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Chapter 1

ENTREPRENEURIAL MOTIVATION:

A Survey of the Literature

The entrepreneur occupies an important place in business-related

research. The attention he has attracted may be due in part to his
economic and social significance and in part to his mythical and patriotic
appeal. The small business ownet-manager has been cited by presidents,

economists, and historians as eritical te economic growth and development
(Hull, Bosley, and Udell, 1980; Kilby, 1971). In the United States, this
economic function of entrepreneurship has complemented a mythical
function, The small businessman has been seen not only as the backbone of
our free enterprise system and economic greatness but also as the symbol
of the quintessential American dream--the self+made man.

THE NATURE OF THE LITERATURE

The literature on entrepreneurship is at the same time rich, diverse,
inconsistent, and suggestive. While this body of literature provides many
tantalizing clues pointing the regearcher in promising directions, its
diversity and inconsistency do not facilitate developing a coherent,
econcistent portrait of the entrepreneur, his characteristiecs, motivation,
and behavioral patterns. Nevertheless, such is the objective of this
review,

Much of the apparent contradiction and inconsistency of the research
findings is due to the fact that researchers have studied very different
groups in very different ways. They have drawn divergent conclusions
because they have peeked at the dynamics of entrepreneurship at different
stages in the process and from different points of view, Some have
examined only successful entrepreneurs, eliminating the vast majority
whose ventures fsil; their conclusions may relate more to the
charcteristics of success than to those of entrepreneurship per se.
Others have explored entrepreneurial potential, categorizing subjects on
the basiz of their expectations of starting a business in the future. The
aceuracy of these gelf-predictions, of esurse, is subjeet to question.
Some researchers have based their findings on pen and pencil tests, others
have used projective techniques, vhile still others have relied on
observation, anecdotes, or depth interviews. )

0f all the issues in the study of entrepreneurship, one of the most
fascinating research questions is, "What or who ie an entrepreneur?” The
very different  ansvers researchers have devised to this question
contribute to the inconsistent and often unrelated research findings.
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Definition of the Entrepreneul

The definition of an entrepreneur has been explored by economistis,
sociologists and business regearchers (see summary in Brockhaus, 1980b).
Mill, for example, Sav the function of risk-bearing as central to the
distinction between entrepreneurs and managers. Schumpeter emphasized the
{nmovative role as critical to entrepreneurship. Taking a different tack,
Weber defined the entreptreneur as the vltimate source of formal authority
in an organization., Brockhaus (1975; 1980b) defined the entrepreneut as a
major owner and manager of a firm which is jndependently owned and
operated and is naot dominant in its field of operatien; he also specified
that the entrepreneur is not employed outside his firm.

The complexity of the definitional issue can be {1lustrated by a
passage in whieh Vesper (1980) deseribad some of the offerings in the
literature:

Although many publications refer to "the' entrepreneur as if there
were only one type, a closer look guickly reveals many. Webster's
definition refers to "ane who organizes, manages, and assumes the
risks of a business or enterprige." Schumpeter added the notion of
innovator and former of mew combinations. Observing that "dictionary
definitions are not very good," Schallenberger  associates
entreprenerus vith a host of synonyms ("bold, venturesome, risk-taker,
doar") versus antonyms ('conforming, conservative, routine'). Leavitt
has offered another distinction by observing, "'what we really need is
the white-hatted entrepreneur; the innovator and relater, the
developer; not the shady, expedient, unethical, black-hatted fellow."
In a 1969 discussion of alternative definitions, Komives suggested
that an entrepreneur is simply one who starts a business, Cole added
that self-employed individuals, such as independent insurance agents,
gshould be included, Bostrom argued to include one who assumes the
finansial risks, and Collins distinguished between independent versus
internal or "administrative" entrepreneuts.

Mescon and Montanari (1981) defined entrepreneuts as founders of new
businesses; they noted that franchising is a new and growing type of
business formation attracting entrepreneuts. Powell and Bimmerle (1980)
alse argued that entrepreneurship is typically taken to mean the creation
of new enterprises. Collins and Moore (1970; see also Collins, Moore and
Unwalla, 1964) also restricted their definition to these who have created
new businesses. Working from the notion ¢f entrepreneurs as lerganization
builders', they distinguizhed between independent and buraaucratic
entrepreneurs, noting that they differ most sharply at the stage of nev
venture creation, While the bureaucratic entrepraneur manipulates
financial and managerial resources with the goal of advancing in the
organization, the independent entrepreneur uses his craft and strikes out
on his own. The two types are reported as differing in family background,
aducation, and early career experiences as well ag in role conceptions and
relationships to organizations.
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Webster (1975 and 1976) also distinguished between what he called
independent and administrative entrepreneurs and foeused on the former.
He refuted the didea that the entrepreneur is typically a rigk-taker and
proposed that he i= more likely to be a risk-aveoider and, to the extent
that he develops new and risky opportunities for investors, a
risk-creator.

A Model for this Review

In an attempt to 1lmpose some order on this complex and loosely
structured bedy of literature, it is useful to assume some model of
entrepreneurial motivation and behavior. The model underlying thie review
focuses on the entrepreneurial process at the point at which an individual
faces the question of whether or not to operate a business of his own.
Factors precipitating this decision point could include inheritance of a
family firm, loss of a job, or growing dissatisfaction with an existing
job. The central question, of course, is why some people facing this
decision choose to embark on a new venture vhile others answer "no" and
seek another job or merely cope with the existing situation. This model
proposes two types of inputs into the decision. Internal factors include
psychological rharacteristics, experience, and demographics. External
factors include resources and constraints, such as the availability of
financing, the extent of family obligations which could diminish
risk-taking, and the availability of support, including personal emotiomal
support as well as help from government, aducational, and technical
assistance programs. Figure 1 below illustrates the model which underlies
this survey.

MAJOR MODELS IN THE LITERATURE

Before examining the literature related to specific components of thie
model, it will be helpful to "set the stage" by reviewing several major
pieces of research in the field. They will help demonstrate the
interaction of wvarious model elements, and their widely different
approaches will suggest the diversity of the literature.

Cultural and Peisonal Backgrounds of Entrepreneuts

One of the most dramatic characterizations of entrepreneurs was drawn
by Collins and Moore (1970; sgee aleo Collins, Moore, and Unwalla, 1964) on
the basis of their study of men who created their own manufacturing
enterprises between 1945 and 1958 in Michigan. The researchers relied on
depth interviews and projective techniques and compared their sample of
white male entrepreneurs to & sample of business leaders in corporations
and to the adult male population of Michigan. The entrepreneurs emerged
as a group alienated from their families and major social institutions
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Figure 1

FACTORS INFLUENCING THE ENTREPRENEURIAL DECISION

following represents & brief outline of the factors which have an

impact on the entrepreneurial decision.

A,

B.

C.

Precipitants of a Free Decision Period
"push" - dissatisfaction with previous job
displacement (firing, lay off,
separation from service)
Inheritance of family firm
Identification of needed product, market,
innovation, etc.

Internal Factors in Decision Process

Childhood experiences

Exposure to role models

Demographic characteristics (age,
education)

Psychological traits
--loeus of control
-=need for achievement
-cattitude toward authority
--pick-taking propensities
--need for independence

External Factors in Decision Process
Constraints

-=familial obligations

a=financial limitations
Regources

~--finaneing available

==gupport of others

--gupport from programs




and unwilling or wunable to adjust to 1ife in large organizations. They
were more likely than corporate executives to be immigrants, and their
childhoods were stormy and stregsful, filled with crigses and dominated by
deprivation and by threatening and non-supportive adults. Many were
forced by poverty or absent ot non-guppertive fathers to be on their own
early. Compared to business lasders, whose fathers were more likely to be
executives, entreprensurs were mere likely to be sons of small business
owners, farmers, or skilled or unskilled workers. While better educated
than the general population, antrepreneurs ended their formal schooling
earlier than did business leaders. This pattern may reflect their
inability or refusal to cope with large {nstitutional systems; it would
also tend to cut them off from advanced positiens in established
businesses,

Collins and Moore observed that the entrepreneurs spent time early in
their careers in either drifting or ghort-term relationships with
mentors. These experiences taught bagie technical skills, including
deal-making, and an orientation to human relations as short-term and
transactional. Tmmediately prior to embarking on their own ventures, the
entrepreneurs reached a crisis point in which previous patterns and roles
broke deown, They left military service, were unemployed, or reached a
point at which they could not continue to accommodate the demands of
working for others. This ecrisis brought both freedom and insecurity.
Some, who had learned to distrust others and external organizations as
sourcags of security, saw the creation of their own business as a means of
gscape from a life that had betrayed, that had promised but not delivered
protection and ececurity. It was an optien for those unable to accept the
authority of others, particularly of strong male authority figures. While
lacking strong mobility or advancement naeds, the entrepreneurs were gaern
by the researchers as driven by their own relentless standards to be
hatdworking to the point of overextending themselves.

Displaced Persons

Shapero's (1975) description of the entrepreneur demonstrates the role
of both external and internal factors in entrepreneurial action. Focusing
on these who start new ventures, he deseribed most entrepreneurs as
vp.P.'s, or displaced persons who have been disledged from some nice,
familiar niche and tilted off course” (1975, 83). Most causes of
displacement are mnegative, guch as firing or blocked opportunities for
advancement. However, the cause also may be {nternal, such as the
realization that one does neot want to continue on the same path for the
rest of one's life. How a person responds to the forces of displacement
depends in large part on individual characteristics. Among those
characteristics cited by Shapera Aas typical of an entrepreneut are the
need for independence and an internal locus of control. Discunged in
detail in a later section, such a belief means an expectation that the
outcomes 4in one's 1life will be determined primarily by one's actions
rather than by chance or powerful othetrs. Shapero described those with an
{nternal locus of control as self-reliant, desiring independence and
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autonomy. The potential entrepreneut must also perceive the risks as not
overwhelming and must be able to see himself undertaking the venture.
Exposure to role models, parents or others whe owned their own businesses,
can help engender & belief in the credibility of such ventures, Other
characteristics obgerved by Shapero are membership in specific ethnic
groups  and experience in emall rather than large corporate units.
Finally, rtesources are critical: most venture capital, he noted, is
supplied by entrepreneuts rhemselves or their friends or relatives.

The Role of Dissatisfaction in Entregreneuria; Motivation

Draheim (1972) and Susbauer (1972) reported that diesatisfaction with
previous work is a major facter contributing to the decision to start
one's own business several years before Shapero identified it ag a source
of displacement. Some of the major work related to this variable has been
conducted by Brockhaus (1980a) and Brockhaus and Nord (1979). They
ctudied three groups of thirty-one members each: entrepreneurs whe had
recently opened their own businesses, managers who had recently changed
positions within an organization, and managers who had recently changed
organizatiens. Brockhaus and Nerd (1979) identified two discriminant
functions useful in distinguishing samong the groups. The elements of
those functions ineluded:

educational level

years of residence in the local area

fear of dismissal from a previous position

number of places of prior employment

satisfaction with the promotional opportunities of the
previous job. :

Compared to promoted managers; entrepreénaurs had lived in the local area
longer, had less formal education, and saw 1egs likelihood of promotion in
their previous Jjobs. Compared to managers whe transferred, entreprenelrs
had less educatien and had worked in fewer other jobs. This combination
of factors suggests that entrepreneurs faced jewer opportunities for
cuccess in established firme. The researchers found suppert for what they
termed a modfified "push' theory, which factors the decision to start a
new firm into two steps: the decision to leave previous employment (due
to dissatisfaction) and the decision of what step to take (based on
perceived opportunities in existing firms versus & nev owned £irm).

in tresearch reported by Brockhaus (1980a) the Job PDescription Index
developed by Smith, Kendall, and- Hulin was used to assess job
dissatisiaction. Except for the anticipated finding that managers who
recently changed Jjobs within an organization, usually as a result of
promotion, gave their previous jobs the highest ratings for oppertunities
for promotien, the three groups did not differ significantly on the job
dissatisfaction scales. However, when the scoTes for the entrepreneurs
were compared to the normative data developad by Smith, Kendall, and
Hulin, entrepreneurs Were found to be generally legs satizfied, and the




Jeb element with which they were least satisfied was the actual work
itself. Brockhaus labeled this "a major scurce for a 'push' from one's
job" (1980a, 41), especially when one is alsc dissatisfied with co-workers
and supervision and does not believe promotion to a better position is
likely.

Clearly, of course, dissatisfaction is not peculiar to entrepreneurs.
The transferred managers may also have been unhappy; why did they choose
jobs in other firms while the entrepreneurs opened their own firms?
Brockhaus ventured an explanation: entrepreneurs have become so
dissatisfied that they feel it is unlikely they will he gble to gain a
satisfactory position in another firm. To substantiate his "push" theory,
he noted that 59 percent of the entrepreneurs had a desire to start their
own firms before they had a product or service idea, while only 15 percent

had the idea first. This, he argued, suggests that entrepreneurs are
pushed from their previous jobs rather than pulled by attractive business
opportunities.

In a subsequent article, Stoner and Fry (1982) questicned the
applicability of such theories to entrepreneurs who had done well at
previous jobs and for whom the primary influences on the decision to
launch a new venture were the desire for challenge, opportunity, and a
chance to capitalize on previous experience. Their research suggests a
factor that distinguishes betwean those who Fit this modal and those who
are consistent with Brockhaus's theory is whether the new venture started
by the entrepreneur is similar to or different from the kind of work
performed in the previcus job, Stoner and Fry found that those who
founded new businesses similar to their old work were more satisfied
overall with the previous job than those who launched new firms in
different lines. Those who began "similar" businesses also had gpent
significantly more years in their previous jobs. The two groups differed
significantly in their reasons for leaving their previous jobs. Those in
the "similar" group more often cited reasons related to a desire for
freedom and independence and greater income potential; they were drawn by
entrepreneurial opportunities and growth prospects. By contrast, those
who started "different" businesses were more likely to cite reasons
related to dissatisfaction with the previous job, including lack of
promotional opportunities, economic dissatisfaction, and frustration or
conflict. Stoner and Fox concluded that while dizgatisfaction with actual
work in a previous job may be an impetus to entrepreneurship, as Brockhaus
proposed, the converse was not upheld. "Underlying job dissatisfaction
does not appear to be a critical and necessary condition of
entrepreneurial motivation" (1982, 43).

