permission was
received to use available copies of Reports of the Official
Receiver Pursuant to Section 19 of the Bankruptcy Act
(Commonwealth of Australia 1966-70), which involved small firms,
The documents provided confidential information relevant to
small businesF failures within the two preceding years, including
such matters 'as the extent of the deficiency, a history of the
firm in question and reported 'reasons' for the failure. From
the data provided, 75 failures were selected, in accordance

with the stratification criteria listed above.

5.3 DATA COLLECTION

A letter of introduction was mailed to each of about 20 of the
selected firms. The purpose of the letter was to indicate the
purpose of and need for the study, and to seek the co-operation
of the proprietor, partner(s) or director(s), with an assurance
of complete confidentiality. The text of the letters mailed to
operating firms differed somewhat from that of the letters sent
to the owners of failed firms, but thz purpose and general
substance were the same. The letter stated that the researcher
would follow up with a telephone enquiry, within about ten days,
to determine the willingness or otherwise of the individual to
be interviewed. The telephone follow up showed that a number

of firms did not fit the requirements for inclusion in the sample,
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and these were deleted at this point., Ffurther firms were
randomly selected, as outlined above. Some reticence to the
proposition was evident in about 25% of the individuals spoken
to, but verbal and more detailed explanation of issues of
concern satisfied all but eleven persons (4.4%) out of the full
250 in the sample. The question of confidentiality of data was
of most concern to the majority of those who expressed any

reluctance to become involved.

where co-operation was forthcoming, a mutually agreeable time
and place was arranged, Of the 175 operating entrepreneurs in
the sample, 123 (70.3%) preferred to be interviewed during
business hours, the balance requesting evening interviews at
their homes. There were benefits deriving from both arrangements
since work.day pressure and operating techniques were observable
in 123 cases, and expressions of feelings from family were
encouraged in the home interviews. In some 75% of the home
interviews, wives and children wished to be involved in the
discussion. When the initial batch of 20 interviews were
nearing completion, a further 20 Jletters of introduction were
malled and the procedure repeated until all 175 operating, and
75 failed, entrepreneurs were interviewed.

The cémpletion of each questionnaire required about 75 minutes,
but the average length of the total interview was approximately
two hours for those conducted at work, and a little over three
hours for those at home. Travelling time added an average of
one hour to each interview. Total estimated time for the

!

complete interviewing programme was approximately 800 hours. An
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estimated 4000 miles of driving were required.

At each interview, a short orientation period was used to allow

! Even at

both the subject and the interviewer to 'settle in
this late point, the subject was given the opportunity to opt out
of the interview. It was found that the quickest and most
accurate method of completing the questiohnaire was to have the
interviewer verbally question the subject on all sections except
G, 0 and P (Personality Factors), and check the appropriate

boxes. The subject was handed a blank questionnaire to follow,
and the verbalizing of the gquestions to suit the background and
interests of the individual proved most satisfactory. Sections

G, 0 and P were answered completely by the subject after verbal
explanations of procedure from the author. Data for the
completion of Section Q (Business Performance) frequently required
modi fication before they could be recorded as needed for
standardized analysis and scoring. In many cases financial
reports represented data for taxation purposes, and questioning
() - revealed that figures were known not to portray the true
situation. Some estimates were necessary in a minority of cases,

but the scaling procedures used were flexible enough to result

in reliable scores despite the variation in accounting data.

5.4 OPERATIONAL DEFINITIONS AND MEASURING INSTRUMENTS

Empirical research is concerned with the derivation of knowledge,
and, hopefully, tenable theory, by the process of scientific
observation of phenomena. Factors to be investigated, the

variables in the study, are frequently complex phenomena which
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tend both to be difficult to observe and to have abstract or
conceptual definition. When the researcher requires data

about the stﬂdy variables, he needs to use measuring instruments
which will pioduce a range of values for each variable. Such

data should He acceptable as a valid indicator or measure of the

concepts under investigation.

Wwhat the researcher requires, is ''a definition that assigns
meaning to a construct or a variable by specifying the activities
or 'operations' necessary to measure the construct or variable"
(Kertinger, 1967, p.34). Whether a particular measuring
instrument is a reliable and valid tool, depends largely on how
well the phenomena being measured have been operationally defined,
and can be assessed by statistical analysis. The development
and/or selection of reliable and valid measurement instruments

is a vital part of the total research process. Operational
definitions enable the researcher to measure variables with
acceptable degrees of reiiability and validity, and they are
indispensable bridges between the theory/hypothesis/construct and
observational/measurement phases of the research. Despite the
necessity for operational definitions, they cannot fully express
the complexity, richness and diversity of meaning of many social
science concepts. Northrop (1947, p.130) has stated that ''the
importance of operational definitions is that they make
verification possible and enrich meaning. They do not, however,

exhaust scientific meaning''.
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5.41  PERSONALITY CHARACTERISTICS

There follows discussion on operating definitions and rationale
for the use.of the various measuring instruments used with the

personality factors in this study.

5.411 Achievement Motivation

Individuals with high levels of n-Achievement will fairly
consistently express preference for achievement oriented behavior,
and hold achievement oriented attitudes, rather than manifest
sttributes associated with need for power (n-Power) or need for
affiliation (n-Affiliation)*. It has been proposed that
n-Achievement has behavioral manifestations different from both
n-Power and n-Affiliation, in terms of the person's relationships
with others. The latter two are interpersonally oriented needs,
implicit in their definitions being the existence of other

persons, and the needs for influence, control over or friendship
with others. The nature of the relationship of the high
n-Achievement person with others, and his effectiveness with them,-
are determined by a motivation that is essentially non-interpersonal.

Such a person needs others, but this necd is directed toward

*From Atkinson (1958, p.105), n-Power is ''that disposition,
directing behavior toward satisfactions contingent upon the
control of the means of influencing another person''.

nAffiliation is concerned with the "establishment, maintenance,
or restoration of positive affective relationships with other
people, that is, friendships. Statements of liking or desire
to be liked, accepted, or forgiven are mani festations of this
motive" (Wainer and Rubin, 1971, p.132).
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satisfaction Of the need to achieve. His level of n-Achievement
can be measured by his responses {o projective instruments (as
used by McClelland, Atkinson and others), and by attitudinal
reactions to achievement- and non-achievement-oriented
situations. The measuring instrument used in this study to assess
achievement motivation, presents a series of such situations,

and provides for a range of responses.

As outlined in Section 2.412, McClelland, Atkinson and their
research associates have consistently employed the Thematic
Apperception Test (TAT) instrument to obtain measures of
n-Achievement. After consideration of the methodological and
administrative problems associated with using the TAT instrument
to a sample of 250 busy entreprencurs, many of whom would
experience some difficulty with written expression, it was
decided to develop a Likert-type scale which would combine
adequate reliability and validity with adninistrative facility.
From the literature on the subject, there were culled many
statements describing n-Achievement hehavior and attitudes. These
statements were transformed into questions phrased in such a
manner as to be appropriate to the Likert-type scale. The 28
questicons so produced were subjected to rigoerous evaluation

procedures to assess item discrimination, reliability and validity.

The 28 item questionnaire was administered to 36 small business
owner/managers who were also students in the School of Business
and Administration at the Western Australian Institute of

Technology. Several indices of item discrimination were

calculated to determine the extent of the relationship between
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each item and a criterion, and on the hasis of the results
obtained, 13 items were discarded and the remainder subsequently
tested for reliability and validity. Details of procedures and
results of the Findley Index (Findley, 1956 ), the Guilford

Phi value method (Guilford, 1941) and the Selltiz ¢t al method

(selltiz et al, 1965, p.185) are presented in Appendix A.

The 15 item questionnaire was administered to a group of 20 (of
the original 36 item discrimination test grouo) one month after
the first occasion. Test-retest scores were used to calculate
the co-effici;nt of stability, 0.9360, which is significant at

p < .001 (two-tailed test). As a sccond measure, the scores of
the first administration to the 20 subjects who later participated
in the retest, were analysed to produce a split-half co-efficient
of reliability. For this purpose ltem 15 was deleted to provide
equal numbers of odd and even item scores. The co-efficient of
internal consistency on this instrument was found to be 0.8771
(after test length correction) which is significant at p < .001
(two-tailed test). A final assessment of item homogeneity was
undertaken withthe Kuder-Richardson 20 (Hoyt variation)
co-efficient of reliability. The co~efficient obtained (0.7334 -
see Appendix A) indicated that the 15 items consistently

measure the same trait. Based on analysis of variance, the
co-efficient shows that the individual items produce similar

patterns of response from the subjects - the items have acceptable

homogenei ty.

The 15 item Likert-type scale designed to measure achievement

motivation for this study is a reliable instrument, according
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to the tests undertaken. Full details of all calculations of
both item discrimination and test reliability are provided in

Appendix A.

The final matter of concern in the construction of the
n-Achievement measuring instrument was its validity. The
validity of a test relates to the extent to which it measures
what it is intended to measure, and is indicated by the correlation
between the test and some criterion. The item discrimination
indices referred to above (details of which appear in Appendix A)
can be regarded as concurrent validity co-efficients. The
predictive validity of the instrument under discussion can only
be assessed by reference to some future criterion measure. Future
performance as an entrepreneur could well be such a criterion.
The primary task at this point was to determine the degree to
which individual respondents possess the trait presumed to be
indicated in the test performance. In other words - is the
instrument a valid measure of n-Achievement? The investigation
involved correlating the test scores with those on other tests
which are known to measure n-Achievement reliably. The result{ng
co-efficient would indicate the instrument's construct validity.
For this purpose, the standard six picture TAT used by McClelland,
Atkinson and others, was used as the criterion measure being
'administered to the 20 small business owners previously used.
Three scorers were employed to permit assessment of inter-scorer
reliability in this particular case. The scorers were all
experienced lecturers in psychology and/or sociology, and the
results achieved (reported in Appendix A) produced significant

correlation co-efficients, from ranked data. The central or most
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common of the three scores for each respondent was then uscd for
correlation with the scores for the 15 item scale, a co-efficient
of 0.7990 being achieved (Pearson product-moment; significant at
p < .00 on'a two-tailed ¢ test).

The author's Likert-type scale to measure n-Achievement for this
study is a valid instrument for its intended purpose. Full

details of all validity calculations are included in Appendix A.

One of the significant characteristics of persons with high

lavels of achievement motivation is a preference for moderate

risk and situations in which outcomes depend substantially on
personal ability. Attitude toward risk taking in business
situations (where entrepreneurial skill is relevant) can be gauged
by the use of a recent technique supported by Swalm (1965) and
used empirically by Grayson (1960) and Green (1963). Subjects

are faced with hypothetical risk situations, with varied

utilities and consequences. From responses given to each situation,
the individual's utility function (risk taking profilz) can be
plotted, to show whether he is predomirantly risk-prone, risk-/
averse or somewhere between. This methcd was adopted in very
simple form to assess entreprencurial attitude to risk in this
study. Three hypothetical business situations were presented in
the questionnaire, each with an investment cpportunity and clearly
differentiated consequences. The first situation presented a
50/50 chance of making $10,000 profit on a business deal or of
losing the invested funds. Subjects were asked to indicate the
extent to which they were willing to invest under such conditions.