Liles's Model of Decigion-Making

Patrick Liles (1974) dealt with Job dissatisfaction as one of many
variables 4{n his fairly complex model of entrepreneurial motivation, which
pulls together several of the research suggestions discugsed above, Liles
identified three types of potentially attractive ventures. The first is a



unmanageable risks, Several mnoted, however, that in retrospect they
believe they did not fully appreciste the risks at the time; assessing the
rigks from their current perspective, they noted, makes them "feel sick",
Several self-employed members demonstrated a philosophical attitude toward
the risk they assume: experience has taught them that the risks, crises,
and set-backs they encounter can be weathered and survived.

Much of the literature on risk-taking propensities has focused on the
telationship with need for achievement. McClelland (1961) and Atkinson
(1857) proposed that a high need for achievement tends to be associated
with a preference for moderate degrees of risk. When the probability of
success 1s moderate, the value of skill is most important in the outcome
and the feeling of achievement following success is likely to be
greatest. :There is some evidence that entrepreneurs prefer moderate
degrees of risk, but so do people in general. Mancuso (1075) found that
established entrepreneurs tend to be moderate risk-takers, but Brockhaus
(1980b) did not find entrepreneurs different from two groups of managers.
The lack of any difference, he suggested, may be due to the fact that a
preference for moderate risk is a component of any managerial job. Hull,
Bosley and Udell (1980) found that a scale related to risk was the most
useful in differentiating between entrepreneurs and non-entrepreneurs
(whether the distinction was based on involvement in creation of a
business or simply on ownership) and in predicting entrepreneurial
intentions. The creativity/risk scale developed by Hull, Bosley and Udell
was adapted for use in the mail survey, and entrepreneurs were found- to
exhibit  slightly higher propensities for risk and creativity than
nofi-entrepreneurs,

Some focus group participants summed up in layman's terms the internal
factors which may be associated with the decision to enter

self-employment, The traits that make an entrepreneur, they said, are an
"inherent part" of one's personality, a combination of drive,
inquisitiveness, "guts", a willingness to take risks, and an inclinatioen
for 'wheeling and dealing". Several membars felt that these

characteristics are not limited to the self-employed but slso are found in
entrepreneurs employed by others or in large organizations.

External Factors in the Decision Process
_"_"'_""_-l-ﬂ_——_"_____.‘__-_b

External factors are those outside the individual which have an impact
on the cheice made during the free decision period. They ineclude both

negative factors -- constraints which ereate impediments to the choice of
entrepreneurship -- and positive factors -- those which facilitate the
transition to self-employment. Three major types of factors can be

identified: familial, financial, and other resources.

The wishes of the immediate family may be a major eonsideration to a
person considering self-employment. The willingness of family members,
especially the gpouse, to accept the financial risks, the potentially long
period before financial rewards are assumed, and the significant demands
placed on time and energy by self-employment may weigh heavily in the
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of various good and bad events occurring. The second is the perceived
consequences of those events, and the third is the perceived seriousness
of those consequences, The individual's perception of risk will influence
how he responds as he seriously considers a new venture. Liles has
identified four types of risks faced by entrepreneurs:

1. Financiel risk: the risk of loss of income and savings, and the
ultimate risk of bankruptcy.

2. Career risk: the risk of being unable to find another job if the
venture fails.

3. Family risk: the risk that the family will suffer as energy,
time, and emotions are diverted to the new business.

4, Psychice risk: the risk that failure of the venture will reflect
on and shatter the one or very few persons with which it is
closely ddentified. As Liles noted, the entrepreneur himself is
always one of the reasons when a business fails. A failure can
destroy self-confidence and with it the ability to function in
career and personal life.

These summaries of masjor research reports have provided a context
within which to consider the entrepreneurial decision. The findinge cited
tend to clarify some of the precipitants of the moment of decision and
shed some light on the factors which lead entrepreneurs facing a decision
to elect a new venture. In the following section some of the major
variables that research suggests may be characteristic of entrepreneurs
are examined in detail.

SPECIFIC VARTABLES AFFECTING THE ENTREPRENURIAL CHOICE

Psychological Variables

In this section several major - psychological variables will receive
detajiled attention, They include achievement motivation, locus of
centrol, and risk-taking propensity. Less specific discussion of several
other varigbles identified by researchers iz alse included.

Achievement Motjvation. The work of David McClelland (1961, 1965, and
1966; McClelland and Winter, 1969) focused attention on need for
achievement as a key characteristic of entrepreneurs. McClelland observed
three personality echaracteristics frequently present in entrepreneurs, a
group in which he included officers of large firms and salesmen as well as
business owners. He never connected achievement motivation directly with
the ownership of a business. These three characteristics were:
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1. A strong need for individual responsibility.
2. A strong need for achievement.
3. A strong success orientation.

McClelland (1966) went on to note that businessmen tend to score high
on need for achievement, or nAch, especially if they have real respon-
sibility or are salesmen. Among the characteristics of persens high in
achievement motivation are:

1. A concern with personal achjevement rather than with the
rewards of success per 5e.

Z. A tendeney to set moderate, achievahle goals.
3. A dislike of gambling.

4. A propensity to spend time thinking about how to do things
better.

5. A strong preference for work situations in which they
recejive concrete feedback on how they are deing.

A need for achievement develops in response to speciazl training from
parents who set moderately high achievement goals for their children but
who are also warm, encouraging, and non-authoritarian in helping the
children treach these goals. The contrast between these parental roles and
the reports of parents eof entrepreneurs described by Collins and Moore
(1970) must be noted. MeClelland and his colleagues also found that
training which purports to develop achievement motivation in adults
appears to be fairly successful; those who participated ir such training,
stressing goal setting and self-understanding, performed better in terms
of earnings, promotions, and business expansion than comparable men who
did not take the course. (See also Patel, 1975, concerning achievement
training.)

Although nAch 4= usually measured using individually administered and
hand-scored projective tests, early research focused heavily on it as a
characteristic of entrepreneurs. Komives (1972) found entrepreneurs score
high on achievement and decisiveness, for example. Using Lynn's (1973)
scale of achievement motivation, Borland (1975) and Hull, Bosley, and
Udell (1980), however, found nAch to be a weak or ineffectual predictor of
stated intentions to open one's own business. Overall, the relation of
need for achievement to entrepreneurial tendencies is inconclusive,
especially 4f entrepreneurs are defined as those who own and operate their
own ventures,

Locus of Control. The concept of locus of control seems to have much
greater potential for shedding light on the characteristircs and behavior
of entrepreneurs. The concept derives largely from the work of Rotter
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(1966), which in turn is based on social learning theory. Basically,
Rotter defined locus of control as a generalized expectation for internal
or external control of reinforcement. A person is considered to have a
belief in external control if he perceives that reinforcement follows but
i= not entirely contingent on his own actions; typically he believes that
the reinforcement is the result of chance or luck, is unpredictable, or is
under the control of powerful others. In contrast, a belief in internal
control is said to be characteristic of a person who "perceives that the
event is contingent upon his own behavior or his own relatively permanent
characteristies" (Rotter, 1966, 1). In other words, a person with a
belief in internal control sees himself as able to contrel the outcomes he
experiences--the reinforcements are contingent on his own actions.

Rotter saw that the idea of a generalized expectancy has clear
implications for behavior. Compared to a person with a more internal
locus  of control, when a person who believes in external econtrol
experiences reinforcement, the experience is less likely to increase his
expectancy of future reinforcement. When he fails to receive
reinforcement, he is less likely to reduce his expectations or to move
away from the behavior. For a person with an internal locus of control,
however, the perceived relation of behavior and reinforcement is much
closer, and expectancies are more directly influenced by reinforcement.
Rotter noted that compared to an "external", an "internal" is more alert
to environmental clues which might be useful information for future
behavior, and he is more likely to take steps to improve his environmental
conditions. As he sees a relation between ability and reinforcement, he
places greater value on skill or achievement reinforcement and generally
is more concerned with his ability, especially his failures.

In his summary of 1literature on locus of control, Lefcourt (1982)
observed that the research indicates internsls are generally more
perceptive to and ready to learn about their envitonment and are more
curious and efficient processors of information, Magsud (1980) observed
that internality inereases with age, and that internal children tend to
have more realistic aspiration levels.

Rotter (1966) found that the degree of internality of locus of control
seems to be associated with socio-economic status (SES), with the lower
class generally more external than the upper or middle classes. Lefcourt
reported on research which suggests that perceived control is positively
associated with access to opportunity, "These who are able, through
position and group membership, to attain more readily the valued outcomes
that allow a person to feel peraonal satisfaction, are more likely to hold
internal control expectancies" (1982, 31).

Part of the observed relationship of SES and internality may be traced
to the antecedents of Jlocus of control beliefs, The development of an
internal expectancy depends on access to opportunity for contingent
responses at home and in the larger social setting. The environment must
be responsive and fair, nurturing but not suffocating., An "attentive,
responsive, eritieal, and contingent environment is a percursor of the
development of an internal locus of control" (Lefcourt, 1982, 146).
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The relation of locus of control beliefs and need for achievement has
challenged many researchers. Rotter (1966) noted that the work of
McClelland and Atkinson suggests that individuals with high achievement
motivation probably have some belief in their own ability to determine the
outcome of their own efforts. He noted that research has generally
supported the expected relation between internality and high need for
achievement (see McGhee and Crandall, 1968; Gurin, Gurin, Las and Beattie,
1969; Lao, 1970; Stake, 1979). While most empirical studies have foeused
on academic performance, the intuitively appealing relation between
internality and achievement-related behavior and delayed gratification has
yielded inconsistent results (Lefcourt, 1982),

Rotter's research yielded a twenty-nine item scale which was
ideclogically oriented (focusing on beliefs about the gensral relation of
people’s  behavior and outcomes, rather than on beliefs about the
individual's own 1life). Rotter's conclusion that this generalized
expectancy is predictive of logical behavioral construct referants and can
be measured reliably stimulated considerable research on its relation to
entrepreneurial tendencies. Brockhaus (1975) explained the intuitive
appeal of & connection between the two: a person with an internal locus
of control tends to believe that he can affect the success or failure of
his ventures, that he can be responsible for outeomes. Without this
belief he would be unlikely to expose himself to the relatively stiff
penalties of failure. Thus, one would expect entrepreteurs to believe in
an internal locus of control, and the research has tended to bear this
out. The development of simplified and abbreviated I-E scales has helped
te facilitate research (Tudor, 1972, for example). King, Murray, and
Atkinsen (1982) reported on a four-item scale developed at the University
of Michigan Survey Research Center and used extensively in surveys of the
United States population.

Brockhaus (1975) studied the relation of entrepreneurial intentions,
perceived locus of contral, and participation in a graduate business
course in entrepreneurship. He used both ideological and perscnal coentrol
scales as well as the I-E (internal-external) total score. He found that
locus of control mey be a good predictor of intentions. Further, the
personal scale was a better predictor than the ideological scale, but the
total score worked best. Interestingly, he found that taking the
entrepreneurial course did not change I-E scores. In diseussing the
limitations of his researh, Broeckhaus noted that because the subjects were
MBA students, the results were probably biased in thke direction of
internality, Most students probably enter MBA programs in the belief
their actions--going to school--will affect future success. Further, the
fact that Brockhaus's gubjects had selected an entrepreneurial course also
may have introduced some bias.

In her study of entrepreneurial intentions of business school =tudents
at the University of Texas, Borland (1975) used Levenson's Locus of
Contrel Scales. She found significant differences in internality of locus
of control between students who expected to start their own businesses and
those who did not. Her findings also suggest some interaction between
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locus of control and achievement motivation. Among students with
relatively low achievement needs, those with more highly intermal locus of
control beliefs had greater expectancies of starting their own
businesses. Among those with relatively high nAch, however, the degree of
internality was unrelated to the expectancy of starting a business.

In research conducted at the University of Oregon in gonnection with
the National Science Foundation's Innovative Center Experiment, Hull,
Bosley, and Udell (1980) also relied on Levenson's Locus of Control
Scales, They included subscale P, which relates to intemmality, in the
forty-one item, seven scale questionnaire they developed to elicit an.
interim, substitute measure of the proportion of students who would become
entrepreneurs. They found no relation between internality and
entrepreneurial intentions ot experience.

In contrast, Brockhaus (1980a) found internal locus of control and
general dissatisfaction with the previous job to distinguish successful
from unsuccessful entrepreneurs three years after the founding of their
buginesses. The successful entrepreneurs reported more internal belief
structures; they were alsc more likely to be married and were younger than
the unsuccessful entrepreneurs. In an study based in India, Paney and
Tweary (1979) studied the locus of control scores of applicants for
funding for small businesses; the committee deciding on approval for
funding based their decisions on their determination of the
entrepreneurial potential of applicants, The researchers found that
successful applicants showed more internality in their I-E scores than did
unsuccessful applicants.

In other research, Brockhaus and Nord (1979) found that locus of
control did not distinguish entrepreneurs from managers who transferred or
were promoted recently, but all were more internal than the general
population on which scores are available. Similarly, in their study of
fifty-one real estate brokers, Mescon and Montanari (1981) found that
entrepreneurs tended to earn locus of contrel acores which were very
internal in comparison with national sample norms.

Rigsk-Taking Propensities. The notion of risk also has been central to
the research into entrepreneurship. McClelland (1961) and Atkinson (1957)
proposed a relationship between high need for achievement and a preference
for moderate probabilities of success. They hypothesized that in this
range skill i1is most iImportant in determining outcome and that the
potential for feelings of achievement baxed on .the exercise of skill is
greatest, Touhey and Villemez (1975) further explored the relation of
achievement motivation and risk preference. They found that independent
of level of need for achievement, atudents low in task ability
consistently selected more intermediate risks than high-ability subjects.
These findings were inconsistent with the more frequently proposed model
in which persons with strong achievement needs prefer intermediate levels
of risk, as outcomes under these conditions provide the most information
about personal attributes and abilities. Low nAch persons, on the other
hand, were predicted to prefer either high or low levels of risk, which
provided more information on task than on personal characteristics.
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Davidshofer (1976) attempted to relate risk preferences and vocational
choice in his study of undergraduates. Subjects were classifed as high or
low risk-takers on the basis of three measures. They were asked to rate
occupational titles on their perceived szuccess potential and probable
income, both risk proxies., Finally, subjects were asked to indicate their
vocational choices from 1lists of occupations. No relation was found
between risk-taking preferences and vocational choice. The latter, of
course, was measured only by self-reported intentions in adolescence, not
by adult behavieoral choices.

Mancuso  (1975) noted that established entrepreneurs tend to be
moderate risk-takers. He did not, however, provide empirical support for
this assertion, nor did he address the issues of what risk-taking
preferences were operational at the time of the decision to start a firm
or of what prerequisites characterize entrepreneurs who do not succeed or
become established.

In his discussion of the risk-taking propensities of entrepreneurs,
Brockhaus (1980b) noted that a preference for moderate risk may be 2
function ef the managerial component of any job; if so, entrepreneurs will
not differ from other managers whose jobs involve entrepreneurial
functions without ownership. (Concerning preferences for moderate risk,
see also Schollhammer and Kuriloff, 1979; Powell and Bimmerle, 1980: and
Vesper, 1980.)

Brockhaus defined the propensity for risk as the situation
characteristically facing a potential entrepreneur as he confronts the
decision of whether or not to launch a new business. The propensity for
risk is the "perceived probability of receiving the rewards associated
with sguccess of & proposed situation, which is requirad by an individual
before he will subject himself to the consequences associated with
failure, the alternative situatjon providing less reward as well as less
severe consequences than the proposed situation" (1980b, 513).

In his study of new entrepreneurs and newly premoted and nevly
transferred managers, Brockhaus used the Kogan-Wallach choice dilemma
questionnaire, which elicits probability preferences in twelve
hypothetical situations. There were no significant differences in the
scores of the three groups, nor did the entrepreneurs differ significantly
on this risk preference measure from the undergraduates studied by Kogan
and Wallach. The researcher concluded that the distribution of
Tisk-taking propensities among entrepreneurs mirrors the distribution
found in the general population. He noted that this deviates from widely
reported findings that entrepreneurs are the more moderate risk-takers.
This is not to say that entrepreneurs do not prefer moderate risks--over
64 percent of those studied by Brockhaus had preferences for moderate
rigk--but the same pattern is true of people in general--68 percent of the
population would be expected to fall into the moderate range on risk
preferences, Brockhaus concluded that, 'the level of risk-taking
propensity does not distinguish nev entrepreneurs from managers or from
the general population" (1980b, 519).
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In contrast, 4in their study of University of Oregon alumi, Hull,
Bosley, and Udell (1980) found a four-item scale related to risk to be the
most useful in distinguishing between those who had and those who had not
owned & business, had and had not been involved in the ereation of a new
business, and did and did not expect to start a business in the next three
years.

Palmer (1971) added a slightly different twist to the subject of

risk-taking propensities. He described the entrepreneurial function as
involving risk measurement and risk-taking within a business or
organization. He recommends that testing of entrepreneurial potential

address the perception and handling of risk; he identified specifically
the willingness to deal with uncertainty and the area of decigion-making
under uncertainty as warranting attention.

It must be noted that the studies of risk-taking propensities deal
with only one of the three components of risk salient to entrepreneurial
decisions. The other two, the perceived possibility of failure and the
perceived consequences of failure, may be more a function of environmental
conditions, including the availability of information and role models,
than of internal personal characteristies.

Other Variables. Hornaday and Aboud (1971) used a battery of
objective tests with a sample of successful entrepreneurs who had started
new businesses which lasted at least five years and which employed at
least eight persons. Their goal was to identify factors which would
distinguish successful entrepreneurs from people in general. They found
that compared to men in general, successful entrepreneurs scored
significantly  higher on scales related to nAch, independence and
effectiveness of leadership and lower on need for support. On subjective
self-ratings, entrepreneurs: rated themselves significantly above average
on nAch, self-reliance, competitiveness, initiative, confidence,
versatility, perseverance, resiliance, innovation, and physical health.

From his study of three hundred entrepreneurs in the Northeast,
Mancuso (1975) concluded that entrepreneurs tend to be high achievers and
moderate risk-takers who calculate their risks and are aware of the
consequences of failure. Their primary motivation for starting their own
bugsinesses was a need to be independent. Typically these men could not
work. for anyone else and had to be the boss. This is consistent with
Collins and Moore's (1970) finding that the entrepreneurial personality is
characterized by an unwillingness to submit to authority. Interestingly,
Mancuso found that the pattern of entreprensurial traites tended to become
evident by high schoel or college age and manifested itself in business
sidelines undertaken at that age.

Based on his analysis of entrepreneurs of new, high-tech firms, Cooper
(1973) proposed that the characteristics of the entrepraneur are one of
three sets of influencez on the decision to start a new firm. The other
two components are influencesz related to the "incubatoer organization" in
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which the entrepreneur worked previously and external factors. Among the
salient personality variables Cooper observed were higher than average
scores on achievement, leadership, aesthetic and theoretical orientation,
and lower than average scores on religious orientation, need for support,
practical mindedness, and need for conformity. The entrepreneurs also
demonstrated a more single-minded devotion to their careers than wvas true
of hired executives.

Other Personal Characteristics

Researchers studying entrepreneurship have examined several other
variables which are not psychological traits but nevertheless are
characteristic of individuals. In his study of three hundred
entrepreéneurs, for example, Mancuso (1575) identified s tendency for them
to be the first born in their families. Numerous researchers have pointed
out that entrepreneurs tend to have had fathers who were small business
owners, farmers, or independent professionals (Collins and Moore, 1970;
Cooper, 1973; Robetts and Wainer, 1971; Shapero, 1971; Susbauer, 1969).
Borland (1975), for example, found that the most impertant variable in
predicting gradvate business students' expectancy of becoming busines
owners was whether or not their fathers had started companies. The
importance of access to other role models whese experiefice makes small
business ownership seem credible alss hag been discussed (Cooper, 1973;
Lamont, 1972; Shapero, 1971; Susbauer, 1972).

Age at time of the entrepreneurial decision has been studied
frequently (Howell, 1972; Liles, 1974; Shapero, 1971). Cooper (1973)
found that most entrepreneurs in new, high-technology firms were in their
thirties when they started their firms. Mancuso (1975) noted a tendency
for this age to become younger. He found that mest of the entrepreneurs
he studied started their firms while aged 30-35 in the late 19%60's and
early 1970's. He noted that this represented a decline in age in the last
twenty years and predicted that in the 1980's the twenties would be the
most characteristic age for starting newv ventures. The findings regarding
educational level have differed greatly depending on the group studied and
the date of the research. Mancuse (1975) found that most entrepreneurs in
his sample had received masters degrees, and Cooper (1973) determined that
most entrepreneurs in the new, high-tech firms he studied had at least a
B.S. In comparative studies, many researchers (Brockhaus and Nord, 1979;
Collins and Meoore, 1970) have found entrepreneurs to be laczs well educated
than business managers in larger organizations,

Mancuso (1975) also addressed the marital status of the entrepreneurs
in his sample. He found that most of the successful men had exceptionally
supportive spouses. Those whose wives were not supportive were likely to
have seen their marriages end in divorce.

The wvast majority of entrepreneurs are white males, and few studies
have explicitly addressed the issue of minority or female
entrepreneurship. DeCarlo and Lyons (1979) compared minority and

. B . . - . S L R
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non-minority female entrepreneurs and found them to have a great deal in
commor . There was a pattern of difference on some test scores with
non-minority entrepreneurs scoring higher than their minority counterparts
on needs for achievement, support, recognition, and independence and lower
on needs for conformity and benevolence. Compared to non-minority
subjects, the minority women tended to have started their businesses
somewhat later in 1life and more often alone and had somewhat lower
educational levels, although these levels were still higher than those of
the female population in general.

VETERANS STUDIES

A recent search has uncovered no research vhich examines the specific
question of entrepreneurship among veterans. There are, however, two main
areas of immediate relevance to the current preject. The first examines
the relationship between military service and subsequent attitudes and
adjustment of wveterans, The second sddresses the relationship between
nilitary service and occupational and earnings patterns.

The research of Schreiber (1979) can be taken as representative of the
first group. He examined the enduring effects of military service on
attitudes in several areas: trust in government, international
affairs/cosmopolitanism, and authoritarianism-related, violence-related,
and military-related opinions. He found that for World War II and Vietnam
veterans, "except for military-related opinions, the data do not indicate
enduring effects of military service in terms of systematic and
significant opinion differences between veterans and non-veterans'
(Schreiber, 1979, B824). Thorn and Payne (1977) found that those with
armed forces experience expressed more disapproval of unethical behavior
than did those without such experience.

Considerable attention has been directed to what some researchets
consider the wunique conflicts and stresses faced by Vietnam-era combat
troops and the evidence of post-traumatic stress-related syndromes among
veterans of this period. Thienes-Hontos, Watson and Kucala (1982)
identified wsome of the factors other researchers have cited as related to
the alleged incidence of post-traumatic stress disorder among Vietnam
vets: akepticism over the value of the war, the apecial combat conditions
encountered, the public's response to the veterans, drug abuse, and the
constricted economy to which they returned. The reseatrchers studied 58
Vietnam and Korean war veterans hospitalized for psychiatric problems
within 9-36 months of their return from the war zone. They found that
stress disorder was not unique to nor inordinately common among the
Vietnam wveteran group. One may question, of course, the extent to which
findings can be generalized from a sample of paychiatric in-patients to
the veteran populations in general.

Strayer and Ellerhorn's (1i975) study of Vietnam veterans indicated
that heavy combat involvement tended to be associated with adjustment
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problems. However, those with higher goal orientations had 1less
adjustment difficulty, a higher rate of employment, and more positive
self-concepts, and were more likely to be internals on the locus of
control scales. Pilisuk (1975) suggested that Vietnam veterans were more
likely to come from poor and working elass backgrounds while their
wealthier, upper class counterparts received college deferments.
Nevertheless, both faced the same social issues and general attitudes
toward government not determined by war participation. Pilisuk also found
low utilization of GI Bill entitlements among Vietnam veterans.

Many studies have addressed the economic effects of military service
on subsequent civilian employment. The research findings have conflicted
(see summaries in Little and Fredland, 1979; Martindale and Poston, 1979),
but there has been a pattern of evidence that in the short run military
service has a negative effect on earnings, but long-run studies suggest
that sgervice enhances socio-economic status, especially for minority
groups, for whom military service may be a "bridging environment". This
has been seen among World War II and Korean war veterans. For Vietnam
veterans, however, the tendency has been toward a negative or neutral
effect. The study by Little and Fredland (1979) focused on veterans'
earnings in 1966, some 15-20 years after service; the findings suggested
that military service had a positive effect, independent of training
received, especially for minority groups. Using 1970 Census data,
Martindale and Poston (1979) found that black and Mexican-American
veterans tended to have higher incomes than non-veterans of the same races
and were better able to convert their compogitional characteristics, such
as education, into earnings. This trend was less striking for Vietnam-era
veterans than for veterans of World War II or the Korean War. Among
whites, wveterans who served in World War II or the Korean era had higher
incomes than non-veterans in their cohorts, but the pattern was reversed
for Vietnam veterans.

CONCLUSIONS

This review of the literature suggests several key variables which
should be considered for inclusion in a survey of business scheool
graduates to assess entrepreneurship. In developing this list it is
important to keep in mind, of eourse, that the research to date is by no
means unanimous in substantiating that these variables are assoclated with
entrepreneurial motivation. Rather, the literature suggests that they may
be promising avenues to explore, and sufficient Justification exists for
their inclusion in the survey,

The following 1list identifies the more promigsing candidates for
inelusion. Where appropriate, definitions are provided., Operational
definitions will be developed as the survey design process continues.
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Descriptive Information
1. Respondent Profile

2.
bt
C.
d.
€,

Age

Sex

School from which degree received
Type of degree (e.g., BBA, MBA)
Year degree received

2. Veteran Status

a.
b.
CI

Served on active duty
Years of service
Combat experience

3. Career Path

Current position

Number of years of full-time work experience

Number of different organizations worked for

Size of organization currently employed by
Entrepreneurship

1. Has respondent ever owned his own business?

2. Age at time of first entrepreneurial undertaking
3. Does raspondent now own business?

4. Would respondent like to own his own business?

Variables Related to Entrepreneurial Motivation
1. Exposure to role models

.

Was a parent a small businessman or independent
profesgional?

2. Paychological variables

Need for achievement: the extent to which the respondent
is strongly motivated toward achievement and derives
personal emotional satisfaction and need fulfillment from
achievement. Lynn's scale will be considered for use.
Locus of control: the extent to which the respondent sees
the outcomes and reinforcers in his life as contingent on
his own actions as opposed to on fate, luck, or powerful
others. Levenson's scale will be consideraed for use.
Risk~taking propensities: the extent to which the
respondent sees himself as willing to take various degrees
of risk. The scale used by Hull, Bosley and Udell will be
considered for inclusien.

Attitude toward authority: the extent to which the
respondent is willing to work for and accept the authority
for others.

Need for independence: the extent to which the respondent
needs to or wants to work for himself and to be his own
boss.
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"Push" theory factors

b.

Is respondent satisfied in current job? (Or, if respondent
is now or was self-employed, was he satisfied with the job
he held before going into business for himself?)

If respondent is now or was self-employed,immediately
before going into business for himself, had he lost a job,
left the service, ete?

External factors

Constraints
1. Family situation (marital status, number of children)
" 2. Does respondent see financing for small business as
available to him?
Resources

1. Financing (same as above)

2. Does respondent feel family members or others would be
supportive of entrepreneurship?

3. Does respondent see support as available from
government  programs, business  schools, and other
sources?



21

BIELIOGRAPHY

Allen, Louis L., ‘"Executive Self Selection in Small Businesses,"
Management of Personnel Quarterly, Summetr 1965.