The second and third cases were identical to the first except




that the respective 'odds' were changed to L:1 for and 1:4
against making the stated profit. For each situation, a range
of investment figures was provided, and subjects were required
to indicate their willingness to risk funds. Scores for this
section of the questionnaire were incorporated into the total

score on achievement motivation.

The achievement motivation scale, Part G of the questionnaire

is shown in Appendix C. Scoring procedures are outlined in

Section 5.5.

5.412  Interpersonal Response Thaits

.

It has been indicated that the individual with entrepreneurial
inclinations tends to develop a particular perception of his
social environment, and hence manifest characteristic action

tendencies towards others in his role set. Horney's (1945)
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analysis of the problem of insecurity neurosis, and her resulting

three-fold classification of interpersonal response strategies,

have provided a model with wider applicability than was originally

anticipated in the field of clinical psychiatry. The model has
provided rationale for grouping manifold traits into meaningful
categories, capable of delineating a person's relatively

consistent manner of relating to, and coping with, others.

Particular patterns of interpersonal responses have been
attributed to the individual with high n-Achicvement (implying
thereby the possession of entreprencurial inclinations), and

the author wished to elaborate this suggested association. To
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test the relevant hypotheses and depict the suggested relation-
ships, an instrument, capable of measuring the prevalent
patterns of interpersonal orientation, required location or

construction.

A Likert-type instrument was designed by Cohen (1967) to measure
compliant, aggressive and detached interpersonal orientations,

and was reported as having adequate test-retest reliability and
split-halves internal consistency. As no reliability co-efficients
were offered by Cohen, the author decided to assess the
instrument's reliability in the Australian context. The 35 item
Cohen scale (with several small changes in termino]ogy) was
administered to the same 36 persons who were used for the item
discrimination assessment of the author's n-Achievement scale.

Two indices of item discrimination were calculated, and, on the
results attained, five items in the Aggressive Orientation sub-
scale were deleted, four because of unacceptable discriminatory
power, the other doubtful item to create equal-sized Compliant,
Aggressive and Detached sub-scales. Appendix B gives full details

s

of these item discrimination data.

The 30 item scale was then tested for reliability with the same
group as was used for assessing the reliability of the n-Achievement
scale. Test-retest scores (with one month time span) produced
co-efficients of stability for the Complaint, Aggressive and
petached sub-scales of 0.9400, 0.8797 and 0.5466 respectively.

The first two co-efficients proved statistically significant at

the .001 level (using a t statistic with 18 degrees of freedom

and a two-tailed test), and the latter co-efficient was
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significant at the .02 level. The scores of the first

|
adminiStratioh of the test-retest reliability assessment were

X : I ' I
'.' ko } |

analysed to give a split-half co-efficient of reliability for
each sub-scale. The three co-efficients so produced, 0.9831,
'?E 0.9450 and 0.8657, all proved statistically significant at

p < .001. Raw data for these tests are given in Appendix B.

The reliability of the 30 item CAD scale used for this study is

accepted.

b To determine the validity of the original 35 item instrument

Cohen first assessed its content validity

to ensure that CAD [the Compliant - Aggressive -
Detached orientation scale] adequately represented
; the theory on which it was based and would thus be
definitive in testing hypotheses based on that
theory. (Cohen, 1967, p.271)

Cohen reported high interjudge agreement among qualified experts
who were familiar with Horney's typology, indicating ''that each
g of the items did measure the desired trait' (¢bid.). A1l seven
judges agreed on the compliant designation of nine of the ten

3 Compliant items; 13 of the 15 Aggressive items were accepted by

F all judges as being correctly designated; and of the ten Detached

items, perfect interjudge agreement on designation was achieved

for seven. On all six itemswhere perfect interjudge agreement

L sur

E 1 was not achieved, six of the seven judges gave responses
appropriate to the item designation. The instrument's content

validity has been accepted.

i The construct validity of the scale was established by comparison

= with other psychological tests that have been shown to measure
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the same traits. Cohen used the Fiii-& (sundanental Interpersonal
Relations Orientation - Rehavi~», Sl Filtion) instrument,
developed by Schutz (1958), as the criterion measure. This
instrument, constructed to measure three interpersonal needs
(inclusion, control and affection, each dichotomized into wanted
and expressed behavior), has reccived widespread use and has
proven reliability and validity, particularly in studies of group
interaction situations. Cohen (1967, p.271) reported that
neconsistent predicted similarities were found between CAD and

FIRO-B when the scores of 50 students on both measures were

correlated'.

To test concurrent validity the CAD scale was correlated with two
different measures of occupational preference devised by
Rosenberg (1957) and based on Horney's (1945} classification of
interpersonal response modes. The first study used a preference
report technique for which three scales of occupations were
validated by high interjudge correlation. The three occupational
scales were based on Rosenberg's lists of compliant, aggressive
and detached occupational values and choices. Subjects were
asked to assume no salary or prestige differentials between the
various occupations, and that each required skills which they
(the subjects) possessed. Table 5.3 shows the inter-correlations

resulting from the study.




TABLE 6.3 CORRELATIONS OF CAD SCALES WITH QCCUPATIONAL
SCALES
CAD Scales Occupational Scales
Compliant Acaressive Detached
Compliant .48° .10 .21
Aggressive - .20 244 - .29b
petached . - 40P 347
8 1

N=178
q = significant at .00 level
b = significant at .01 level

Source: Cohen, 1967, p.272
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A further concurrent validation study by Cohen involved Rosenberg's

(1957) evidence that occupational preference, choice and
preparation are influenced by one's CAD orientation: viz.
occupational choice of social work impliecs compliant values;
business administration, aggressive values; and natural science
(géology), detached values. Testing the hypothesis that persons
having chosen one of the stated occupations would score higher
on the appropriate CAD sub-scale, the proposition was accepted,
on the basis of the data presented here in Table 5.4, being

confirmed with ¢ tests.

TABLE 5.4 CAD SCORES FOR THREE FIELDS OF STUDY

i
Social ‘ Business

CAD Scale welfare Administration Geology
Compliant 39.41 36.70 36.67
Aggressiue 41. 88 50.87 44,96
Detached 23.88 25.03 28.60
N 32 30 26
ALl hypotheses were accepted at the .01 level or better.

Soupce: adapted from Cohen, 1767, p. A7
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On the basis of the above validation verification, Cohen (1967)
used the CAD scale to test the proposition that general
interpersonal dispositions would be reflected in consumer market
behavior. His detailed findings are not the concern of this

study but his conclusions reported that ''the Horney classification
of interpersonal response traits secems to bring a high degree of
integration to bear on otherwise diverse individual needs, values,

and attitudes' (ibid., p.276).

on the basis of the foregoing evidence the Cohen CAD scale has
both the reliability and validity necessary to be used in this
study. The deletion of five items from the original Aggressive
sub-scale has had no effect on the scale's reliability, and it

is assumed that the same applies to its validity.

In this study the 30 items were listed in random order. Following ‘
the presentation of each item situation, the author used the six-

response Likert-type scale, since Cohen (1967) had reported that

his subjects were more comfortable with a wider range of responses,

and this resulted in a corresponding increase in the reliability

of their scores. Thus the format was:

EXTREMELY EXTREMELY

UNDESIRABLE DESIRABLE
1. Being free of emotional ties l
with others is ... |

Responses were scored from 1 to 6 according to whether an
nextremely undesirable' or an vextremely desirable' response

represented a high ovr low Compliant, Aggressive or De tached
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orientation. For each of the three sub-scales the scores for
each of the ten items were summed to give the total Compliant,
Aggressive and Detached scores. The range of scores for each
sub-scale was 10 - 60. The designation of ecach item can be

ascertained from Appendix B and Section 5.5.

The interpersonal response orientation (CAD) scale, Part O of
the questionnaire, is shown in Appendix C. Scoring procedures

are outlined in Section 5.5.

5.413 Role Perception

The "'inner-other-directed" dimension of role perception, first

postulated by Riesman (1950) has been used in this study.

porter (1964) and Porter and Lawler (1968) developed and used a
questionnaire to measure role perception of managers, based on
the "inner-other-directed" dimension. Porter and Lawler (1968),
in their more ambitious study of managerial! attitudes and work
performance, replicated the Porter (1964), role perception
instrument, justifying its use with the statement that the method

had “empirical as well as theoretical validity" (Porter and Lawler,

1968, p.105).
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Porter (1964) had developed from the literature two polar groups

of traits, via:

INNER-DIRECTED TRAITS OTHER-DIRECTED TRAIT
1. Forcefulness 1. Co-crevation
2. Imagination 2z '

3. Independence 3

4. Self-confidence 4.

5. Decisiveness 5.

and found a tendency for the traits within each group to move
together when compared over different management levels. Porter
and Lawler (1968) added a dummy trait to each group, to disguise
the dimension being investigated. Respondents were asked to
rank the twelve randomly arranged traits in order of importance
for their roles, and when the data were analysed the two
camouflage items - intelligence and efficiency - were dropped,
the remaining traits being re-ranked from 1 to 10, with
appropriate elevation in rank to replace the two deletions.

Cluster group scores were computed by summing ranks.

The Porter (1964) and Porter and Lawler (1968) studies involved
managers in larger organisations, many having college education.
[t was thought possible that many of the subjects used in this
study would not have attained a high level of schooling
(subsequent data analysis has confirmed this expectation), so the
method of responding to this scale was simplified. It was also
hoped that the modified response procedures would produce more
realistic responses. The simplified version of the scale was
checked for ease of comprehension and simplicity of instruction
among 16 undergraduate students, 10 high school students

(averaging 14 years of age), 7 housewives and 7 tradesmen employees,
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all chosen at random from accessible people. No indication of
any serious difficulty was evident, and after several minor

changes to the instructions, the revised format was deemed

satisfactory:

Instead of being asked to rank all twelve traits, subjects were
required to first decide (and indicate by checking/ticking)
whether each trait is ''most important', ‘moderately important"

or "less important' for success as a small business owner/manager.
Then the traits selected for each of these three categories were

ranked within each category.

The role perception scale, Part O of the questionnaire, is shown

in Appendix C. Scoring procedures are outlined in Section 5.5.

5.414 Role Success Motivation

Empirically based measures of role commitment, valence, and

subjective probability of outcome are few, and those existing

have limited applicability.