Atkinson, J.W., ‘'Motivational Determinants of Risk-Taking Behavior,"
Psychological Review, 1957.

Baumback, Clifford M. snd Mancuso, Joseph R., Entrepreneurchip snd Venture
Management. Englewood Cliffs, New Jersey: Prentice-Hall, Inc., 1975.

Bendit, Robert L., "Working witﬁ the Entrepreneur," Periodic Reports No.
47, August 1970,

Blaylock, K.D., "A Method for Studying Perception of Risk," Psychological
Reports, December 1981.

Borland, {andace, "Locus of Control, Need for Achievement, and Entrepren-
eurship,"” doctoral dissertation, The University of Texas, 1975.

Brockhaus, Robert H., "The Effect of Job Dissatisfaction on the Decision
to Start z Business," Journal of Small Business Management, 1980a.

s MI-E Locus of Control 5cores as Predictors of Entrepreneurial
Intentions," Proceedings, Academy of Management 35th Annual Meeting,
1675,

» "Risk-Taking Propensity of Entrepreneurs," Academy of Management
" Journal, 1980b.

Brockhaus, Robert H., and Nord, Walter R., "An Explorgtion of Factors
Affecting the Entrepreneurial Decision: Personal Cheracteristic vs,
Environmental Conditiens," Proceedings, Academy of Management 39th
Annual Meeting, 1979.

Brown, R. T., "Locus of Control and its Relation to Intelligence and
Achievement," Psychological Repurts, June 1980, Part I.

Buginess Week, "How the Classroom Turns Qut Entrepreneurs,” June 18, 1979,
»"'The New Entrepreneurs", April 18, 1983,

Chandler, T. A., et al., "Sex Differences in Self-Reported Achievement
Motivation," Psychological Reports, April 1979.

Collins, Orvis F., and Moore, David G., The Organization Makers: A

Behavioral Study of Independent Entrepreneurs. New  York:
Appleton-Century Crofts, 1970.

Collins, Orvis F., Moore, David G., and Unwalla, Darab, "The Enterprising
Man and the Business Executive," MSU Business Topics, Winter 1964.

rrmm———— T T e e—— . P ——— - i



22

Cooper, Arnold C. "Technical Entrepreneurship: What Do We Know?",
Research and Development Management, February 1973,

Davidshéfer, Charles 0., "Risk Taking and Vocational Choice: A Reeval-
uation,” Journal of Counseling Psychology, 1976.

beCarlo, James F., and Lyons, Paul R., "A Comparison of Selected Personal
Characteristics of Minority and Non-Minority Female Entrepreneurs,"
Proceedings, Academy of Management 39th Annual Meeting, 1979,

Draheim, K., "Factors Influencing the Rate of Formation of Technjcal
Companies," in A. Cooper and J. Komives, eds.,, Technical
Entrepreneurship: A Svmposium. Milwaukee: Center for Venture
Management, 1972,

Eiehler, V. L., "Locus of Contrel and Occupational Structure,
"Psychological Reports, June 1980, Part 1.

Gurin, P., Gurin, G., Las, R., and Beattie, M. M., "Internal-External
Control in the Motivational Dynamics of Negro Youth," Journal of
Social Issues, 1969,

Hendin, H., et al., '"Meanings of Combat and the Development of Post-

Traumatic Stress Disorder," American Journal of Psychiatry, November
1981,

Howell, R. P., ‘'Comparative Profiles: Entrepreneurs Versus the Hired
Executive: San Francisco Semiconductor Industry,' in A. Cooper and J.

Komives, eds., Technical Entrepreneurship: A Symposium. Milwaukee:
Center for Venture Management, 1972,

Hornadzy, John A., and Aboud, John, "Characteristics of Successful
Entrepreneurs,’ Personnel Psychology, Summer 1971.

Hull, David L., Bosley, John J., and Udell, Gerald G., "Renewing the Hunt
for the Heffalump: Identifying Fotential Entrepreneurs by Personality
Characteristices," Journal of Small Business Management, January 1980.

Kilby, Peter, "Hunting the Heffalump," in Peter Kilby, ed., Entrepreneur-
ship and Economic Development. New York: The Free Press, 197].

King, Michael, Murray, Michael A., and Atkinson, Tom, "Background,
Personality, Job Characteristics, and Satisfaction in a National
Sample," Human Relations, 1982.

Komives, J. L., '"A Preliminary Study of the Personal Values of High
Technology Entrepreneurs,"” in A. Cooper and J. Komives, eds.,

Technical Entrepreneurship: A Symposium. Milwaukee: Center for
Venture Management, 1872.

Lamont, L. M., "What Entrepreneurs Learn from Experience," Journal of
Small Business Management, July 1972.




23

Lac, P. C., "Internal-Externmal Control and Competent and Inpovative

Behavior Among Negro College Students," Journal of Personality and
Social Psychology, 1970.

Lefcovrt, H. M., Locus of Control: Current Trends in Theory and

Research. Second edition. Hillsdale, New Jersey: Lawrence Erlbaum
Associates, Publishers, 1982.

Liles; Patrick R., New Business Ventures and the Entrepreneur. Homewood,
Yllinois: Richard D. Irwin, Ine., 1974.

Lindgren, H. C., "Measuring Need to Achieve by nAch - nAff Scales: A
Forced-Choice Questionnaire," Psychological Reports, December 1976,
Part 1.

Little, Roger D., and Fredland, J. Eric, "Veteran Status, Earnings, and
Race," Armed Forces and Society, February 1979,

Lynn, Richard. The Entrepreneur: Eight Case Studies. London: George
Allen Unwin, 1873.

McClelland, David, The Achieving Society. Princeton: D. Van Nostrand,
1961.

» "Achievement Motivation Can be Developed," Harvard Business Review,
November-December 1965.

» "That Urge to Achieve,” Think, ﬂnvember-December, 1966,

McClelland, David, and Winter, D. G., Motivating Economic Achievement.
New York: The Free Press, 1969.

MeGhee, P. E., and Crandall, V. C., "Beliefs in Internal-External Contrel
of Reinforcement and Academic Performance," Child Development, 1968.

Mancuso, Joseph R., "The Entrepreneur's Quiz," in Clifford M. Baumback and
Joseph R. Mancuse, eds., Entrepreneurship and Venture Management.
Englewood Cliffs, New Jersey: Prentice Hall, 1975.

Magqsud, Muhammad, "Relationship of Locus of Control to Age and Level of
Aspiration," Psychologieal Reports, 1980.

Martindsle, Melanie, and Poston, Dudley L., Jr., "Variations in Veteran/-
Non-veteran Earnings Patterns Among World War II, Korea, and Vietnam
War Cohorts," Armed Forces and Society, February 1979,

Mescon, Timothy §., and Montanari, John R., "The Personalities of
Independent &and PFranchise Entrepreneurs, An Empirical Analysis of

Concepts,” Proceedings, Academy of Management 4&lst Annual Meeting,
1981.



24

Palmer, Michael, "The Application of Psychological Testing to Entrepren-
eurial Potential,” California Management Review, 1971.

Pandey, Janak, and Tewary, N. B., "Locus of Control and Achievement Values
of Entrepreneurs"”, Journal of Oecupational Psvchology, June 1979.

Patel, V. G., "Venture Assistance Experiments in India,” Proceedings,
International Symposium on  Entrepreneurship and New Enterprise
Development, Summer 1075.

Pilisuk, M., "The Legacy of the Vietnam Veteran,"” Journal of Social
Izsues, 1875.

Powell, James D., and Bimmerle, Charles F., "A Model of Entrepreneurship:
Moving Toward Precision and Complexity," Journal of Small Business
Management, January 1980.

Roberts, E. B., and Wainer, H. A., "Some Characteristics of Technical
Entrepreuneurs,” I.E.E.E. Transactions on Engineering Management,
1971,

Rotter, Julian B., "Generalized Expectancies for Internal Versus External
Control of Reinforcement," Psychological Monographs, January 1966.

Schollhammer, H., and Kuriloff, A. H., Entrepreneurship and Small Business
Management. New York: John Wiley, 1979.

Schreiber, E. M., "Enduring Effects of Military Service? Opinion
Differences Between U.S5. Veterans and Nonveterans," Social Forces,
March 1979,

Shapero,  Albert, "An Action Program of Entrepreneurship," Austin:
Multi-Diseiplinary Research, 1971.

» "The Displaced, Uncomfortable Entrepreneur," Psychology Today,
November 1075.

Smith, Samuel A., "The 'Psychology' of Entrepreneurship: Culture,
Motivation, and Organization," Antitrust _Law and Economic Review,
1981. L ——

Stake, J. E., "The Relationship Between Achievement Orientation and Locus
of Control," Journal of Sccial Fsychology, October 1979,

Stoner, Charles R., and Fry, Fred L., "The Entrepreneurial Decision:

Dissatisfaction or Opportunity?”, Journal of Small Business Manage -
mant, April 1982,

Strayer, R., and Ellerhorn, L., "Vietnam Vetarans: A Study Exploring
Adjustment Patterns and Attitudes," Journal of Social Issues, 1975.




25

Susbaver, J. C., "The Technical Company Formation Process: A Particular
Aspect of Entrepreneurship," doctoral dissertation, University of
Texas at Austin, 1969.

y "The Technical Entrepreneurship Process in Auétin, Texas," in A.

Cooper and J. Komives, eds., Technical Entrepreneurship: A
Symposium. Milwaukee: Center for Venture Management, 1972.

Thienes-Hontos, Patricia, Watson, Charles G., and FKucala, Teresa,
"Stress-Disorder Symptoms in Vietnam and Korean War Veterans," Journal

of Consulting and Clinical Psychology, 1982.

Thorn, R. G., and Payne, S. L., "Ethical Judgments of Armed Services
Vetaerans Attending College,' Psychological Reports, August 1977.

Touhey, John C., and Villemez, Wayne J., "Need Achievement and Risk

Taking: A Clarification," Journal of Persgonality and Social
Psychology, 1975.

Tudor, Bill, "A Specification of Relationships Batween Job Complexity and
Powerlessness,' American Sociological Review, October 1972,

Vesper, Karl H., New Venture Strategies. Englewood Cliffs, New Jersey:
Frentice Hall, 1980,

Webster, Frederiek A., "The Independent Entrepreneur and the Firm: A
Re-Visit," Proceedings, Academy of Management 35th Annual Meeting,
1975,

s+ "A Hodel for New Venture Initiation: A Discourse on Rapacity and

the Independent Entrepreneur," Academy of Management Review, Januatry,
1976.




Chapter 2

SUMMARY OF FOCUS GROUF INTERVIEW3

During the period of December, 1983 - February, 1984, four focus group
interviews were held in conjunction with this SBA-funded research pro-
ject. The purpose of the interviews was to gain insights and ideas which
could be translated into specific hypotheses for testing in the mail
survey portion of the project. In addition, the groups provided infor-
mation about the perspectives of, and language used by, the target
population, which will be useful in questionnaire wording and design.

The groups were held at the business schools of four of the six
universities participating in the project: the School of Business
Administration of the College of William and Mary, the College of
Administrative Sclence at the University of Maryland, the College of
Business and Management at the Ohio State University, and the School of
Business at Norfolk State University. Each school selected a convenience
sample of alumni to invite; the 101 invitees included a large proportion
of active alumni and donors. The thirty group participants included
twenty-three men and seven women; thelr ages ranged from twenty-three to
seventy. Eighteen of the members had received bachelor's degrees in
business, ten had master's in business, and two had J.D. degrees. The
number of years of full-time work experience reported by participants
ranged from two to thirty-eight. Sixteen of the participants were
veterans; their periods of service ranged from World War II te the Vietnam
era.

Nine wparticipants were sgelf-emploved. Thi= entreprenenridl group

‘included attorneys who owned businesses in the fields of insurance,

finance, and real estate; & restauranteur; a manufacturers' repre-
sentative; and owners and operators of a variety of firms, ineluding an
accounting firm, a heating and alr conditioning concern, a large home
furnishings retail outlet, a metalworking and machine tool company, and a
development and real estate venture. Most of the entrepreneurs had had
experience working in large corporations before going inte business for

themselves. The other twenty-one participants were not self-employed at
the time of the interviews, although a few had worked for themselves in
the past. These non-entrepreneurs were employed by a wide variety of
organizations: universities, banks, consulting firms, a trade assoc-

iation, brokerage firms, a wine distributor, a publishing company, a
retail chain, and a school system. Their positions spanned a wide range
from teacher to middle management to chairman of the board.

FACTORS INFLUENCING CAREER CHOICE

Group discussions focused first on the question of the factors which
had influenced the career cholces of participants. Specific factors
mentioned by participants included:

Challenge, flexibility, and a setting in which one can take pride
in and receive recognition for one's work.
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Consistency with education and previous experience.

Type of education (several members voiced the belief that
accounting majors are steered by faculty toward empleyment by
big-eight public accounting firms as if there were no
alternatives).

The entree graduation from a "good" school provides to large
accounting and consulting firms.

Reputation of employer.

Opportunities for advancemept.

Advice of successful elders or faculty members.
Familial role models, opportunities, or pressure.
'Salary and opportunities for income grnwth.

Job availability (especially for black alumni).

The nature of job demands (e.g., time and travel demands)} and
their fit with familial obligations.

Respondents were asked how important size of employer was to them. A
few participants who had worked for large sccounting/consulting firms
reported an intense dislike of the competition, corporate politics, and
“back-gtabbing" they felt characterized such large organizatioms. Others
who were working for large organizations felt that size was not an issue
go long as they were allowed to function gomewvhat independently and to
exercise responsibility and initiative, and promotional opportunities were
present. At least one participant specifically welcomed the support a
large organization provided in terms of training. product development, and
protection from financial risks.

ENTREPRENEURSHIF

Group members who were self-employed wvere asked why they had gone into
business for themselves. Those who werked for others were asked whether
or not they would like to go into business for themselves and why. These
questions generated considerable discussion of the nature of entrepreneur-
ship and the reasons for jts attractiveness.

There was econsiderable agreement among the five groups as to the
reasons why the entrepreneurs had gone inte business for themselves and
the reasons why the non-entrepreneurs would like to undertake such
ventures. Among the attractions identified were:
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1. The desire to be one's own boss. As one of the self-employed
group members put it, "I don't see how people can work for anybody
(else).” Some members felt this desire to be the boss could in
some cases be associated with an inability to get along with
others and a resentment of the authority of others.

%  The freedom and independence afforded by self-employment. This
freedom refers to the ability to control both one's time and the
ways in which tasks are accomplished. Participants felt that
entrepreneurs want to be able to do things their own way and to be
able to take time off when they wish. They noted, however, that

. the hypothetical contrel a small businessman has over his time may
not be operationalized because the demands of the business often
geem to "run him" instead of vice versa.

3. 'The -ability to gain control of the work environment and escape the
politics and dysfunctional competition some saw as characteristic
of large firms.

4, The opportunity to move ahead guickly, Participants seemed to
feel that for the self-employed person, the only barriers to
achievement are due to the person himself; the organization's
policies and hierarchy do not block advancement as - in large
firms. A few members notad that this opportunity may be
especially important to those who find gvenves for advancement cut
off in established firms because of age, education, or some other
factor.

S. The desire to reap the financial rewards of one's own work.
6. The example set by family role models.

7. The challenge afforded by self-employment. Some saw entrepre-
neurship as inherently mere challenging that employment in large
organizations because a small businessman is responsible for all
facets of the ¥irm, and the environment and work are generally
lexs formally structured. Others believed that equally
challenging jobs exist in large firms, but that such positions
might not be ones for which participants reasonably could aspire.

Several group members believed that at least part of thé "drive"
toward self-employment comes from inherent characteristics in the nature
of the person. They believed that, "You cannot make an entrspreneur.”
They defined this entrepreneurial personality as including severa]l traits:
creativity, "guts", inquisitiveness, a willingness to take risks, and a
tendency to be a “"wheeler-dealer". Several group members pointed out that
persons with these entrepreneurial traits were not necessarily self-
employed. They could be happy and preductive in large organizations;
indeed, these could be the very dqualities required for success in some
firms and positions.
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Participants generally saw self-employment as entailing more work and
responsibility than working for someone else. Several members stressed
the importance of a supportive spouse, while one group emphasized that the
financial rewards of self-employment often are not realized for several
years. Self-employment generally was perceived as entailing significantly
more tisk than employment by someone else or a corporation., This risk was
usually described as financial rigk, with bankruptcy identified as the
ultimate risk. Several members with experience in this area said that
generally entrepreneurs do not appreciate fully the risks when they under-
tzke them. These men described feeling Mgick" when they look back on the
risks they have taken. However, some participants alse reported that
experience had taught them that the crises and financial risks encountered
were not '"fatal" and that with perseverance one could weather them. One
group emphasized the importance of prior planning to anticipate and minim-
ize Tisks.

Finally, those who reported that they would like to go into business
for themselves but had not yet done so were asked what would have to
happen to make them "take the plunge". Acquiring capital was mentioned as
the most important prerequisite; participants aleo said they would have to
locate the right apportunity and a good marketable idea. One member said
that she would have to become dissatisfied with her current job before she
would make any move.

THE ROLE OF MILITARY SERVICE

Discussion was initiated of how military service affects career
decisions and the rtole it plays in the decision of whether or not to go
into business for oneself, Much of the resulting discussion focused on
the perceived contributions military service can make to the attitudes and
skills veterans take to later jobs. There appeared to be significant
differences between veterans who served during World War II and those who
gaw only peace-time service, usually in the mid- to late 1950's. World
war IT veterans generally saw their service experience as being very
meaningful and felt a strong patriotic pride in serving. Post-Korean era
veterans, on the other hand, were more likely to describe their active
duty experience as frustrating and meeningless and were less likely to
feel that they had accomplished anything valuable in the military.

Among the reported benefits of military service which were aeen as
affecting career decisions or performance were:

1. Opportunities to work under skilled leaders.

2. Exposure to people one probably would not otherwise work with,
which engendered understanding of other types of people.
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3. The development of maturity, gelf-confidence, and discipline,
which in some cases made it possible for veterans to return to
college and succeed where they had failed earlier due to
immaturity. )

4, Opportunities for advanced education, either through the G.I. Rill
or through education at business schools provided while in the
military.

5, The development of organizational ckills and a sense of
responsibility, order, and commitment.

&. A chance to make valuable contacts.

Some veterans reported that their exposure to the disadvantaged lives
of natives in other countries and the lack of freedom in those economic
and political environments heightened their appreciation of the benefits
of the American way of life and of the free enterprise system. For one
young man, the desolation and lack of ambition and opportunity he
encountered in Vietnam kindled a desire to "do something" with the rest of
his life.

Only one group felt military service directly affects the decision of
vhether or not to enter self-employment. Most members of this group
believed that wmilitary service encourages entrepreneurism among YOung
enlisted men who serve short tours of active duty. This effect, they
caid, vresults from the tendency of military service to help young men
mature and develop self-confidence and the opportunity it provides to
develop managerial skills and to save a nest egg for capital. Most
important, they felt, were the training and experience in trades, crafts,
or gkills which could serve as the bases for small businesaes, The group
tended to feel, however, that military service is less likely to encourage
entrepreneurism among officers than among enlisted men. This difference
they credited to their belief that enlisted men work in crafts or skilled
areas while officers generally are managers. This seemed to be associated
with a perception of small businesses as being based on crafts. One
member noted that the Jlong service period of career officers, who were
well trepresented in this group, tended to to develop & dependency on
functioning in a large organization.

BUSINESS EDUCATION AND ENTREPRENEURSHIP

Group members were asked how thelr business educations had affected
their career choices and whether and how their educations had influenced
their decisions of vhether or not to go into business for themselves. The
general consensus was that the conceptual and logical skills learnad in
business schools were more important in later life and work than specific
course content. Several group members stressed the value of training in
logical thinking, problem-solving, and exercise of judgement. One person
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noted that business school taught her a willingness to learn, which she
felt was most valuable in her career. Moet members of one group of
successful businessmen expressed the belief that the maturational skills
gained were crucial; they were referring to undergraduate education and
stressed the need for young people to have a chance in college to grow up,
to develop social and organizational skills, to learn how to get along
with others, and to develop the ability to apply themsalves.

Most participants did not feel business education specifically pre-
pares students for entrepreneyrial careers. Given the emphasis on the
conceptual and personal developmental aspects of business education,
however, there was no elear indicatien that they felt education should
prepare students for self-employment. One member noted that as a small
businessman he felt that the main way business school prepares entre-
preneurs 1is by teaching them about resources available if problems occur.
Several members stressed their belief that training in accounting was most
useful; it should be noted that all the schools involved have strong
accounting programs and that most of the participants had baekgrounds in
this area.

Members of two groups noted that class and case content focuses almost
entirely on large organizations and corporations. One member noted that
he was trained to run U.5. Steel and the Pennsylvania Railread but not to
run his own business. In many subtle ways small business ownership is not
presented as a viable career alternative. Suggestions for how business
schools could encourage entrepreneurship included endowing ¢chairs in this
area, offering classes in venture and small business management, including
gmall businessmen in placement activities, admitting more students wvho
have owned their own firms, and encouraging student-run businesses. One
member proposed more programs for small businessmen who want to come back
to school. He felt they would be more motivated to learn and have the
practical backgrounds necessary to assimilate and put into action the
course material.

In two groups there was considerable discussion of how well or poorly
prepared young business school graduates, particularly those coming from
baccalaureate programs, are to function in the "real world". While
several members felt this problem was inherent in the youth of the
students, there was consensus that business schools should include in
their curricula internships or co-op placements in which students would be
placed in firms for some vital experience in how business is conducted in
the real world. Members also suggested that schools place more emphasis
on vital communication skills, on using common sense, and on integrating
the functional areas invelved in business management.

OTHER PROGRAMS FOR ENTREFRENEURS

The entrepreneurs in the two groups in which this topic was discussed
had had little direct contact with SBA programs. One planned to attend an
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SBA seminar in the near future, while another helped clients of his
accounting firm apply for SBA loans. Two members of one group discussed
the availability of programs for small businessmen. One noted that there
are sufficient programs for small business, although many people ate not
aware of them and do not know where to go for help. He &lso criticized
the advice offered by most programs. including those of the SBA, as too
general to help with an individual's specific problems. He blamed this on
the real threat of liability and litjgation. Some members of this group
focused on the need to provide managerial assistance as well as funding;
they described the problems many potential entrepreneurs have in
developing good business plans and managerial skills. Specifie
suggestions included contracting with successful entrepreneurs to help
individual small businessmen and emphasizing to applicants the value of
trade association services. '

The members of this group believed that funding is available for
potential entrepreneurs through the SBA, One of the participants,
however, voiced a belief that the amounts of loans should be higher, that
they should be on a "draw down" basis rather than being awarded as lump
sums, and that repayment should be delayed until the businesses are fairly
well established. These measures, he felt, would help reduce the rate of
failure due to under-capitalization, inadequate working capital, and debt
service pressures.

In another group, entrepreneurs praised the programs operated by SCORE

and the Young Presidents Organization. They mentioned other valuable
programs operated in their city, such as an "entrepreneurs' group' which
sponsored seminars. In another, Chamber-of-Commerce sponsored program,

volunteers with specialities in relevant functional areas worked closely
with retailers whose businesses were in trouble.
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Chapter 3

FOCUS GROUP INTERVIEW AT THE COLLEGE OF WILLIAM AND MARY

The first of four focus group interviews was held on December 19,
1983, at the School of Business Administration of the College of William
and Mary. A total of seven alumni participated, including five who had
received MBA's and two who had received BRA degrees. The group included
four men and three women; ages ranged from 25 to 64. The number of years
of full-time work experience ranged from 2 to 38. None of the
participants currently were =self-employed. All four of the men were
retired career military officers whe had spent 20-29 years on active duty
as officers. They ranged in age from 52 to 64. All had attended William
and Mary near the end of their active military service or shortly after
their retirement. One now worked full-time in a small business owned by
someone else, two taught in business schools, and one was retired but
helped his daughter in her small business. The three women included one
young woman who currently was enrcolled in the MBA program at another
university after working for two vyears in a New York bank and one
middle-aged woman who completed her BBA after years of being a housewife
and currently was an account executive with a large brokerage firm. The
third woman went back for her MEA after working for universities for
several years; she currently worked for a college and taught part-time.

FACTORS INFLUENCING CAREER CHOICES

The diseussion began with the general topic of "What is success in
terms of work or career?"” As expected, participants quickly jumped from
this question to a consideration of the kinds of things they wanted in
their jobs and in the organizations they work for. Among the definitions
of asuccess mentioned were:

1. Fulfillment and a feeling of accomplishing one's goals.
2. Feeling like one is doing a good job.

3. Earning money (although another member said he felt that
" earning money is not as important as being proud of one's work).

4. Seeing young people with whom one has worked succeed.

5. Contributing to the common good of the organization.

When discussion evolved intoe consideration of the things participants
loocked for in Jobs, apecific factors mentioned included challenges,
flexibility and the opportunity to work in an atmosphere in which one can

be =smatisfied with one's work and be recognized for that work by those for
vwhom one is working.

33
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Participants were asked about the specifie factors which influenced

their most recent job choice. One man noted that he chose his jobs
because the type of work involved was consistent with his education and
previous experience. When asked if he considered the size of the

organization; he said that he had not dome so with his initial job choices
but that as he pgained experience he felt it was important for him to
choose an organization which was not so big that he would get lest nor so
gmall that he would not have challenges. A young woman repcrted that she
chose a large organization because of its reputation, which would make it
easier for her to move from her first job. She noted that in looking at
jobs she felt that the kind of people with whom she would be working was
important; she wanted to be able to respect and enjoy them, as she felt
she would be spending large amounts of time with her colleagues. An older
woman who had gone back to school at the age of 38 wanted a job in which
she would not have to spend a great deal of time rizing through a
heirarchy in order to get where she wanted to bej irn choosing an
organization, she wanted to work for "the best".

Participants were asked vwhether they felt the factors that were
important in career choices changed over time, One woman felt that they
did not, but noted that she had worked for only four years. A man in his
sixties felt strongly that they did change; in his case he moved from
being an achiever who was involved in competition and working for
recognition to placing more emphasis on being able to contribute to the
organization and to motivate and develop younper persons.

ENTREPRENEURSHIP

Group members were asked whether they would like to own and operate
their own businesses., Only one man said he definitely would not; he had
had a career in staff-type military positions, which he believed did not
lend itself to developing a desire for small business ownership. Another
retired officer had been involved in a small partnership and a small
corporation, while a third was developing plans to launch his own small
consulting firm because he felt his current teaching job no longer was

challenging. One of the women also would 1like to open & consulting
business, which she felt would be more challenging than continuing to
teach. A second woman would like to own a business if she tould buy an

existing business but felt she lacked the creative idea which she saw as

essential to beginning a new venture. She would be more cowfortable with
the management-type problems she saw as characteristic of an established
firm. A third woman would also like to own her own business becsuse she
felt it would be challenging, although =she believed that the
responsibility an entrepreneur assumes entails more work than jobs in
non-owned organizatiens.

Several members of the group considered small business ownership as an
option which might meet theitr need for challenge in their work. However,
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when asked if self-employment would be more challenging than working for
someone else, one woman noted that there are many challenging jobs in
large organizations, although they may not be jobs for which one is
eligible, Another man felt that the nature of small business ownership
lends itself to greater challenges. He explained that operations in a
small firm are not so ‘“cut and dried" and structured as in a large
organization, so the entrepreneur has more opportunities for diverse work
challenges. He also is responsible for all facets of the firm and faces
more changes.