To be:able to confidently conclude that one outcome is positively
valent and another negatively valent, or that one is more
positively valent than another, observations of behavior are
desirable. In this study all subjects have made the choice of
undertaking the role of independent entrepreneur, and from this
fact it can be inferred that the expected consequences have net
positive valehce for these individuals. It is therefore seen as

important to determine the individual's specific motivation to
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establish a bus iness venture anc to succeed in it,

The relative strength of this particular valence to the
entrepreneur may be subjectively inferred from an individual's
experiential antecedents and post-decision preparations,
relevant to the current entrepreneurial role. More objective
evaluation of the individual's original motivation for entering
the role, and for his continuing commitment tO it, has been
based on procedures used by Mayer and Goldstein (1961). As
indicated in Section 2,44, strong motivation to own and operate
independently a business venture, coupled with rational entry
into that role, should greatly enhance eventual success. The
rationality of the entry process can be indicated by scores on

other variables, e.g. experience and preparation.

The intention of this study is not to enquire, in depth, into
the motivational configurations of the entrepreneur, but to assume
that he 1is highly motivated to succeed as an independent

entrepreneur if he:

]

1., manifests behavior indicative of his desire to succeed
(i.e. undertakes experiential and preparatory activity
congruent with the logical and natural requirements of

successful small business ownership), and

2. expresses positive and ambitious reasons for entering
cmall business ownership, with a strong and definite

desire to succeed.

A test of the validity of these assumptions will be available by
relating the evidence gained to scores of achievement motivation

for the same sample.
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The first assumption may be verified from observation of

behavior. To assess the expression of motivation strength a

suggested Sc%le of reasons for desiring and entering business
ownership wa; drawn up, ranging from those regarded as indicating
strong, positive motivation to succeed to those evidencing weak
or defensive reasons. There is a clear analogy between these

two extremes and the motivators and hygiene factors of Herzberg's
(1959, 1966) two-factor theory of work motivation. It is
expected that subjects scoring high on this scale will be more
self-confident and will behave in ways which are instrumental

for satisfying their aspirations. Those scoring low on the scale
can be assumed to have lower expectancy of achieving their
desired outcomes, since they will probably mani fest an inclination
to avoid failure, which has been shown to involve restriction of.
goal-directed behavior (see Section 2.4521). Such individuals
are also likely to have an inappropriate perception of required
role activity, and will possibly attempt to make the transition
from employee to independent entrepreneur with little thought of
the long-range consequences, little or no specific post-decision
preparation, and without realistic expectations. Under such
circumstances these individuals may reasonably be expected to
adopt defensive coping techniques and inhibit goal-oriented
activity to the point where failure becomes almost inevitable.
There is postulated a significant relationship between role

success motivation and affective reaction to role stress.

The role success motivation scale, Part H of the questionnaire,
is shown in Appendix C. Scoring methods are outlined in

g¢ection 5.5.
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5.415 Agifective Reacticn

The ability to work effectively under stress conditions may be
implied from the lack of or presence of psycho-physiological
responses Or symptoms, verified from the quality of psycho-
motor and cognitive output, or assessed from the individual's
responses to questions about his affective reaction to the
problems, difficulties and stress involved in the performance

of the role being studied.

The use of several techniques of ascertaining affective reaction
to the stress of the entreprencurial role would be desirable.
Various constraints, including the lack of reliability and
validity evaluation of most potential methods, resulted in a
compromise strategy being adopted., It was thought that direct
questioning of the sample entrepreneurs, particularly towards

the end of the interview when productive rapport had been
established, would elicit responses sulficiently candid to provide
a reliable and realistic measure of perceived affective reaction.
To this end a number of direct questicons were prepared, each

with five responses based on the Likert-type format. The
questions were found to have acceptable stability with a test-
retest reliabﬁlity co-efficient of 0.8341 (significant at p < .001

|
in a two—tailéd test; six weeks time spani N = 32 small firm

entrepreneurs). The set of 21 questions (the final three having
dichotomous ''Yes'' or ''No" responses) provided a range of scores

on this variable of 21 to 96.
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The affective reaction questions, Part P of the questionnnaire,
are shown in Appendix C. Scoring procedures are explained in

section 5.5.

5.472  PATTERNS OF EXPERIENCE AND PREPARATION

A1l variables classified as experiential and/or preparatory were
measured by direct questioning, whereby information was gained
about the duration and relevance of each subject's occupational,
managerial and entrepreneurial experience and specific post-

decision preparation for entrepreneurship.

These questions (Part C for pre-decision experience and Part I
-

for post-decision preparation) are shown i%\Appendix €. Scoring

procedures are explained in Section 5.5. {ﬁafi3?§§

5.43  CONCURRENT ROLE OBLIGATIONS

Direct questions, relating to three concurrent role obligations,
were used to ascertain the extent of commitment to responsibilities
other than small business ownership/management. These three sets
of questions (Part J for multiple job holding, Part K for
membership in organisations and Part L for marital and family
ob]igations) are shown in Appendix C. Actual scoring procedures
are demonstrated in Section 5.5}

- l“u}? ' ' vivd ! g

~

5,44 OTHER FACTORS

For all other factors included in this study direct questions were

asked and responses scored as indicated in Section 5.5. The
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questions relating to each of these factors are shown in

Appendix C as follows:

at

,1

Part B Education
D Age of Entry to Ownership
E Religious Affiliation
F Family Background |
M  Sex

N Physical Condition

5.45  BUSINESS PERFORMANCE

|
As indicated in Sections 2.8 and 3.4, the ability to remain in
bus iness, impﬂying the ability to operate a profitable venture,
{s regarded, #or the purposes of this study, as the primary
criterion of successful small business performance. Irrespective
of what other objectives or aspir;tions an individual may have
for being in business as an independent entrepreneur, failure
to remain operational results in either temporary OF permanent,
partial or total, failure to achieve such objectives or
aspirations. If this study is to have any pragmatic justificétion
and value to exisitng and aspiring entrepreneurs the criterion
of success or failure must be meaningful. Such requirements led

the author to evaluate alternative accounting measures both as

criteria for success and predictors of failure.

Since it was deemed necessary to use a rigorous assessment of
entrepreneurial performance it was decided that a dichotomous
classification of successful and failed entrepreneurs would be

inadequate. To be appropriate to, and meaningful in, the multiple
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regression procedures used in statistical analysis, a wide rangen
of performance scores was required.~ For this reason the sample
inﬁihded 75 (30%) failed entrepreneurs. While no attempt was made
to stratify the remaining 70% of the sample on the basis of degree
of business success, it was anticipated that, from those 175
randomly selected entrepreneurs, a reasonably wide range of
performance scores would result. This anticipation was in fact
achieved; the sample included highly successful through to
marginal performers, as well as the failures. All failed
entrepreneurs in the sample had ceased business because of actual
or impending financial difficulty, the extent Qf the monetary

deficiencies varying considerably.

Empirical research on the predictive ability of alternative
accounting measures and ratios is not widely reported, as
Chambers (1967) has pointed out. Intcrest in this aspect of
accounting became evident about that time, with research data
being offered by Horrigan (1967) and Beaver (1568). Beaver (1968)
examined a number of financial ratios to determine differences

in their ability to predict business failure. Drawing on his

own earlier study (Beaver, 1966) and those of Guthmann (1953)

and Foulke (1957), Beaver tested fourteen ratios for short-term
(one and two years before failure) and Tonger-term (four and five
years before failure) predictive ability. He used financial
statement data of 73 failed and 79 operating firms, across 38
industries, and with net asset values ranging from $600,000 to
$45,000,000. With these data Beaver predicted success oOr failure
for each firm in each of the five years before failure, and

then calculated the percentage error in his predictions. His data
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are presented in Table 5.5.

TABLE 6.9 PERCENTAGE ERROR FOR 14 RATIOS ...

Ratio Year Before Failure
‘ : | 4 3 2 1
% Cash Flow to Y 24 23 21 13
1 Total Debt i 103 81 5% 34 134
|
E 3 Net Income to Va8 29 23 21 13
Total Assets 114 86 57 34 13%
, i
E Total Debt to | 28 27 34 25 19
b | Total Assets 133 105 78 44 19%
" y Current Assets to 49 47 45 48 38
: Total Assets 230 181 134 86 38*
: quick Assets to 40 48 36 42 38
Total Assets 204 1c4 11¢ 80 38*
4 Working Capital to 41 5 33 34 24
Total Assetls 177 136 91 55 g4
i Cash to 38 36 30 29 28
' Total Assets 161 123 87 57 28+%
Current Assets to 45 38 36 32 20
Current Liabilities 171 126 88 52 20% |
Quick Assets to 37 34 40 ot 24
Current Liabilities 167 130 a6 56 24* |
Cash to 38 38 36 28 22
Current Liabilities 162 124 86 50 22
] Current Assets to 51 49 48 51 44
] Sales 243 192 143 a5 44*
Quick Assets to 44 52 45 47 46
) Sales 234 130 138 93 46*
1 working Capital to 40 46 2 33 26
| Sales 187 147 101 59 26*
h
i Cash to 45 43 36 24 34
: Sales 182 137 94 58 34*
1 * cymulative percentage error [frem Year 1

1 Source: adapted from Beaver, 1968, p.113




Based on these data four ratios were sclected as partial
determinants of business performance scores for this study.

Cash Flow to Total Debt, Net Income to Total Assets, Total Debt
to Total Assets and Current Assets to Current Liabilities were
selected - the first three because of their assessment by Beaver
as markedly superior for all five years, and the latter being the
next most reliable predictor in the short-term and also generally
accepted by practising accountants as a significant index of
short-term financial stability. Actual scoring procedures are

outlined in Section 5.5,

In addition to the four financial ratios discussed above,
entrepreneurs were also awarded scores for persistence {the
number of yeérs in business, with heavier emphasis on earlier
yearS); growth in net sales income, in the number of persons
employed and in net earningsbefore taxation from a base year
(the first full year of operation) to the most recent full year
of operation. Adjustments were necessary to standardise many
calculations of net income because of variations in depreciation
rates and methods of recording owners'/partners' '‘wages'',
"salary' or drawings. Such adjustments to available data were
also required to calculate comparable cash flows and net earnings
for two of the above mentioned ratios. Minor variations not
detected made little difference to final performance scores

because of the method used to allocating scores (Section 5.5).

The actual performance data sought, Part Q of the questionnaire,

are shown in Appendix C.
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5.5 SCORING, DATA ANALYSIS AND STATISTICAL PROCEDURES

The following exposition of the scoring methods used in this
study is structured on the same basis as the questionnaire, and
should be read in conjunction with the latter. The major groups
of variables, which formed the framework of Chapters 2, 3 and &,
were broken down for presentation in the questionnaire, To
maintain interest and variety and to avoid indifferent responses,
the content and type of questions were varied throughout the
questionnaire. In the following outline of scoring procedures
some questions were not used to provide scores for the purpose

of the regression analysis. They produced useful support data

and are shown in Appendix C.