When asked why people would want to open their own businesses,
participants mentioned that some people want to be their own bosses
because they have had difficulty getting along with others or resent
authority. One woman discussed "agpressive types" who find that other
avenues, presumably in established firms, are closed to them, perhaps
because of educational or other requirements, and who, therefore, see

small business ownership as 8 way to get ahead quickly. Another
motivation mentioned was the wish to earn the profits of one's own
labors. One young woman felt that most people vacillate between seeking

comfort and desiring challenge; she felt that small businessmen tended to
choose challenge over comfort. One man gave a description of the "small
business type" who he felt could be found in large organizations and the
military as well as in small ventures and who could be characterized as a
risk-taker. He used the line-staff dichotomy to describe the type and
noted that the entrepreneur is typically & 'command type"” who is
enthusiastic, likes people, likes to work with the public, and enjoys
change. Another man described the entrepreneur as somecne with
creativity, imagination, and "guts". He used as an example the man who
started the firm for which the participant nov worked and contrasted him
to the entrepreneur's sons who now were assuming control. While the sons
were better prepared for formal management, they lacked the vision to save
the firm if it began to get into trouble. He cited as another example of
an entreprensur a man who continually makes deals, a "wheeler-dealer" who
keeps trying new ventures.

Group participants tended to see small business ownership as more
risky than working for someone else. Specific risks they mentioned
included the ultimate risk of bankruptey. Another young woman identified
the risk she felt was inherent in the responsibility the entrepreneur
assumes for those who work for him. When asked if she would assume this
risk, sghe =said, '"Yes", although she felt she would have to do so soon, as
she believed that with age people became less likely to assume risk.
Another woman agreed, noting that as one gains more {n terms of
possessions and family one {s Jless likely to take risks. One man
disagreed, feeling that a visk-taker is always a risk-taker, although he
admitted that such a person's ability to take risks may vary with external
circumstances,

Participants spent some time discussing what they saw as the
difference in the types of skills needed to set up & new business and to
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manage it on an on-going basis. They felt that one person may not have
both types of skills; the founder of Apple Computer was cited as an
example,

Those who would like to own their own businesses were asked what would
have to happen in their lives to make them act on that desire. One woman
said she would have to become dissatisfied or "stymied" in her job or feel
that she could not progress. She noted that as long as she was happy with
her current job, she would not make the move, especially as her job as an
account executive allowed her to feel almost as if she were working for
herself. She also felt she would have to acquire capital and an idea for
8 business before feeling motivated to strike out on her own. Another
woman £aid she would have to develoep more econfidence in her skill in her
chosen area, which she felt would take another year.

THE ROLE OF MILITARY SERVICE

The general consensus of the members was that military service could
encourage entrepreneurship in young enlisted men (non-officers) who serve
for a limited number of years. Members explained that service helps young
men mature and develop self-confidence, and it provides opportunities to
manage and supervise people and to save a nest egg. Most important, they
felt, were the training and hands-on experience which provide young men
with a trade, craft, or skill around which they can build a small
business. Only one of the veterans disagreed; he felt that military
service makes men less likely to open their own businesses than if they
had stayed at home and worked for others who owned 2mall businesses. He
said that a man who stays home and cooks in a "mom and pop" diner is more
likely to launch his own restaurant than a man who cooks in a commissary.
Apparently he felt that exposure to role models is important. This person
sald that military service primarily teaches one how to function in large
organizations.

Members were asked if the same pattern held true for officers. While
they were less interested in discussing this, group members generally
seemed to feel that military service is less likely to encourage
entrepreneurship in officers than in enlisted men. One man noted that an
officer is a manager, while an enlisted man has a skill. He seemed to
feel that a craft or specifie skill is essential for small businass
ovnership and that officers are not taught such skills. Ancther veteran
noted that the Ilonger one stays in the military, the more dependent one
becomes on functioning in an organization. He felt that a college
graduate who joins any large organization, whether military or corporate,
iz less likely to become an entrepreneur than one who goes into a small
otganization.
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BUSINESS EDUCATION AND ENTREPRENEURSHIP

The final topic of discussion was whether business education does or
should encourage entrepreneurship. One participant, who did not want to
own his own business, felt that business education should not necessarily

encourage entrepreneurship. He believad that while small business
ownership was once the American dream, it is no longer consistent with our
economic system. Most other members seemed to feel that business

education programs generally do not encourage entrepreneurship; they noted
that cases and classes usually are geared to large organizations. One man
noted that while the skills taught may be as applicable to sma)ll business
as to larger organizations, business schools do not even present small
business as an alternate career path. Another member noted that business
education tends to discourage small business ownership to the extent that
it opens doors for graduates in large organizations and mitigates against
the need to turn to self-employment to succeed.

The group generally seemed to feel that this pattern is changing and
that business schools are moving toward more preparation for

entrepreneurship. They listed several ways in which business schools
could de more in this area, including establishing chairs in
entrepreneurship and offering small business courses. One member
suggested bringing in representatives of small businesses as part of the
placement activities. This would both channel graduates into specific
small business jobs and highlight the small business route as an alternate
career path. The member who was now in graduate school in business

recommended that schools also should admit students who have had
experience in owning their own firms and that these students could give
forums on related topics. These measures, she felt, would give students
exposure to role models of people who had actually owned and operated
their own businesses. Finally, another member recommended that small
businesses be established and run within scheols; such ventures as
bookstores could give students experience in small business management.



Chapter 4

POCUS GROUF INTERVIEW AT THE UNIVERSITY OF MARYLAND

The second of four focus group interviews was held on January 19,
1984, at the Rossborough Inn at the University of Maryland in College
Park. Inviteeg included twenty-three alumni of the College of Business
and Management of the University. It should be noted that members
probsbly were not typical of the total alumni population; those invited
tended to bhe active in alumni affairs and important denors to the school.

The thirteen participants 4included eleven men and two women. Their
ages ranged from 23 to 70, with an average of 43. Seven of the group
members reported that a BBA or other undergraduate degree was the highest
degree they had received. Three members had received MBA's, and three had
J.D.'s. Six ' currently were self-employed; this included two attorneys,
beth of whom also were involved in several cther businesses. One of the
practicing attormeys ran an insurance operation, while the other was
active in two sgavings and loans and real estate and in hotel/motel
ventures, Another entrepreneur had worked for large and small consulting
firms before launching his own businesses in the restaurant, real estate,
and construction fields. Another member was self-employed as a
manufacturers' representative, and one was president of a large home
furnishings retail operation. The sixth entrepreneur was president of a
metalworking and machine tool business. In addition, one young woman
worked in a family-owned home construction business. Five participants
worked for others in large organizations. One woman was an administrator
at the University, and another member was an investment representative for
8 brokerage firm. The group alse included a young man who supervised
financial analysts for a bank, handling lecans to entrepreneurial
businesses, a consultant for a large accounting firm, and the senior
vice-president of a trade association (he previcusly had worked for the
govenment ). The last member was a retired hospital administrator who had
worked for both private hospitals and the Veterans Administration system.
The number of years of full time work experience reported by members
ranged from 2 to 37 years.

This group included eight veterans. Four had served during World War
II, one served during peace time in the 1950's, and three served between
the late sixties and the early seventies, during the time of the Vietnam
conflict.

FACTORS INFLUENCING CAREFR CHOICES

Members identified the factors that had been important in their career
cthoices largely by describing their personal histories, One member
initially had selected electronic engineering because it was consistent
with the tralning the received in the mnilitary. While studying
engineering, he began working for his father's insurance business. He
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then entered law school on the adviece of successful insurance
representatives, Although at the time he did not plan to practice law, he
developed a full-time practice in response to requests for legal services
from acguaintances. In his case several factors can be identified:
consistency with prior training, familial role models and opportunities,
advice from successful entrepreneurs, and unanticipated opportunities and
pressures from others.

A second member described his career path from a large to a small
consulting firm to advertising and marketing manager to owner of several
small business ventures. The factors d4nfluencing his career choices
included attending a '"good" school, which enabled him to join a large,
well-known firm on graduation, and an intense dislike of time-consuming
corperate politics and "back-stabbing", which caused him to leave that
firm. When asked 4if he believed these problems were characteristic of
large organizations, he answered that he felt they were more symptomatic
of the intensely competitive nature of large accounting and consulting
firms. He then joined a small consulting firm because it would allow him
to escape politics and find a more cooperative atmosphere; he left that
firm when he felt his products were not being used by clients and his job
was not providing the "meaning" he needed. He joined another firm as
advertising and marketing manager and left to open his own business when
he saw that his work was generating significant "returns' and he wanted to
reap those rewards himself. Another, much younger member agreed that she
left a large consulting firm because she, too, disliked the politics and
the fact that she did not get to keep the financial rewards of her work.
She is now working for a family business and would like to go into
business for herself. A third member, now employed by a major accounting
firm, said he also dislikes his job, primarily because of the polities,
and likes only the fact that he has succeeded at it. In his current
consulting role he is working actively with small businessmen, talking te
venture capitalists, and evsluating investment opportunities; this
exposure, coupled with his dislike of his job, had stimulated his interest
in going ints business for himself.

In a somewhat similar vein, another member explictly didentified
financial rewards as the primary factor in his career choices. He
initially chose to become a sales representative rather than an assistant
dean because the former offered a higher salary; he entered this field
strictly for money and 'hated it with a passion." He left sales and
entered business for himself after accidentally seeing the compensation
records of some older sales representatives he admired and finding that
they were much lower than he had thought. He was dismayed at the prospect

of working all his life and earning no more than the senior salespeople;
he decided that 1if he was ever going to be a success, he should venture

out on his own, and that the time to do it was right then. He did so,
becoming a manufacturers'  representative. In response to later
discussions, howvever, he stated that he felt the most important criteria
in selecting a job is that the person feel "comfortable" in it.
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Group members who worked for larger organizations were asked what they
1iked' about the size and type of the firms for which they worked. A trade
association executive with government experience said he liked the fact
that his superiors had always let him “run my own operation as if I were
an independent operation." He reported that as long as he could exercise
responsibility and ingenuity and "move up”, he was satisfied working for
others. His comments implied that he would not make a mzjor change unless
he were dissatisfied, probably with promotion outlooks, Another member,
an investment representative for a brokerage firm, appreciated the
training, products, product knowledge, and support his firm provided while
allowing him to function fairly independently. He noted that in good
years, both made more money, while in bad years he was protected against
downside rtisk, because he was not respomsible for overhead costs. This
protection from tisk appears to have had considerable appeal for him; he
explained that while he was risking his time, he was not risking "my
house, my family, my total livelihood" as an independent small businessman
would.

Type of education also was identified as a factor influencing career
choices. One member noted that accounting undergraduates are
psychologically oriented toward entering public accounting, and that
veceiving an offer from & major accounting fimm is their goal, He also
believed that accountants are not, by their nature, risk-takers, which
would tend to steer them away from entrepreneurial ventures, This
observation was not consistent, however, with the fact that saveral
entrepreneurs in the group had accounting backgrounds.

ENTREPRENEURSHIP

Group members were encouraged to identify the traits that led some
people to want to own and operate their own busineses. In addition te
those suggested in the preceeding section, several factors generated

considerable discussion. There was general c¢ongensus that small
businessmen often are drawn to self-employment by a desire "to be the
boss", Several members mentioned this, and one said, "I don't see how

people can work for anybody (else)." A related reward he identified was
that of having subordinates: "If you really like working for yourself,
you like people working for you." A second major draw of entrepren-
eurship, mentioned by several participants, was the opportunity to reap
the financial rewards of one's own labors. The nature of relationships
among co-workers also can be important. One member sought self-employment
as a means of gaining control of work and of creating an environment of
sharing and open tresolution of conflict to replace the politics and "mind
wars" of a large firm. Another reward or advantage of gelf-employment
mentioned by one .of the small businessmen present is the fact that "your
time 4is your own." While he noted, &nd the experience of several other
members would validate the phenomenon, often businesses seem to "run you",
if a self-employed person "really wants to do something (take time off),
you don't have to ask anyone, you just do it."




Cr— e - .. . - . . —— e —_— -

41

The contribution of role models explicitly was mentioned. For
example, a member followed his father into insurance; the parent gave him
direction, and the son was inspired by seeing "what he was able to do."
The experience of working in e family business has made self-employment
credible for a young woman; she has gained confidence and motivation from
seeing how great the rewards of the business are. Role models also can be
important for those who join large orpanizations; onhe member reported that
because his father and grandfather were bankers, banking was "in his
veins.,"

The element of risk also commanded attention. A wvoman said the
experience of seeing a family business thrive, survive bankruptcy, and

come back tawught her that the risks are manageable and that "you don't

die" due to financial problams. Another member believed that the key to
success 1is understanding that there is no "total erisis": situations may
become '"distasteful, but with tenacity and other virtues, eventually you
can work your way out.” One member suggested that entrepreneurs may not
appreciate fully the risks they are taking; he reported that looking back
now at the risks he took makes him "sick." Another man's comments
indicated that self-confidence is what enables the entrepreneur to take
extensive financial risks, putting "everything on the line'".

THE ROLE OF MILITARY SERVICE

The large number of veterans in this group allowed significant
discussion of the role of military service in career decisions. Only one
man felt his service had not influenced his career path; he served after
college in peace time in a field unrelated to his training. He described
the experience a8 a '"waste of time" from his perspective., The general
feeling, however, was that military service vyielded important and
permanent benefits; this feeling was shared, albeit for different reaseons,
by World War Il and Vietnam era veterans.

Among the benefits of military service identified were that it helps
young men mature and provides opportunities to manage others, to work
under skilled leaders, and to be exposed to people whom one otherwise
would never meet, stimulating understanding. A World War II veteran who
mentioned all these benefits said service as a naval officer definitely
affected his career choice: it led him to change hiz field from
agricultural economies to business and afforded him training, through
military programs, at the Wharten and Harvard .business schools. Other
members suggested other aspects of military service which enhance later
tareers. A veteran reported that service gave him confidence and a sense
of direction which contributed to his success when he went back to college
after separation, despite failure before service at another university.
Another credited the service with allowing him to go to college at all;

the GI bill not only covered the costs but also encouraged him to enroll

despite the fact that he grew up in a community in which higher education
was  rare. A third member reported that the service taught him



organization and a sense of responsibility, order, and commitment. A
fourth noted that his contacts through the reserves enabled him to gain
experience with a total cross-section of the business community in every
area in which he lived.

An enlisted man who was a combat veteran in Vietnam reported that the
exposure to military service and combat generated within him a sense of
urgency and motivation to succeed as a civilian. After contact with the
Vietnamese, and the limited opportunities and horizons they face, and the
typical American enlisted man and "lifer", who he saw as lacking ambition,
this young man said to himself, "I have got to do something better with my
life." He called the service a "tremendous motivator'". Ee also felt it
taught him the value of time; the feeling that he had '"lost" two years
stimulated him to use hig time to move quickly when he returned. His
sentiments appear to have .been shared by a proud World War II veteran
participant who said that, above all, the service "makes vou a believer in
the free enterprise system."

BUSINESS EDUCATION AND ENTREPRENEURSHIP

Group members were asked to comment on how thelr business education
had affected their career choices and how business educaticn prepares--or
should prepare--students to own and operate their own ventures. The
comments below are interesting both because of the specific suggestions
made and because they reflect the views about business education of the
many small businessmen in the group.

One young woman said that she has found most helpful the training the
universgity provided in Jlogical thought. One group member felt strongly
that his business school training prepared him well for his later career
in law and several small business ventures. He felt it taught him
problem=solving skills and the ability to aexercise judgment; he cited
finance and perscnnel courses as especially helpful. Several members felt
their accounting training was useful, although one man now believes he
would have benefited from more finance classes to complement the
accounting courses,

Several members were critical of the extent to which business
graduates are prepared for the "real world"”. One man felt very strongly
that while the university did an excellent job of preparing professionals,
the bachelors level business graduates were not prepared to do anything
and, yet, were not amenable to training once they joined a firm. He
believed that the universities are so interested in their graduate
programs that they have neglected one of their fundamentsl respon-
gibilities to their communities--~the "mundane job of preparing the people
who make our business community run.” He said, "I would like to see the
University of Maryland and other satate institutions feed the business
community people who are prepared to take a place in that community and be
productive amal]l business people.” He cited the program at High Point

— - e . . . . . F_— R
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College in North Carolina, which he said prepares graduates to enter the
furmiture industry. The situation has, in his view, deteriorated to the
peint that his firm will no longer hire college graduates. His own
training at Wharton and Harvard, he said, was no exception; he learned
how to run U.S. Steel and the Pennsylvania Railroad but not how to run his
own small business.

Several members criticized the communications skills, both oral and
written, of college graduates. This, they feel, is a critical area for
business. One young man went on to identify several areas in which he
believes universities fail to prepare potential businessmen: they do not
teach common sense about business, they do not teach how to integrate the
many needs of a firm, and they fail to teach "the basic bread and butter
things about running a business." He proposed as a solution field
studies, in which students would spend time in business firms as part of
their studies, learning "some of the basic things that are the ingredients
in a successful business." He eited the program of the Babcock School at
Wake Forest as =2 model. Several other members seconded his suggestion,
proposing internships and co-op programs. One noted that schools need to
form a bridge between the academic system and the '"real world", which can
begin with the way faculty conduct themselves and the expectations they
have of how students will conduct their business of going to school.

Some members were skeptical about the extent to which universities
could train students to be ready for business, especially at the
undergraduate level. Some seemed to think that the youth of the students
ig an obstacle,. One noted that many students are not serious during
college, then "surface" two or three years later, ready to work. He and
another member credited military service with giving them the time and
maturity to settle down and benefit from college after separation from the
service. Another member noted that all a university can do is provide
opportunities for academic achievement for students who wish to take
advantage of it, but it cannot force excellence. The extent to which a
student does so, said another member, depends on his maturation and
motivation. A fifth member saw an inherent conflict between the nature of
undergraduate education and the demands other group members wanted to
place on the system. He said that undergraduates are on campus to go to
school, which includes some social and "play" elements, and not to learn
how to be businessmen. They write papers, take tests, and read texts;
they do not make decisions or take risks.

A group member suggested a specific way in which business education
could serve better the needs of small businessmen. He recommended
"remedisl" training for those who are already in business for themselves
and want to come back. He felt such students would be "focused" on their
business needs and well-motivated, unlike undergraduates who '"do not
understand what business is." He seemed to doubt the effectiveness of
teaching small business management skills to students with no experience.
Another member proposed that business schools should work to enhance the
image of business and show that "profit is a six-letter wvord, not a
four-letter word."

.....



Chapter 5

FOCUS GROUP INTERVIEW AT OHIO STATE UNIVERSITY

The third of four focus group interviews was held at the Ohio State
Unjversity on January 23, 1984, Invitees included approximately
twenty-five alumni of the College of Administrative Sciences of the
University. Actual participants included six alumni, five men and one
womarn. The group could be characterized as high-powered and successful.
All were chairmen, CEO's, presidents, or vice-presidents of their firms,
They were articulate and verbal and clearly held well-considered opinions
on the issues under discussion.

Ages of the participants ranged frem 45 to 62, with an average of 33.
Five members had received Bachelor of Science degrees in business
administration, and the youngest member had an MBA. The number of years
of full-time work experience reported ranged from 20 to 38,

Two group members currently were self-employed. One was president of
his own heating and air conditioning firm with fifteen employees. Prier
to launching his own firm he worked for two small firms; he reported that
his "whole background and orientation" was in small business. The other
self-employed member was CEO of his own firm. After working for his
father for 1-1/2 years, he had launched his own business building
gpartment complexes: it expanded into eighteen states. He so0ld this
business to Bethlehem Steel and worked for Bethlehem for four years. He
then returned to self-employment, forming several concerns, merging them
with his father's business, and acquiring a couple of other firms.

Four members were not currently self-employed. One was chairman of
the board of a firm that operates a number of newvspapers; he previously
had owned his own business and alsec had spent ten years in public
service. A second member was president and CEQ of a chain of supermarket
and department stores; he had worked for the chain since college. A third
was chairman of the board of a firm that had been a family business, went
publie, and merged with another firm; he had had experience in
self-employment. The fourth member of this group, the only woman, had
been in retailing and fashion reporting for twenty years before becoming a
stockbroker. She had moved up to vice-president of the brokerage house.

Four of the six group members were veterans. Two had served during
World War II and two were on active duty between 1955 and 1957.

FACTORS INFLUENCING CAREER CHOICES

The discussion began ‘hy asking group members what factors influenced
their choices about jobs and the kinds of organizations for which they
wished to work. Several members cited the advice of faculty in the
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business school at OSU as being significant; one man described it as
having a "great influence" on not only his first but also all subsequent
job decisions. One faculty member in particular vas mentioned; he advised
students not only about general fields to enter but also about specific
firms to choose. When asked what he was looking for in a job when he
consulted this faculty member, one group participant, a self-employed
buginessman, said that he was seeking independence and a "broad job" which
would allow him to learn all aspects of a business.

Another factor cited was opportunities for promotion in one's general
area of interest. The group member who was CEO of a retail chain had
worked part-time for the firm during college and was offered an
opportunity to move into a better pogition on graduation. Originally he
did not especially want to stay with the firm, as it was only involved in
focod retailing., about which he felt he had learned all he could, and he
was interested in department store retailing. The fact that the president
of the firm personally encouraged him to join seems to have convinced him
to take advantage of the offer. This member reported that he had never
been interested in owning his own business,

Family pressure was another factor identified. One member entered the
service jmmediately after graduation during World War II. Upon separation
he wanted to get into retailing, but "my father got hold of me and sort of
shook me by the shoulders, and I went to work for him." The family
business grew significantly, and the group member rose to become chalrman
of the board.

Dissatisfaction with a previous job was a primary factor for one
member; it may be significant that this dissatisfaction arose while

working in a family business. This member sgerved in the Navy after
college, then succumbed to considerable pressure to join the family
business. The son was unhappy and, he said, "terrible" at the job his

father wanted him to perform. His wife encouraged him to leave the firm;
the member reported that, "I didn't know any better, so I started
promoting or entrepreneuring on my own." His father not only would not
help but was sucrh a hindrance that the son had to leave the city to
succeed. He felt that the support of his wife was very significant in
encouraging him to take the risks involved; apparently the fact that the
risks did not appear as ominous at the time as they do in retrospect also
enabled him te take the plunga.

The sole female member deseribed sex discrimination as & factor in her
career choices. She entered retailing because in the 1950's it seemed to
be one of the few areas in which a woman could have a real chance at a
career. After twenty years, she left retailing as she perceived that
promotion  opportunities were blocked for women unless they were
exceptionally capable or related to top managemsnt. She was the second
woman hired by her brokerage firm in the city, and she has been a top
performer. She sees brokerage as suitable for women because, “how much
you can do is dependent only on yourself." This member also described
some of the elements of 1life in a large organization which she found
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frustrating. Middle managers, she said, are barred from involvement in
the "big decisions", and cne's ability to do anything is dependent on the
approval of one's superiors, who may lack vision or courage.

ENTREPRENEURSHIP

When asked why some people are drawn into entrepreneurship, group
memhers generally reported that tendencies i1in this direction are an
inherent and inborn part of entrepreneurs' personalities. One man said it
is a ''natural, ingrown thing", and another said, "You can't make an
entrepreneur, " The latter felt that creativity and broad-ranging
inquisitiveness are characteristic of entrepreneurs. '

The independence afforded by self-employment was seen by group members
as a major part of the appeal of entrepreneurship. One self-employed
group member likes the "freedom and independence of making my own day and
changing it halfway through and making decisions., Basically I'm on my own
and my time's my own.," Another member explained this as "wanting to do
your own thing, do it on your own time, and do it the way you want to do

it." When asked if he meant a desire to be the boss, he said that this
was part of the phenomenon, but basically, "you want to do it in your own
style . . ., and the satisfaction of seeing it happen is very gratifying."

Several members did not feel that the characteristies of entrepreneuts
were limited to the self-employed. The CEO of a retail chain sald that he
gets the same thrill of bringing things about but never wanted to be
self-employed. He, +too, took risks and "took the same attitude that an
entrepreneur would," He noted that in his position as CEO his
compensation is dependent on profits, which entails some financial risks
on his part. Another member felt that people with the characteristics of
entrepreneiuts could be happy in large organizations. He had built his own
firm and sold it to Bethlehem Steel; he was very happy working for
Bethlehem following the acquisition and described it as a "wonderful
organization."

One group member felt that the opportunity to reap the financial
revards of one's work stimulated entrepreneurship. He said that one could
"make entrepreneurs" by developing highly leveraged venture capital deals,
setting high financial goals, and promising the managers involved half the
profits. A self-employed group member disagreed, saying, "I never did
things for the dollars and cents".

The issues of risk and security generated considerable discussion.
The group member who had, with his wife's encouragement, left his
promising job with his father said ‘that, "If I knew what I know today, 1
probably would never have gone out on my own. . . . You look back, and you
lock at the pitfalls and all, and you'd say, 'No way'". In discussing the
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importance of a supportive spouse in making the decision to take these
tisks, he noted that, "A lot of women, and men, look at security and
dollars and (say), 'Well, we'd have a pretty decent life'". This attitude
discourages one from taking risks and making the sacrificies, like
short-term dincome cuts, which can be involved in launching one's own
business. Another group member felt that much of the decision about
careers comes down to the question of whether a person '"wants security or
wants to take calculated risks for the greater opportunity’. He felt that
young people today want security and are less likely to take risks than
hiz generation (he was 62). Ancther member, aged 51, felt that there are
young entrepreneurs today but that the group's members just do not
encounter them.

THE ROLE OF MILITARY SERVICE

+*

There were significant differences between those who served during
World War II and those who saw  peace~time duty in the mid- to late
1950's. While the former could see the value of their service and felt a
strong sense of patriotism, the latter tended to find their service
experience more frustrating and were less likely to feel that they had
accomplished anything meaningful. One post-Korean era veteran was so
discouraged by the inefficiencies he saw that he felt that, "military
service teaches you that you don't want any part of it."

Even this wveteran, however, believed that all young people should do
some service, Twe different reasons were cited by group members for
mandatory service, Several membera felt that going into the military
between high school and college allows young men in particular needed
opportunities to mature. Others believe that all young people owe their
country some service, and that everyone should spend two years in the
military, Peace Corps, conservation corps, or some type of national
service, One veteran said it would help develop understanding and respect
for the country.

Other benefits of military service cited by the group were that it
provides experience with other men and women and teaches the value of
highar weducation. While service would affect career decisions and
outcomes indirectly through these effects, no specific direct effects of
military service on career paths or on entrepreneurial decisions ware
suggested,

BUSINESS EDUCATION AND ENTREPRENEURSHIP

Group members were asked if business education is important to success
in Dbusiness, The general consensus appeared to be that the specific
content of undergraduate business programs is less influential in the long
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run than the maturational benefits and conceptual skills gained. One
member, & small businessman, felt that unless one is in a professional
program such as law or medicine, what one learns in school is a “really
minor" determinant of whether or not one is successful later, The degree,
he believed, will help one get a job or gain entrance, but after that hard
work is the important determinant of success. He felt that the most
important thing college teaches is to apply oneself and to get slong with
people. He saw it as an experience that "rounds you out", and several
members agreed. The member who proposed these ideas also said that his
fraternity was a critical influence: the conflicting demands of social
and academic life were so intense that those who managed to graduate were
"survivors" who became "incrédibly successful" because they had learned to
apply themselves, Another member suggested that fraternity life teaches
young men social skills, goal-setting, and organizatienal and managerial
skills.

Members were asked whether their business education had prepared them
for entrepreneurship, One member who had owned his own firm felt that the
primary way in which business school prepares entrepreneurs is by teaching
them where to get advice when they get into trouble. A business graduate,
for example, would know the good public accounting firms to go to for
help, he said. Another member said the degree of preparation depends on
one's major. Based on his experience (he was in college forty years ago),
he believed that accounting majors were well prepared, but general
business or marketing majors were no better prepatred for business than
liberal arts majors.

One member was critical that he did not learn how to sell in business
school, and he felt this skill was essential to sny small businessman.
This comment elicited considerable debate on whether or not galesmanship
can be taught, but the member who made the initial comment believed that
certain basic guidelines, such as how to organize a presentation, could be
taught. ‘

Another member suggested that business schools can teach a willingness
and ability to learn. She noted that as an undergraadute she took a
course titled "Personal Adjustment to Business”. The most important thing
she gained from the course was the realization that while business school
had taught her how to think, she would do the real learning out in the
business world, It cautioned her against feeling that she already knew
everything because of her education. Later, wvhen she hired assistants,
she was very impatient of those who were unvilling to learn.