PART A BASIC DATA

PART B EDUCATION

Level Completed

9. Finished Primary / Tertiary level-
High School to year- Did not graduate g
6ne 2 Four 5 Certificate Q
Two 3 Five & Diploma 9
Three iy Six 7 Degree 1o
10. Yes 2 No {
11. Tertiary 2 Sccondary /
12. Yes 2 No -7*"




PART C PRE-DECISION EXPERIENCE

s

OCCUPAT IONAL (TRADE/PROFESSIONAL) EXPERIENCE

Duration
oHratl
14. None
Under 2 years

2 to 5 years

Relevance
Aelevalies
15. Mainly the same
16. Yes

i7. Recent

/
2
3
2

2
2

SALARIED MANAGERIAL EXPERIENCE

Duration
e
19. None
Under 2 years

2 to 5 years

Re levance
RepExohes
20. Similar
21. Same/Similar

22. Recent

OWNERSHIP EXPERIENCE
{

\

Duration
25. None
Under 2 years

2 to 5 years

—

6 to 10 years
11 to 20 years

Over 20 years

Mainly different
No

Not recent

6 to 10 years
11 to 20 years

Over 20 years

Differeﬁt
Different

Not Recent

6 to 10 years
11 to 20 years

Over 20 years
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Family Mobility
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Relevance
Relevance

[ ]
26. Same & Similar l 3 ‘ Different | 2

27. Recent o3 Not recent !

PART D AGE OF ENTRY TO OWNERSHIP

30. Under 20 years / 4LO to 49 years )7
20 to 29 years 2 50 to 59 years <
30 to 39 years 3 60 years or more A

PART E RELIGIOUS AFFILIATION

31. Protestant | | Jewish[;—l Catholic | 3 1 Other Lﬂ

\
PART F_ FAMILY BACKGROUND (/w(/’/- 1)

Socio-economic Status

y _"**] T 1
32. Employee-Manual/Technical | ! Self-Employed pi |

(own Business)
Professional | 3

33. Primary only { High School - to year 3 | 2

Tertiary u beyond’ | 3

34, Wealthy| 3 | Quite Comfortable

Not very well off

2
l
35. Owned 3 Owned and rented Rented !

36. Overseas 3 Other Australian State 2 .,,1JE gl
. \‘-" .

Western Australia L_f \
o =]

37. Five or more < Three | A Two 3

One Only

T T T T T LT e R e L L




parental Expectation and Discipline

38. Very strict Fair/Democratic p) Veak [
39. Brothers ‘ U l Lg i 2 l ! 1 ! l
et @ QOO0 O
40. Yes 2 Ho L_! i

. . iy r —
41. Yes - in own business U No l { |

in family business 3

as employee 2 ‘

2. Very Goodl s GoodAverage. 3 | Poor| 2 |Very Poor !
R

PART G PERSONALITY FACTORS

43. Achievement Motivation

A F S RN A F s RN
43.01 | § ;_T Q_W 2 M 43.09 § Ly g.{—}PT 2 { [_]
b3.02 | s | e |2 |2 | (] 4310 s |e}3 ]2 A
4L3.03 | ¢ & 2 2 ! 43,11 s p” 3 S A E
43.04 s lu )3 »| o) B32 b0 |2 |3 | & 5_}
43.05 1 ¢ |2 |3 | 2| | 313 1 |> 13 ju}s | ‘
43.06 | 5 lw | 3 |2 | ¢ | 4308 s | & [3 12| .
43.07 | & | &« | 3 l 2 | 43.15 [’ 2 |3 uts
43.08 | s [ o |3 |2 |1
43.16 Nil to $2000 and $7000 to $100%0 .
$3000 to $6000 2
43.17 Nil to $4000 and $8000 to $10000 !
$5000 to $7000 2 |
43.18 $3000 to $10000 f
Nil to $2000 N

gt e A E——— S = - _ I—— J
o T T & Wty | IR © = T ¥ L A P T B T et SR 0oy et er ]
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(/(/ Pt Le ,,"'LN&MA‘, Hpe \\

o, 503, Bt
PART H ROLE SUCCESS MOTIVATION y ‘. 77

e Y ~?.' _../‘.;{ )

44, To make something of myself (to get

somewhere) 7

Desire.to be independent and use own

initiative | A
 S—

Concern for future security for self

and family S

No real future as employee L

Boredom in working for others 2

Need work (either out of work or fear **——7

of same) 2

To provide supplementary income {

Other reason /

45, Very strong

Strong L2 Not very strong {HJ

46. Very strongly

2]
L

Moderate] L Fair/indifferent | |
= .

47. Very undesirable k) Undesirable.H?Z_1 Rather indifferent !
L

PART | POST-DECISION PREPARAT ION

puration
g—.-""'"."__-_ P ey

! i
48. Under 3 months / 1 to 2 years 7

3 to 6 months 2. 2 to 5 years

"
6 to 12 months 2 Over 5 years | ¢ |
[ ]

Relevance
— —————

L49. Management experience Yes 2 No /

Relevant trade experience Yes 2 No { J

50. Less than 25% / 25-50% ;T-} 50-75% ijé::] Over 75% | L

51, Adequate 2 Inadequate [ / }.

M0
52. Deliberate and planned 3

Due somewhat to chance tj}
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54, Deliberate and planned S
Due somewhat to chance /
56. None / lor2 |2 |3 orh !—3—|5 or more 17
R |

PART J MULTIPLE JOB HOLDING

e

58. Yes 2 |No I / g

k| 59. Nil i_j! Under 5 hours 2 5 to 10 hours 2

e o

.;‘ 11 to 15 hours I U 16 to 20 hours | & Over 20 hours| §

PART K MEMBERSHIP IN OTHER ORGANISATIONS

i .l I rv‘ r
f-' 60. Yes / No | 2 T oaat
1 61. Sporting/Social [ / | Political I)_ i Service/welfare] 3
{ Py - 1.._
: 62. Yes ! No | 2
. 63. Recreation / Business contacts 2JPrestige/status 3
. =y
§ Sense of duty or responsibility 44 J
l' I _"__'?:"—‘
- - 1 3 j
i 64. Yes !/ Uncertain 2 | No 3
b - 65. Under 1 hour / 1 to 3 hours| 2 13 to 5 hours ‘ kS
E ﬁ. Over 5 hours 12
PART L MARITAL STATUS AND FAMILY RESPONSIBILITY
- At Y
At . |il
66. Yes 2 |No | o
67. One/Two 3 |Three/Four | 2 | Five/Six { | Over Six | —
68. Very 3 Average l__ No L/
. Full Support 3 |Indifferent | 2 o l {
69. In Home Duties only
;' Home Duties and Part-time Help in Family Business 2

i Home Duties and Outside Job /
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PART M SEX
70. Male ‘ { Feriale [ 2
|

PART N PHYSICAL CONDITION

71. Frequently ! Sometimes [ 73 Rarely R

|

72. Fit/energetic ! 3 Fairly well 2 _] Tired/sluggish /
b

PART 0 PERSONALITY FACTORS

73. Interpersonal Response Traits

All 30 items were scored as:

EXTREMELY EXTREMELY
UNDES IRABLE DESIRABLE

[ 2 2 L s &

The items designated Compliant were those numbered 2, 3, 9, 13,
15, 17, 22, 24, 27 and 30. éﬂﬂﬁﬁﬁiiﬁf orientation was measured
by items numbered L, 7, 8, 11, 12, 18, 20, 21, 26 and 23 while
Qﬁﬁifbgg items were numbered 1, G, 6, 10, 14, 16, 19, 23, 25

and 29.
scores (as above) were summed for cach group of ten items to
produce separate Compliant, Agaressive and Detached sub-scale

totals for each respondent, witn a possible range of 10 to 60.

74. Role Perception

The scoring process involved three stages. First the rankings

of the two dummy traits were eliminated and the remaining
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rankings adjusted upwards where nccessary. In the follewing example,
the new rankings, from 1 to 10, are shown in the left column of the
boxed area. The second step was to give each ranking a score. The
top rank (i.e. rank 1 in "'most important'') was given the score of 10,
the second rank given the score of 9, and the lowest rank (i.e. rank
10 in '"less important'') was given the sccre of 1. The scores are
shown in the right hand column of the bYoxed area in the example.
Finally, the scores for all "inner-directed" and all 'other-directed"
traits were totalled separately. For each of the two categories the

possible range of scores was 15 = 40.

TThasT | MODERATELY LESS
| IMPORTANT | MPORTANT IMPCRTANT

EFFICFENT S N | i (R,
FORCEFUL | N SR K

i |
C0-OPERATIVE _i AR R |
ADAPTABLE B J_ B S (- vz ]9 %2
IMAG INAT IVE AT T A (N - "ll : l
INDEPENDENT . - - /l*_l_ : : s . I
CAUTIOUS | S S N L G A K

. i |

i) | :
ceLr-coneioent L Lo P ey A feesd

v b€ |
AGREEABLE S - l N B ll =y LI : .
s b

DECISIVE RN KA KX .

| | |2 bl
TACTFUL O TR, RO S IV S SN 5

h "
L L (FTNAL SCCGHES)
e (APJUETED FANKTNGS)
(FESPONLENTIS RACEINGS)
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scores for the "inner-directed' sub-scale were produced oy

totalling final scores (as shown above) for forceful, imaginative,

independent, self-confident and decisive.

"Other-directed"

scores resulted from summing the final scores for the remaining

five traits.

PART P AFFECTIVE REACTION

items were scored as shown below and

affective reaction score.

75-
75-
75.
75-
75.
75.
75.
.08

75

75.

75.
75.
75.

01
02
03
ok
05
06
07

09

19
20

21

P12 {2 ] el 5]
1IN
2] 3 7, 55
AERERY AR
I |2 | 3 L,g!f
: o

L S 7, 51
Sla |3 2|
s 720 R 2 /
Il 2 344 LY
Yes 2

Yes 2

Yes 2

7510 | 4 f 2 | 2 ] LS
st e w
75.12 / ‘ 2 53 : sl B
53| 5 s s
skl o2 2 s
55 | 122wl
75.16 ___I_.-i---l— R
S NEES EN IS
7508 | 1 (2 |3 s

summed to produce one




PART Q BUSINESS PERFORMANCE

78.01 Years in Business

1 year
2 years vi
3 years q

L years
5 vyears

6 or more years

78.02  Growth in Net Sales Income (most recent year as
percentage increase over first full year)

5-333

/0

N

A

Decline - 150% to 200% [Lu
Nil to 50% i 200% to L400% <
50% to 100% 2 Over 400% 6
100% to 150% 3
78.03 Growth in Number Employed (most recent year as
percentage increase over first year)
Decline = 150% to 200% L
Nil to 50% / 200% to 400% s
50% to 100% 2 Over 400% 6
100% to 150% 3
78.04  Growth in Net Earnings before Taxation (most recent
year as percentage increase over first full year)
Decline - 150% to 200% Yy
Nil to 50% / 200% to h0O% <
50% to 100% 2 Over 400% A
100% to 150% 3
78.05 Financial Ratio - Cash Flow to Total Debt
{net earnings plus depreciation/total Tiabilities)
0 to 20% / 80% to 100% <
21% to L40% by 100% to 250% b
41% to 60% 2 250% to 500% 7
61% to 80% L Over 500% 4
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78.06 Financial Ratio - Ne* farnirngs to Total Assets
0 to 5% / 31% to 40% E
6% to 10% 2 41% to 50% L
11% to 20% 3 51% to 100% | 7
21% to 30% Ly Over 100% <
78.07 Financial Ratio - Total Debt to Total Assets
R N
Over 500% / 31% to LO% L—g
101% to 500% 2 21% to 39% i 6
51% to 100% 2 1% to 20% I 7
Io———
1% to 50% U 0 to 10% | 8
78.08 Financial Ratio - Current Assets to Current Liabiiities
[
Less than 50% / 1517 to 250% ! u
—
51% to 100% o) 251% to 500% <
101% to 150% 3 Over 500% L é

Following theliscoring of ali guestionnaires, in the manner outlined
b i

above, scores for each respondent on cach variable and major

components thereof, were recorded on computer coding sheets and then

punched for computer processing and analysis.

Various sub-programmes

of the Statistical Package for the So.:xl Seiemces, (Nie, Bent and

Hull, 1970), hereafter referred to as 5PSS, were used as appropriate

to the data and statistical proceduras required for hypothesis

testing and presentation in this thesis.

A1l data analysis was

undertaken through the computing facilities within the Department of
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Computing and Information Processing at the Western Australian

Institute of Technology, using the CYBER - CONTROL DATA VERSION 3.4,

As with mosg types of social science research the initial task in the
data analysis stage was to indicate the fundamental features of the
distribution and variability of the variables. To this end summary
statistics were produced via the SPSS sub-programme CODEBOCK which
computed and printed one-way frequency distributions (including
absolute, percentage and cumulative freguencies) and support
statistics (mean, median, mode, standard deviation, stancard error,
variance, skewness, range and minimum and maximum scores). As an
option the histogram for each distribution was printed. 1In this
thesis, Section 6.1 presents a descriptive analysis of each variable
with certain statistics; there is a summary table of all relevant
statistics at the end of Section 6.1: and Apperdix F illustru:2s
the distributions by histogram (based on percentaqges, with absolute

frequencies shown above each bar) .

A major concern of the empirical phase of this study has been the
identification of significant relationships between the variauies.

For this purpose several SPSS sub-programmes were used. Sub-programme
CROSSTABS produced bivariate joint frequency distributions, thus
permitting contingency table analysis with tests of significance and
measures of association. The strength of any relationship between

two variables may be evident from observation of the contingency table,
and the question of whether the chserved differences are statistically

significant or due to sampling error can be resolved by use of the




support statistics and tests. The Chi-square statistic (VIR

has been used to test for independence (or lack of statistical
association) between the two variables - it can therefore be used
to test the hypothesis that there is rn relalionship.” Aprendix G
i1lustrates all crosstabulations relevent to the hypothesized

relationships presented in Chapter b,

The SPSS sub-programme SCATTERGRAM produced graphical pletzing of all
paired scores for any two variables, the dependent variable n the
vertical axis and the independent variable =n the horizontal. This
sub-programme also produced such suppoft statistics and tests @s a
two-tailed test of significance, Pearson's Product-Moment corrclation
co-efficient (r), variance (r2), significance of » (frem o & otest),
standard error of the estimate, intercept with the vertical axis and
slope of the regression line. Appendix H provides all relevant

scattergrams and statistics.

Sub-programme FACTOR was used to crcate a correlation matrix for all

variables to support the CROSSTABS and SCATTERGRAM output. These data

e

%x Note on Use of Chi-square ((?] Test of Significance

The distribution of xf, used in dete-mining criticsl sisnificance values,
is a continuous theoretical frequency curve, wiereas fany of the
frequencies in this study are discr ic quantities. Where the expected

. . . . . 2
frequencies are small, the actual sampling distribution of X° may
demonstrate marked discontinuity. Tte continuous curva may provide a
poor fit to the data, and appreciabi. error may occur in the estimation

of probabilities, these being arcas under the contirucus X curve.
For small values of N she continuous normal curve is a poor fit to the
discrete binomial.

In this study, with a large N (250), and gererally large purbers of
degrees of freedom applicable to those duta, the Yates' correction for
continuity has not been used as difference in results attained will be
negligible.
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were essential to the testing of hypotneses concerning the Zegree
of association between any two variables. The accoptance orf rejection
of each primary and secondary hypothesis is based substantially on

data produéed from the CROSSTABS, SCATTERGRAM and FACTOR sub-programmes.

This study was founded on the need to develop a model of
entrepreneurial effectiveness by which prediction of the dependent
variable (the quality of entreprencurial perforrance in a small
business) is possible from a knowleu~c of the values o, 4 range of
independent variables (various characteristics of entraprencurs, .

r

Multiple regression, an extension of the use of bivesiate corrcation

(@)
3
s
A
n
ot
[
<

procedures to multivariate analysis, zilows the rescarche;
the linear relationship between a sot of indepandent vasian es andg a
dependent variable while taking account of the inter-relationahips
among the various independent variables. The end product of muttiple
regression analysis, the multiple regression equation, is an

expression of the linear combination of independent variabies which
provides optimum estimation of the dependent variable from simultaneogs
consideration of those independent variables. Since the intent has

been to identify factors that arc possible causes of the vari:zhie under

consideration, and to assess the efoctiveness of thoze predictor

-

variasjes, it is desirable to approach the problem by focusing on
explanation of variance. In multiple regression analysis, researchers
ceek to identify how much of the variance in the dope-dent variable is
attributable to selected independent va-iables. Therefore the

basic problem in multiple linear regression is to determine the weights

(regression co-efficients) which minimize the equation residual or
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F unexplained (error) variance. Th.-n veiobts {uscally cocigas !

N ol '

L' : b1, b2y <« bn) express the net changs i the dependent varizhic for

.

f: @ one unit change in any singie indepe~dont vaviaule, Faldira ol ooy

£ .

¢ independent variables constant. Sirce independent wvariables are

I i

' }

frequently expressed in different units of

peasurament, it ois usef.!
to express regression co-efficients in standard deviation urits. There

beta co-efficients (B) are pure numbers anc are directly ceomparable

B spsS includes a sub-programme, REGRESSION, which offers zten-wiga
i |
t regression analysis. This programme wasn imed 0 zalect the best
b B
iﬁ predictor variable and then recursively construct tnc Prediccion
: il equation by the addition of further i,iepeadont variables, in such 2
4 manner that the variable added in cach srep provided lhe optimum
- prediction, in conjunction with the roovicuely added independent
: : variable(s). The programme employs two criter’a in the selection of
t successive independent variables. e firat is bused on the Slgh(ﬁfcanoe
: j of the normalized regression co-efficiont (B3) nf the prospective
; 4 independent variable were it brought intn the cquatien. The F
1 ; statistic is used to measure the sianificancte of 2.
E
: i The second criterion is a value knovin as the tolerance. 5 large
f ?. tolerance (to a maximum of 1) indicazzs that a new Hdinensicn' has
f ! been added to the equation. The amoini 2 additicnal variance in the
E. i[ dependent variable explained by the inztusion of the new independent
k ] variabie is the product of 6° (normalized regression co-efficient @ squared)
f i and the tolerance.
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CHAPTER 6  AHALYSIS AiD INTERPRETATION OF DATA

4.1 A DESCRIPTIVE SURVLY

In this Section there is offered brief diszcussion on the data
collected for each of the study variables. It therefore represents
a series of short descripticns of the sample entrepreneurs on the
bases of the variables used in the study. Such descriptiens should
be read in conjunction with Appendix F wiich provides more detailed
graphical data. A summary table of all relevant statistics is

provided at the end of this Section (paae 360).

6.11  GENERAL CHARACTERISTICS

Industrial Grouping (Figure F1)

sample entrepreneurs were selected from four industrial greaps, details
of the stratification criteria being given in Section 5.2. The sample
included 26 manufacturers (10.4%), 108 retailers (43.2%), 84 service

firms (33.6%) and 32 wholesalers (12.8%).

Organisational Type (Figure F2)

selection of sample entreprencurs was not based on criteria relating

to organisation/ovnership type or lcial form.  Of the 250 entrepreneurs,
78 (31.2%) were sole traders, 118 (47.2%) were partners and 54 (21.6%)
were owner/directors of private companies. Figure F2 offers a
comparison between the study sample and the auvthor's 2,000 firm postal

survey (Section 1.4) on the basis of organisational type o~ legal form.
\




OEerating Status

As outlined in Section 5.2 to gain a sample as widely representative
of performance levels.as possible, 75 failed entrepreneurs were
selected. The remaining 175 (70%) entrepreneurs were operating at

the time of the interview.

Age of Firms (Figure F3)

Although the age of each firm was not used as a study variable, this
information was produced in Part Q of the questionnaire (Business
Performance). When compared with the ages of firms in the author's

posta] survey (in Figure F3), a clear cimilarity is observable.
gjze of Firms (Figure FA4)

No deliberate attempt was made to salect entrepreneurs from firms of
any particular size category, except that no firm employirg more than
50 peréons was included. The result was that 108 entrepreneurs

(43,2%) owned firms with fewer than four émp]oyees, 84 (33.6%) employed
4-10 persons, 4o (16.0%) employed 11-20 persons and 18 (7.2%) employed
21-50 persons* A comparison between this data and the distribution

I
of firms in shze categories from the author's postal survey is

i1lustrated in Figure Fb,
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6.12 PERSONALITY CHARACTIRISTICS

Achievement Motivation (Figure F5)
———— ———

The questionnaire provided for a pos:zible range of n-Achievement
scores of 18 to 81, the higher the score the higher the measurad
level of motivation. Actual scores varied from 25 to 79, a rarge

of 54. The mean score was 51.876 end scores were spread rather
widely, the standard deviation being 15.380. One unexpected feature
of these data, given the anticipation that individuals who undertake
independent entrepreneurship will have fairly strong achievement
motivation, is the fact that the distribution waé\pi—modaf?j Twenty
four percent of scores fell within the lowost quarter of the range,
29.6% in the next quarter, 20.0% within the third quarter and 26.4%
within the uppermost quarter. Very clearly, many individuals undertake
entrepreneurial roles without a strang generalised disposition to
excel, to strive persistently and to compete against standards, both
self-imposed and set by others, Exgmination of the correlation

between n-Achievement scores and amall business performance will
indicate whether or not those cntrepreneurs lacking in achievement
motivation (as measured by the instrument used in this study) are more

likely to fail or operate marginal ventures.

in the risk preference secticn of Part G (OQuestions 16, 17 and 18)
subjects who indicated risk-aversion or risk-proclivity earned low
scores while those demonstrating modsrate risk preference earned

higher scores. The distribution of scores was:

37




Score 3

4

5
6

From these data it is strongly suggested that entrepreneurs

sample are moderate risk-takers
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14.4%
22.0
29.0
35.6

et S

100.0%

in this

in situations where the outcome s

substantially dependent on their own ability.

to 60.

standard deviation 7.872.

interpersonal

- other variables.

Actual scores ranged from 1

quarter of the range then 26.4%,

The unexpected feature of this distribution was

entrepreneurial activity. However, more meaningful

lnterpersona\ Response Traits
JLLASCAR S5

fach of the three sub-scales measuring Compliant, Aggressive and

petached interpersonal orientation provided a range of scores from 10

Compliant Orientation (Figure F6)

5 to 51, the mean being 36.012 and the
The distribution exhibited some negative

skewness (-.335). Ten percent of the scores fell within the lowest

L1.6% and 22.0% in the top guarter.

its negative skewness,

since the research literature tended to suggest that compliant

tendencies were not likely to be associated with

conclusions may be

drawn from compliant interpersonal orientetion scores correlated with
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Aggre551ve Orientation (Figure F7)

Scores ranged from 16 to 58, with a mean of 38.240 and a standard
deviation of 10.734. Percentages of scores falling within each
quarter of the actual range of scores (from lowest to highest) were
10. 4%, 26.4%, 2 24.8% and 38.4% respectively, indicating & bi- modalﬂ1
distribution, with slight positive skewness (.017). Both the mean

and standard deviation being slightly higher than those associated
with the Compliant sub-scale, indicated that the sample entrepreneurs
were possibly higher in aggressive orientation than in compliant, and
more widely dispersed in the former characteristic than in the latter.
Comparison of the percentage of cnses within each quarter of the range
of scores in each sub-scale confirms the ebove observations. For
example the frequency of scores lying within the uppermost quarter of
the range of scores for the Aggressive sub-scale (38.4%) is significantly

higher than is the case with the Compliant sub-scale (22.0%).
Detached Orientation (Figure F8)

The range of scores in this sub-scale was narrower than in the
associated sub-scales (19 to 52), the mean score being 37.164 and the
standard deviation 7.024. The distribution was fairly normal with

some positive skewness (.146). The dispersion of scores by quarters

of the range of actual scores was 2.3% within the lowest quarter, then
31.6% 42.8% and 22.8%. The mcan of the Detached sub-scale was slightly
closer to the Aggressive sub-scale mean than to the Compliant sub-scale

mean, as was suggested in Section 2.42.
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Role Perception

fach of the sub-scales measuring role perception, designated Inner-

and Other-Directedness, offered a range of scores from 15 to 40.

Inner-Directedness (Figure F9)

scores ranged from 17 to 39 with a mean of 27.848 and a standard

deviation of 5.392. The distribution had a slight positive skewness

(.023). The dispersion of scores within each quarter of the range of

e

actual scores were 15.2%, 36.0%, 29.2% and 19.6%, from lowest to

highest.
other-Directedness (Figure F10)

scores ranged from 17 to 37, the mean score being 27.950 and the
standard deviation 4.570. The distribution was negatively skewed
(-.l26). The dispersion of scores within each quarter of the total
range of actual scores, from lowest to highest, was 11.2%, 36.0%, 40.0%

and 12.8%.

EnFrepreneurS in this sample appeared to have slightly more other-
directed orientation in their role perception designation than inner-
directed orientation. This conclusion was unexpected, given the
validity of previously discussed research studies into these
interpersonal orientations and of the measurement technique employed
in this study. Corrclation analysis, involving role perception scores
and other variables, should denonstrate more clcarly any true

relationships.
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Role Success Motivation (Figure FL1)
Role 2UCt

This measure of%expressed specific role success motivation provided a
possible range ;f scores from 4 to 16 and actual scores occupied this
full range. The mean <core was 9.984 and the standard deviation 2.607,
the distribution having a distinct  positive skewness (.206). In

the lowest quarter of the full range of actual scores fell 17.2% of

the scores, a further 43.6% falling within the next quarter. Thus

only 39.2% of all scores were within the top half of the full range

+ of actual scores, @ rather surprising dispersion for this variable.
affective Reaction (Figure F12)

The full range of possible scores was from 21 to 96 and actual scores

ranged between 26 and 94. The mean score was 59.172, and stancard L
. ]

.ﬁ . deviation 20.7L7. (Ih¢ distribution was bi-modarﬂ indicating that the

§ majority of entreprencurs in the sample tended to have either relatively

unfavourable or relatively propitious sffective reaction to the stress

of the role. The dispersion of scores on the basis of quarters of the

/ 2 full range of actual scores was (from Towest to highest) 22.8%, 19.6%,

19,2% and 28.4%. Noteworthy is the similarity between the

distribution of affective reaction scores and those of achievement

motivation for this sample. This suggests a significant relationship.

6.13 PATTERNS OF CXPERTENCE AND PREPARATION

Occugational Experience

puration of Occupational Experience (Fiqure F13)

e T L
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The duration of occupational experience of the sariple entrepreneurs

ranged from none (3.6% of the sample) to over 20 years (11.6%), with
the 6-10 year period being the modal class interval., The distribution
of scores showed a distinct skewness toward the upper class-intervals

4 (-.261).

Relevance of Occupational Experience (Figure Fl14)

in a range of scores from | (indicative of a lack of relevance in
occupational experience) to 6 (highly relevant occupational experience)
the mean score was 3.868; the standard deviation 1.553. The
distribution showed negative ckewness (-.166) indicating that a
majority of sample entrepreneurs tended to have relevant occupational
experience. This supports the proposition that entrepreneurs are nore
likely to remain within their particular trade or professior viken
entering business ownership. Despite this conclusion it should be
noted that approximately one sample entrepreneur in every four was
involved in a business for which he had little or no relevant and/or
recent technical expertise. The extent of the conseqguences of this
Jack of relevant occupational experience on the potential for suCcass

as an owner/manager will be discussed later in this Chapter.

Total Occupational Experience (Figure F15)
Combined duration and relevance scores provided on indication of the
total occupational experience of the sample entrepreneurs. Within

the range of 2 to 12, low scores indicated short-term and irrelevant

experience and higher scores pointcd to more substantial, recent and
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relevant occupational experience. The mean score was 7.600, the

standard deviation 2.322.

The distribution showed negative skewness (-.096) as did each of the
two components of the scale. The general conclusion from these data

is that although about 40% of the owners in this sample were reasonably
well prepared in the technical aspects of the entrepreneurial role,

as many as 30% indicated a serijous lack of adequate and relavant
grounding. That this aspect of preparation is important for effective
performance as an entrepreneur is evidenced by the fact that duration
of occupational experience correlated .3281 with small business
performance, relevance of occupational erperience L7146, and total
occupational experience 6624, all co-efficients being highly

significant at p < .001.

Managerial Experience
Randg -

puration of Managerial Experience (Figqure F16)

The duration of managerial experience of the entreprencurs in the
sample ranged from none (22% of the sample) to over 20 years (6.4%).
The modal class interval was that labelled Undecr 2 Years, and the
distribution showed a marked positive skeviness (.448). A total of 115
owners (48.0% of the sample) had cither none or less than two years

of managerial experience.
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relevance of Managerial Experience (Figure F17)

Within a range of scores from 1 (no relevant managerial experience)

to 6 (highly‘relevant managerial experience), the mean score was

3,252 and the standard deviation 1.692. 0f the total sample 139 owners
(55.6%) had either no relevant managerial experience, or had experience
of a different type, experience in a different type of firm or no
managerial experience within three years of commencing the present

business.

Total Managerial Experience (Figure F18)

These data indicated total managerial experience, incorporating
duration and relevance. Low scores, within the range 2 - 12, indicated
short-term experience lacking in relevance, while higher scores were
indicative of longer and more relevant and rccent managerial experience.
The mean score was 6.140, the standard deviation 3.015. Approximately
30% of the owners in this sample were grossly inadequate in their
preparation for the managerial and supervisory demands of the
entrepreneurial role, and another 20% were partially deficient. An
indication of the serious implications of a lack of managerial
experience may be derived from the fact that, in this study, duration
of managerial experience correlated .5765 with small business
performance, relevance of managerial experience .6703, and total
managerial experience L6656, A1l these co-efficients are highly

significant at p < .001.

e o e——— a4
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Entrepreneurial Experience
a———

puration of Entrepreneurial Experience (Fiqure F19) .
As i1lustrated in Figure F19 the great majority (75.2%) of owners in
this sample had never ownesd a previous husiness, but 62 (24.8%)

brought to the present business some experience in ownership. fgnoring
the Nonme class interval, the modal duration time span was Unzer & Years
(39 cases = 15.6%). In response to Question 28 (flow many DrovViIcus
pusinesses have you owned (Lf ary)?), of the 62 previous ownars, k5
(72.6%) indicated ownership of one previous firm, 16 (25.8%) stated
that they had owned two previous firms, and the remaining cne owner
(],6%) had owned three previous ventuvres. The most common reason given
for the closure of the previous businass was insolvency/bankruptcy

(i.e. actual failure), with 41.9% of the 62 previcus Owners, followed
by unprofitability or impending failure (32.4%), personal problems

(]7,7%), health (4.8%) and other reasons (3.2%) .

Relevance of Entrepreneurial Experience (Figqure F20)

Since 75.2% of the sample owners indicated no previous enrtrepreneurial
experience only 62 owners were able to report meaningfully on
relevance. 0f this number, ten (16.1%) irdicated previous ownership
of the same or similar type of business in recent years (defined as
being within three years of initiating the present business). A
surprising 52 owners had either non-recent entrepreneurial experience

and/or such experience in a different type of firm. When asked why

the present and previous firms were so different (within different
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industr{es in fourteen cases) the reason most commonly offered was
that the owner believed his earlier failure or difficulty showed that
he was not Sgited to that type of business, the outcome being a
subsequent attempt with a venture of a different type. In most cases
where this had occurred, the former business was far more rational

in terms of prior occupational cxperience +han the more recent venture.

Total Entrepreneurial Experience (Figure F21)

The distribution of scores on this scale followed closzly those of

the two components, duration and relevance.

Total Pre-Decision Experience (Figure F22)

Scores on this scale were compiled by sumning scores for each subject

on total occupational, managerial anc entrepreneurial experience scaies.

Within the range 5 to 32 the mean score was 16.180 and standard
deviation 5.948. The distribution was markedly skeivad in a positive
direction (.387) indicating fairly significant deficiency in one or
more facets of pre-decision experience on the part of some 83 owners
(33.2% of the sample) and dubious quality of experience in the case
of a further 51 owners (20.4%). A substantial 25.8% of cases fell

within the lowest quarter of the total ranae of actual scores 10.0%

in the uppermost quarter.

o |
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Post-Decision Preparation
ros: —

Duration of Post-Decision Preparation (Figqure F23)

The duration of preparatory activity specific to the neceds of the

proposed venture ranged from a minimum of five days to a max imam

of almost nine years. The modal c¢lass interval was Under & Monilhs,

with 25.6% of the sample, and the distribution was distinctly skewed

in a positive direction (.390). Practically haif (43.6%) the sample
owners reported having less than six months preparation and most of these,
with hindsight, offered the opinion that they theught their own

particular period of preparation to be insufficient.

Relevance of Post-Decision Preparation (Figure F24)

Within a range of 7 (little or no post-decision preparation of any
re]evance) to 17 (substantially relevant and propitious preparation)
the mean score was 10.776 and the standard deviation 2,542, The
distribution showed significant positive skewness (.284), there being
36.0% of cases in the lowest guarter of tre range of scores and 7.6%
within the uppermost quarter. The clear implication is that far too
many small business ventures are initiated without adequate fiﬁancing,
with heavy borrowing, without consultation with knowledgeable people
(particularly relating to the feasibility of the venture), and without
deliberate and soundly based plans on the fype of business and its

location.

Total Post-Decision Preparation (Figure F25)

summing post-decision preparation duration and relevance scores |

produced a range of 8 to 21 in whicn the mean score was 13.438 and ‘
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standard deviation 3.368. The distribution was positively skewed

Lzso) as were both component distributions. These data re-inforce

the assertion that inadequate specific preparation for business
ownership and operation was the case with almost half the sample owners
in this study.  The significance of this lack of specific preparation
{s attested by the‘degree of measured relationship between this factor
and small business parformance (.5873 for duration; .6119 for

relevance; .6902 for total post-decision preparation - all significant

at p < .001).

.14  CONCURRENT ROLE OBLIGATICONS

Multiple Job Holding_(Figure F26)

scores on this variable ranged from 1 (no other job) to 6 (holding
another job invelving 15 - 20 hours weekly). Apart from the 78.0%
who reported no other job, the modal score was 7 (holding another job,

involving less than five hours weekly) with 34 cases (13.6% of the sample).

Membership in Other Organisations (Figure F27)

A significant majority of cases (177 or 70.8% of the sample) reported
active membership in any type of club, crsceiation or soctety. Of this
group, 104 (58.8%) were involved in sporting/social club activity,

16 (9.0%) in political fields, and 57 (32.2%) in service/welfare work.
Sixty three percent of those who rcported membership were currently

(or had recently been) an office bearer or committee member. Reasons

given for membership were:
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when asked whether club membership/activity were,
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Recreation 127 71.7%
Business Contacts 2 1.1
Prestige/Status 7 4.0
Sense of Duty or Responsibility | 23.2
V77 100.0%

in any way, of

penefit to the business, 18 (10.2%) replied in the affirmative, 86

(48.6%) reported that there was no benefit,

and the remaining 73

(41,2%) were uncertain. Most members indicated that 1 - 3 hours

weekly were put into club activities, the distribution being:

Less than 1 hour 11 6.2%
1 - 3 hours 93 52.5
3 - 5§ hours 5h 30.5
Over 5 hours 19 10.8
V77 100.0%

ﬂiLUEﬂ—é}atus and Family Responsibillty (Figure F28)

Actual scores On this variable occupied the full possible range from 1
(not married) to 14 (married, no more than two dependents other than
spouse, Very happy family life, full support from family and spouse
working at home duties only). Thirty four (13.6%) owners were not
married. The mean score on this scale was 7.472 and the standard
deviation 3.825. The distribution was ncgatively ckewed (-.351) with
scores of 9, 10, 11 and 12 being attributed to 25 (10.0%), 26 (10.4%),

23 (9.2%) and 29 (11.6%) cases respectively. It is clear from the

data on this variable that over one third of the owners interviewed had
little or indifferent support and encouragement from their families
for their work. This lack of sympathy for the substantial demands

from the entreprencurial role by family members was particularly

T o — — s =g - T g g - + -~ — : - ——ry—
T
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noticeable with the failed and marginal owners.

5.15 OTHER FACTORS

pge of Entry to Ownership (Figure F29)

P

scores ranged from 1 (less than 20 years of age) to 6 (over 60 years)
with the modal class interval &0 to 37 years (40.0% of the samnle).

The distribution was positively skewed (.%458) indicating a tendency for
younger persons to initiate business ventures - 67.2% of the owners in
this sample started their present business between the ages of 20 and

39 years, and only 8.4% did so when over the age of 50.

Education
Equcat >

Level of Education Completed (Figure F30)
Leve' -

The distribution of scores on this variable was practicali, normal
(skewness = -.036), the mean score (in a range from 1 to 10) being

5.536 and the standard deviation 2.301. Sample owners reported education
Jevels completed across the full range - from primary education only

(13 cases = 5.2%) to the completion of a degree (11 cases = b.L4%).

The modal level completed was High School Yeor Five with k6 cases

(18.4%) .

relevance of Education (Figure F31)

In an attempt to determine the relevance of formal education to small

bus iness ownership and management, a range of scores from 2 (no study




of any business or relevant technical subjects or courses) to 6

(study of both business and relevant technical subjects, the former

to tertiary level) was provided. The modal score was 3 (73 cases =
29.2%) indicative of no business education but relevant technical
education, the mean score 3.896 and the standard deviation 1.241. The
distribution was positively sievied (.160), suggesting that more owners

Jack relevant education (as here defined) than have it.

Total Education (Figure F32)

With scores ranging from 3 (low level of completion and of little
relevance to business or trade/professicn) to 16 (tertiary degree held
and highly relevant te business management and/or trade/profession) a
fairly normal distribution resulted (skewness = .092), the mean score
being 9.432 and the standard deviation 2.32k. MWithin this scale the
relevance component accounted for the positive skewness ard it is this

facet of the education variable that would appear to justify further

study.

Physical Condition (Figure F33)

In a scale ranging from 2 (définitely lacking in physical health) to
6 (very fit and healthy) the distribution of scores was quite negatively
skewed (-.286). One third of the owners interviewed reported being fit
and energetic and rarely being absent from work through illness.

!
However, 17 cases (6.8%) scored only 3, indicating significant health
problems with detrimental effects on entreprencurial performance. The

mean score was 4.900 and the standard deviation .945,
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- gex (Figure F34)
._' 1
& I: i
f}' The sample was not stratified on the basis of sex, and there were

205 males and 45 females included. These figures represented,

respectively, 82.0% and 18.0% of the sample.

5 Religious Affiliation (Figure F35)

E 1 of the 250 owners in the sample, practically half (123 or 49.2%)
1 were Protestant, 87 (34.8%) were Roman Catholic, and 13 (5.2%) Jewish.
E I- The remainder (10.8%) either had no religious allegiance, preferred not

A to answer the gquestion or were of a non-Christian faith.

Family Background

socio-Economic Status (Figure F36)

scores ranged from L4 (father in manual/technical work and having
primary education only; parents not firancially well off and 1ived
;v. j mainly in rented home) to 14 {(father in professional work and having
3 tertiary education; parents wealthy and owned the family home). In
an almost perfectly normal distributicn (skewness = -.008) the mean
score was 8.348, the mode 10.000 and the standard deviation 2.23h.
The majority Ofaowners in the samole had middle class backgrounds, as

measured in this study.
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Family Mobility (Figure F37)

owners in the sample tended to be Australian by birth (203 = 81.2%)

and (particuiarly) Western Australian (144 = 57.6%). The majority

(178 = 71.2%) had experienced no more than two major occupational/
geographical moves with their parents. On a scale combinirg both scores,
within a range of 2 (local born and no major moves) to 9 (born

overseas and at least five major moves) the distribution was

significantly skewed in a pesitive direction (.409), the mean score

was 4.432 and the standard deviation 1.911.
parental Expectation and Discipline (Figure F38)

scores varied from 5 (indicative of weak discipline; poor relations
with father; at least three older siblings and strong probability of
a low level of parental expectation and encouragement) to 17 (fair/
democratic discipline; eldest child; good relations with father and
strong probability of a high level of parental expectation and
encouragement).i The mean score was 10.036, the standard deviapion
3.327. The distribution was skewed distinctly in a positive direction
(,223) indicating that more cases fell towards the "lower'' end of the

scale.
Family Background Total (Figurz F39)
|t was assumed that summing scores on family mobility and parental

expectation/encouragoment of their children would provide a valid

measure of one of the significant cerrciates of achievement motivation =

et Sl P R
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the degree to which children were reguirced a-d encoureged to attain high
standards of performance and indencndance of activity. Scores ranged
from 7 to 2b, with a mean of 1h.4E3 znd standard deviation of 4.628.

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

for owners in this sample to have exporicnced ratner low and indifferent
parental expectation and encouragement. Those 5C0res corrclated .7318
Jith n-Achievement scores, thereby supporting Winterbotrtom's (1958)

findings on the relation of achieverent motivation to learning experience

in independence and mastery.

516 BUSINESS PERFORMANCT (Figure Fi0)

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. There was no known basis on which to se’ect an
appropriate number of failures, but to provide as wide a range of

performance as possible, 75 failures (30.0% of the sample) were included

The total range of possible scores vas 0 - €0, actual scores being
distributed from 5 to 59. The Jistriiution of scores was bi-modal

(also a feature of the distributien of n-Achievemant and affective
reaction scores!). with 30.4% of scores falling within the lowest quart
of the range, 11.2% in the next guartoer, 2k 4% in the third and 34.0%
within the uppermost gquarter. The distiribution was negatively skewed
(-,26]) indicating a greater concentration of cases with higher scores.
The modal scorc was 53 and the mean 33.895. Scores were widely

dispersed, as evidenced bv the bi-modal distribution and the standard
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SUMMARY OF DESCRIPTIVE STATISTICS OF STUDY VARIABLES (N = 250)
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deviation of 17.549,
’
The unexpected fcature of this distribution was the dearth of cases
in the middle of the range. The similarity of this bi-modal distributior
with those on both the achievement motivation and affective reaction

scales strongly suggests significent relationships existing.

6.7  FUNDAMENTAL PROFOSITICN
The quality of entrepreneurial perforaiee, in tre small bueinzes contex
can be confidently predicted from Imewlicdne of the particular personal

haracteristics rostulated in thic medol.
c o

As outlined in Section 5.5, multiple linear regression analysis has beer
used as the basis for determining the efficacy of the model of
entreprencurial effectiveness proposed in this study. The step-wise mox
of multiple regression has been adopted to provide the best possible
prediction with a minimum of indecpendent variables. No pre-determined
sub-set of independent variables was prosured, all such variables bcinn
eligible for cntry into the analysis until the F o level or tolefance
measure became insufficient to warrant further computation. Of the 35
eligible independent variables in the study, the SPSS REGRESSICN
sub-programme entered 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 Jevel of confidence)
of his potential for success as a small business owner/manager, s

consequent upon the consideration of the multiple co-efficient of
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determination (R*), and the standard error (the standard deviation of
the residual, and the typical errcr in prediction). At the point in the
step-wise regression process where the selection and addition of a
further independent variable into the regression equation adds a
negligible increment to the R’ statistic (signifying a negligible
addition to the proportion of the variance in the dependent variable
accounted for by the regression equation, and, hence, a minimal
improvement in the predictive-ability of the equation), those variabtles

in the equation provide the optimum prediction of the dependent variable.

As the multiple co-efficient of determination increases, the standard
deviation of the residual or prediction error decreases. At about the
point of optimum prediction the former statistic increases in negligible
increments and the latter reaches its minimum value. Further additions
of independent variables do little to increase F* and are accompanied

by increases in the standard deviation measure. Table 6.2 indicates
that with the inclusion of PAREXPEC (parental expectation) in step 19,
the change in R? was only +.000h, while the standard deviation of the
residual (which had reached minimum level after step 18) began to
increase. The conclusion thus reached was that inclusion of independent
variables up to, and including, step 18 (EDUTOTAL = educaticn level

and relevance) optimised dependent variable variance prediction. The

F ratios for all variables when entered in the regression equation

were highly significant at p < .00I.

The REGRESSION sub-programme includes, in its computer print-out, both
the raw score (unnormalized) and the normalized (or standardised)

regression co-efficients, § and BETA respectively, in Table 6.2. These
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co-efficients indicate the relative strength of relationship tetween
)

each independent variable and the critericen variable, as well as the

direction of the relationship. In fuifilling this role in multiple

regression analysis, the regression co-efficients reflect the weight

of each independent variable necessary to Mminimize the unexplained or

error variance, or residual.

on the basis of the data compiled in this study and presented in
summary form in Table 6.2, the fundamental proposition of this research

P

study is supported. With the inclusicn of 29 {(from 35) independent

",

variables 1in the regression gquation 20.16% of the variance in small
business perforrance scores was accounted for. Placere~t of the first
18 predi tc = ir the equation resulted in prediction o ° .015% of

the variance in the dependent variable. The improvement in prediction
by the inclusion of eleven more variables docs not warrant such

inclusic , sarticularly as the standard deviation of thz residual

(typical error in prediction) increas:s after step 18.

The variables included in the multiple regre: "ion equation, and
sccepted for the significance of their individual and interactive
contributions to the predictive-ability of that equation, are those
shown above the horizontal line in Tablae 6.2; those involved in the

first 18 steps of the step-wisc sclection process.

5.3 PRIMARY PROFCSITIONS AND HYFPOTHESES

All tables refurred to in the folicwing discussion of the hypotheses

are located in Appendix ¢ (e.qg. Table 61 refers to Table 1 of Appendix
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and all Figures are located in Appendix H.

PROPOSITION A

The quality of an individual's entreprencurial performance (in the
small business context) is substantially a function of his mental/
emotional capacity and propensity to cope with the many and varied

demands and stresses of that role.

As defined and measured for the purpose of this study, affective
reaction and the quality of performance as an entrepreneur in the small
busineés are significantly and positively correlated (see Hypothesis 1
discussion below). To the extent that:
(a) successful performance as the owner/manager of a small

business venture (measured by objective accounting data)

can be accepted as a valid indicator of entrepreneurial

(i.e. innovative, adaptive, energetic) effectiveness, and
(b) affective reaction (as measured in this study) can be

accepted as a valid index of the individual's mental/

emotional capacity and propensity to cope with role stress

sl d
~psd B0
L A

=t

W i
in its many and varied forms, WAVE W kT
1 .:,|' L .t

the above proposition is supported by'theraata compiled in this study.
observation of failed and margﬁnaifowner/managers during the
interviewing indicated mbré behavioral symptoms of stress than was the
case with the more successful subjects. The observed symptoms

included anxiety, nervousness, rather heavy smoking, lack of self
confidence, marital tension, and indecisive replies to questions. Such

observations further supported the above proposition.

\

\, §
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gupothestis 1

Affective reaction and the quality of performance as an independent
entrepreneur in a small business are significantly and posttively

correlated.

Table G1 and Figure H1 (in Appendices G and H respectively) indicate

a strong positive relationship between the ability to cope with stress
in the entrepreneurial role and successful performance in that role.
These data show that the quality of small business performance improved
with the individual owner/manager's capacity and inclination to cope
with role stress. The matter requiring specific resolution before

this hypothesis can be either accepted or rejected is whether the
indicated association is due to sampling error or reflects a

statistical]y significant relationship.

From the crosstabulation data in Table G, x?* = b46.9855, and there

are 90 degrees of freedom [ (no. of rows = 1) (no. of columns - 7.
with 90 df a Xz of this magnitude is highly significant at p < .001

(a x? value of 137.208 being neccssary (with 90 df) for significance

at the .00l Jevel). The probability of x% » 137.208 through sampling
error is less than one chance in 10.000, in this situation. Figure

Hl indicates that the relationship is linear and the support statistics
with the scattergram confirm the above assertion about the strength

of the association. The correlation of REACTION with PERFORMS is

.8992. With N = 250,tn_2 approximates the s, transformation, requiring
a t value of 3.291 for significance at the .00l level. The ¢ vslue

for r = .8992 is 32.3641, indicating that the observed correlation

is highly significant at p < .001.
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Oother facts about the correlation of affective reaction scores with
those of entrepreneurial performance require statement and brief
discussion. The correlation co-efficient may be used to demonstrate
the proportion of the total variance in the dependent variable (in

this case, entrepreneurial performance) which is associated with,
predictable from, or explained from, knowledge of the independent
variable (affective reaction, in this hypothesis). The variance or
co-efficient of determination, for these data, (r? = .8086) indicates
that more than 80% of the variance in small business performance scores

is associated with variation in affective reaction scores.

As the correlation co-efficient may be used to predict or estimate a
gcore on an unknown variable from knowledge of a score on a known
variable, it is of interest to be able to assess the degree of accuracy
of such prediction. The greater the correlation between two variables
the more accurate the prediction possinle with the regression equation.
The standard error of estimate (SEE) is a measure of the degree of
dispersion of actual values of a dependent variable around the
regression line used for estimating that variable. For the data in
Figure HI, the calculated SEE is 7.6925 which represents the standard
deviation of the Y values (scores on small business performance) about
the regression line Y = -11.1123 + .7606X. If multiple predictions

of small business performance were made from a knowledge of each
individual’s affective reaction scores, one could be confident that
68.2% of the actual performance scores would fall within the
performance mean score (for any given affective reaction score)

+ 7.6925, and that 95.45% of actual scores would fall within that mean

+ 15.3850. This SEE measure represents 14.25% of the total range of
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business performance scores.
'

Within the sample employed in this study, those small business owner/
managers who {ndicated that they were able to cope with entrepreneurial
role stress generally produced a performance superior to those owner/
managers who reported being subjected to more severe stress. The
strength of the measured relationship indicates that affective

reaction is an extremely significant correlate of the quality of

entrepreneurial effectiveness.

On the basis of the data discussed above and shown in Table 451 and

Figure H1, and the statistics calculated therefrom, this hypothesis

is accepted.

Having established that the quality of entrepreneurial performance
and affective reaction are significantly associated, the question then

arises - What are the correlates of auspicious affective reaction?

PROPOSITION B

A significant influence on an entreprenaur's affective reaction, and,

thereby on his business performance, derives from particular aspects

of his personality.

For the purpose of this study certain dimensions of personality have
been isolated, analysed and tested for their possible association with
both the key independent variable {affective reaction) and the

dependent variable. All the aspects of personality thus selected were
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hypothesised to have significant association with both affective
reaction and small business/entrepreneurial performance, and such
hypotheses are supported by the data presented in this study and
discussed on the following pages (Hypotheses 2 to &(b) inclusive).

The degree of statistical association thus <etermincd indicates that
favourable affective reaction to entrepreneurial role stress is
significantly related to the possession of certain personality traits.
While it is accepted that the chain of causal inference may be somewhat
tenuous, it is nevertheless suggested that the personality features
incorporated in this study do influence the mental and emotional state
of individuals, and these states affect both the capacity and propensity
to react favourably and constructively to role stress. This sugcested
causal relationship is made somewhat more plausible by the significance

of the measured corretations.

The proposition is accepted.

. i . . . . .
The higher an entrepreneur's level of achicvement motivation, the more
ﬂnwurable will be his affective reaction to the stress inherent in

his chosen role.

crosstabulation of scores on achievement motivation and affective
reaction (Table G2) indicates a significant relationship. Although

this study has not dissected n-Achievement for the pur_.ose of empirical
analysis, the author strongly suspects certain components of achievement

motivation to be causally related to the ability and inclination to
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cope with stressful situations.

'
The statistic associated with Table G2, indicating the likelihood
of statistical dependence of the two variables, is x? = 351.5221
(with 90 df), by which the nutl hypothesis that the two variables are
independent is rejected at p < .0CI. Affective reaction and n-Achievement
scores correlated .8419 (Figure H2), such co-efficient being highly
significant (p < .001). From these data r? = .7088, indicative that
over 70% of the variance in affective reaction scores is associated
with variance in n-Achievement scores, unexplained variance being
slightly less than 30%. The SEE is 11.2181, which is 16.50% of the

range of affective reaction scores.

These data support the hypothesis that one's general level of achievement
motivation is significantly related to his capacity/propensity to cope
with entrepreneurial role stress. The research literature abounds
with evidence and assertions about the relationship of n-Achievement
and economic development, the proposed intervening variable being
successful entrepreneurial activity. It is the author's contention
that a further intervening variable may have been identified by this
study. The level of achievement motivation and the quality of
entrepreneurial activity are evidently both associated with the
individual's affective reaction to work-role stress. Thereir lies
justification for the inclusion of affective reaction as the key

predictor variable in this study.

From the data compiled in this study, and the statistics calculated

therefrom, the hypothesis is accepted.

e
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Entrepreneurs with predominantly aggressive or detached interpersonal
orientation will have a more favourable affective reaction to role

stress than those with cther proedominant interpersonal response patterns.

As evidenced from the data relevant to Hypotheses 3(a) and 3(c) the
correlations of aggressive and detached interpersonal response scores
with affective reaction scores are .7724 and .5530 respectively.
Compliant interpersonal response orientation scores and affective
reaction scores are negatively correlated at - 4LL6. A1T three

co-efficients are highly significant at p < .001.

on the basis of this evidence, individuals who have developed and
predominantly use aggressive or detached modes of irterpersonal response
tend to have more capacity and inclination to operate effectively in

the entrepreneurial role under conditions of psychological stress.

Atkinson (1857) and McClelland (1961) have implicitly recognised that
high achievers (associated with entrepreneurial tendencies) have both
aggressive and detached orientations, rather than compliant. The
individual with predominantly compliant orientation may prefer to

rise within the organisational hierarchy as "'the organisation man''
(Whyte, 1956). These propositions are supported by the data from

this study. Mean scores for compliant, aggressive and detached
interpersonal orientations are 36.0120, 38.2L00 and 37.164C
respectively, from common scales. With ¢ tests, the difference
between the aggressive and compliant means is significant at p < .005;

between the aggressive and detached means, significant at p < .1 (or

B e~ v =