The idea of internships for business students generated considerable

interest, Several members felt students should spend some time in a
placement in the "real world". As employers, however, they would be
reluetant to take students for short, one-quarter placements of 2-1/2 to 3
months, They recommended & six month placement as more feasible from the

emplover's point of view.
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A member with experience in both business and publishing recommended
that changes be made in the business education of all students, not just
business majors. He felt that students in all disciplines should be
required to learn about the basic "business system and know how it works
and what makes it work." He saw this economic education, as he labelled
it, as especially important to journalism majors who will later be writing
about and judging events in the business world.

OTHER PROGRAMS FOR ENTREFPRENEURS

Group members were asked if they had had any experience with programs
for entrepreneurs operated by the Small Business Administration or other
sources . One, whe had had his own business for twelve years, was
planning to attend an SBA session "out of curiosity" in the near future.
He previously had taught a course at a local college on how to run a small
business. He believed that the course had been very productive for the
students, all small businessmen, because it afforded an opportunity to get
together and talk about common problems.

The SCORE program was praised by one member. He reported that in a
nearby community the SCORE group offered a wide range of expertise and
became very involved with their client businesses. He felt the
involvement was also beneficial for the retired volunteers. The same
member described & program he had worked with which he felt was very
helpful. Sponsored by the Chamber of Commerce, it involved a group of
several volunteers, including a banker, a retailer, and a marketing
person, who worked with local small retajilers who were in sgerious
trouble. They "went into the busines=s, analyzed it, and gave advice."

Another member recommended the programs offered by the Young
Presidents Organization as "really first class.” He said that the group,
the members of which were very successful entrepreneurs, put on "great
seminars", Another pgroup in the Columbus area, described only as the
"entrepreneur group", also sponsored seminars and talks by successful
entrepreneurs and put on a workshop at least once a year. Members
believed that in the central Ohio area there were many educational and
support resources for entrepreneurs.
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Chapter 6

FOCUS GROUP INTERVIEW AT NORPOLX STATE UNIVERSITY

The last of four focus group interviews conducted for this project was
held at Norfolk State University on February ¢, 1984, The invitees
included twenty-gix alummi of the School of Business of this urban,
public, predominately black institution. Norfolk State is unique among the
universities at which interviews were held 1n that it i3 not vet
accredited by the American Assembly of Colleglate Schools of Business,
although this. is the primary objective of the new Dean. Participants in
the group session included four alumni, three men and one woman, and the
Dean. All four alumni members had received Bachelor's degrees in business
from Norfolk State; one also had received an MBA from another university,
and one had earned an M.Ed. The ages of the group members ranged from 31
to 47, with an average of 38. The number of years of full-time work
experience varied from 6 to 23, with an average of 14 years. None of the
members was a veteran.

Only one member was self-employed at the time of the interview,
although the Dean had owned his own accounting firm before jeoining the
university. The self-employed group member had operated an accounting
firm for seven years; prior to going into business for nimself, he had
spent sgixteen years working for several large organizations, including
Norfolk State University, Pord Motor Company, Polaroid, and Gulf 0il. The
only woman member had been a teacher since receiving her degree from NSU
in the mid-1960's; she currently was employed as a business education
teacher in a local sthool system and was very active in local and state
educational association activities. The remaining two members both worked
for Norfolk State University. One was the Budget Director; after
graduation he went to work for Naval Audit Servcies, then joined NSU,
working his way up to his current position. The other was Assistant
Internal Auditor. Prior to jJoining the university, he was employed by a
major state bank as an auditor.

FACTORS INFLUENCING CAREER CHOICES

The primary factor cited by group members as dominating their job
choices immediately after graduation was job availability. One member
said that graduates took '"the jobs they could get". This attitude is
somevhat different from that voiced by members of the other focus groups;
the Norfolk State alumni described a job selection process which focused
more on taking what was available than on searching for a job which would
meet pre-defined personal criteria related to internal needs or individual
preferences. This attitude probably reflects the necessity of
aceommodating the relatively limited opportunities for blacks in the
environment into which the group members were graduated. It should be
noted that this gttitude was shared by those who were graduated in the
T;gg}e 1970's as well as those who finished college in the 1950's and
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One member said that the second most important criterion to her in
selecting a job was salary. Surprisingly, this came from the member who
was a teacher and who considered herself significantly underpaid. She
also cited as another factor influencing her decision, her love of
teaching. A fourth factor was the nature of the job demands. Since she
was married, she felt she could not travel as much as she would have to in
order to succeed in an accounting firm, and teaching posed far fewer such
demands. This factor was mentioned by another group member, who left the
audit staff of a bank for that of the university to escape the heavy
travel demands of the bank position, which conflicted with his marriage.

The sole self-employed member said that the most important facter in
his  job choices was opportunity for wupward mobility. When he was
graduated, he found jobs in business administration very limited; the few
openings available were in business education. He was "fortunate" to be
offered a job din the Norfolk State University business office, where he
worked his way up to ecollege Cashier. He left this position for Ford
because he was "interested in moving a little faster." He left Ford when
it wundertock an austerity program and took a "good offer" from Polaroid.
He left Polaropid to work full-time toward his MBA after finding that many
of his eo-workers in the Boston area had the advantage of master's
degrees. After completing his MBA, he accepted Gulf 0il's offer, with a
significant salary increase. Finally, he 1left Gulf to start his own
firm. Despite his varied experience, this member felt that the factors
which were dimportant to him had remained stable over time. Opportunity
for promotion was specifically cited, and salary was an implied factor in
several career moves.

ENTREPRENEURSHIP

Discussion was steered toward the question of entrepreneurship,
including the extent to which group members saw small business ownership
as attractive and the reasons for its appeal. The self-employed member
said that he went into business for himself because, "Sometimes in a
corporation you don't get the opportunity to move as rapidly as you think
you should move, and there's a 1lot of politics always going on." Two
other members said they would like to own their own businesses. The
teacher explained that, "I could be the boss." BShe went on to explain
that in large organizations, or when one is employed by somecne else,
“It's somewhat frustrating to feel (that) you know better ways of doing
things, vyet you have to exist with the way they are, or otherwise you are
.« - .« a complainer." She referred to "the polities" of working for
others, noting that often suggestions are perceived as evidence of
troublemaking rather than as positive contributions. She said that she
did not necessarily want to do things her own way, but she wanted to be
able to make changes when indicated. A second member, the auditor, seeks
the ‘"challenge" he sees in self-amployment. He said that, "You wonder if
you can do it, make it work." He has considered several opportunities,
including athletic shoe sales, truck rental, and, more recently,
computers.
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One member, who was employed as Budget Director at the university,
said he had never given any thought to being self-employed. Another
member who works with him observed that his poesition with the school
probably provided many of the same satisfactiens that others seek in
self-employment. The second member felt that generally people are more
likely to consider self-employment if they are dissatisfied with their
jobs in larger organizations, particularly if those jobs fail to meet
their needs for self-esteem, independence, power, and respensibility. The
same member also felt that those who have done well in corporations are
less likely to seek self-employment than those who have not done well, who
have fewer opportunities for promotion, or who have not been able to
obtain jobs in their fields because of poor academic records. Such
people, he said, would be "more likely to feel they have missed their
chance and start looking at ways to increase their income";
self-employment is one of the primary ways they consider.

The same group member identified some of the factors contributing to
the appeal of business ownership. It involves many of the same problems
as are found In larger organizatious, he said, because one still has to
work with and through others, "but you are independent and you are your
own boss." For this reason, self-employment is the "typical dream that
most people have." He thinks people see self-employment as Ilucrative and
associate it with living well and driving large cars. Once self-employed,
however, they find "it's not the money, but do you enjoy it." He and
several others mentioned that often the rewards of self-employment take
years to appear, and that one has to be willing to mske a long-term
commitment. '

Group members discussed the importance of having & "very, very
understanding spouse" 1if one is to be able to launch one's own business.
The demands of self-employment, particularly the long hours involved,
require the ‘"support and dedication'" of one's family and those with whom
one works. One member observed that usually spouses can be "sold” on the
idea fairly easily, for potential entrepreneurs usually can cite definite
advantages they expect to accrue from the arrangement. The problems, he
felt, are more likely to appear later, when the rewards of self-employment
are slow to materiglize. Another member cited the need to obtain a
"long-term commitment'", spanning many years, from one's spouse. Group
members did not believe that the situation was any different when a wife
was seeking self-employment from when the husband was the potential
entrepreneur.

Group members were asked to compare the demands and rewards of
self-employment and employment by larger organizations, given their
feelings about working for themselves, Several members believed that
those who are self-employed have to work longer hours. The man who owned
his own firm explained, "It's not a 9 to 5 day. You have to work to get
the job done", even if it takes 12 hours a day or more. Not all people,
he =aid, can do this. The auditor -believed self-employment would demand
much more work than his current job, while the teacher felt that if her
unpaid professional activities were considered, there would be no
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difference. Two members now working for the university noted that working
for others also often involves long days and late hours.

Several members felt that one element was common to both career
paths: the need to motivate and work through other people. One observed
that even if one is an entrepreneur, "You aren't (really) your own boss.
You depend on others to meet your goals."

The member who was not interested in self-employment talked about the
pros and cons of employment in large organizations. He identified as a
drawback the levels of management through which one must push one's ideas
in order to have them implemented. He described this as time-consuming
and discouraging. He noted, however, that he felt rewarded when something
he recommended 'finally gets through". He said that he would recommend
employment in a corporation over self-employment to any graduate. He
noted that while it is difficult to gain entry to established
corporations, significant opportunities exist in new, small,
high-technology firms.

Members were asked about the importance of security in their job
decisions and their perceptions of the relative security and riskiness of
self-employment and employment by others. One member, a university
employee, cited the security offered by large corporations. The sole
small businessman present said self-employment is risky, because it takes
time to build a firm inte a success, He felt, however, that careful
planning could help to control the risks; he said that an individual
launching a business has an obligation to prepare carefully and to take
care of his responsibilities through pre-planning. The Dean seconded this
emphasis, noting, "The key is to plan a small business and be aware of the
financisl aspects of it, including repaying the SEA loan. I don't think
you consider the risks so much.™

Group members who said they would like to open their own businesses
were asked what would have to happen to make this & reality. The teacher
sald that she would have to obtain funding and an idea which she thought
would be successful. Over the years she had considered several ideas;
they varied with what was popular at the time. The other interested
member said that he would have to have "financing, the right opportunity,
and the right timing." After two other group members said they felt that
financing was available through sources such as SBA 1leans, the two
potential entrepreneurs were asked how this information would affect their
movement toward self-employment. The replies were very general: the
teacher said she was ''giving it serjous thought" and talking to her
husband, while the other member said he was "working toward it now."

BUSINESS EDUCATION AND ENTREPRENEURSHIP

Group members were asked how their business educations had affected
their career choices and whather their educations had influenced their
decisions as to whether or not to go into business for themselves. At
least two group members said that they believed the schools had tried to
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direct them toward specific types of jobs, in that undergraduate
accounting majors were steered toward public accounting and large CPA
firms as if there were no alternatives. One man said the majority of the
faculty expressed this belief, and students had no other career
counseling. Another member said that he felt his education, concentrated
in accounting, geared him toward an established organization or a CPA
firm.

The self-employed group member felt that while his undergraduate and
graduate academic work in business was relevant when he entered
self-employment, it was only a part of his preparation. He had a great
deal of experience to bring to the task, including both his involvement in
fanily businesses when young and his experience in several corporations.

The Dean of the School of Business was especially interested in the
issues of the purpose of business education and preparation for
entrepreneurship. He believed that preparing students to operate their
own business is not the appropriate mission of business schools, largely
because of the maturational level of students and graduates. Young
people, he said, are "not ready to handle a business when they graduate."
He believed that the typical 22-year old graduate requires several years
of employment experience to develop the maturity needed to succeed in his
or her own business. A graduate also needs several years to develop the
network of contacts, ‘'people to rely on, customers, ete.", which he felt
is crucial to success, and to save the funds needed to start out without a
staggering load of indebtedness. He said that if business schools were to
undertake the preparation of entrepreneurs, it would be necessary to have
internships in small businesess, "case courses in small business successes
and failures, and practicums", Finding enough students interesgted in
these small business specialties may be difficult. Basically, he said,
the function of wuniversities is to train people to think, so they can
benefit from "continuing education" on the job, rather than to train them
for specific tasks.

Groyp members recommended that students interested in eritrepreneurship
develop the habits of reading a broad range of pericdicals and of
attending conferences. "Through =such conferences, it was suggested,
entrepreneurs can talk to others about common concerns and follow trends
in their industries.

OTHER PROGRAMS FOR ENTREPRENEURS

The two group members who expressed an interest in owning and
operating their own businesses were asked what kind of help they wouid
geek if they were to enter self-employment and what assistance they would
expect or desire from the government. Both said that they would seek the
advice and assistance of pecple whoe they felt are knowledgable in the
specifiec area and industry they chose to enter. The woman would want to
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know where to go to find help with specific problems; she would find this
out by asking people she felt should know. The man would want to have
access to an expert who could make "a lot of suggestions and contacts' and
who had a background in finance and management. All he would loock for
from the povernment would be contracts: he felt that he would not be able
to depend on the government for other forms of help because it is "too
slow to respond”.

The entrepreneur in the group had had no personal contact with
government programs to aseist small buginess, although his firm put
together packages for clients to obtain small business loans. He noted

that some Federal departments, such as Transportation and Energy, sponsor .

loan programs for =small business. Some also offer management assistance.
He also cited the Norfolk Business Center, which helps potential
entrepreneurs put together financing requests and also offers management
assistance, He believed that there are sufficient programs for small
business, although many people do not know where te go to find the help
which is available. His criticism was that much of the advice available,
including that provided by the Small Business Administration, SCORE, and
professional associations, is too pgeéneral to be wuseful with an
individual's problems. He cited the thraat of liability and ljtigation as
the force deterring these programs from providing more specific advice.

The same group member said that he felt that many potential
entrepreneurs experience problems in finding help in developing good
business plans and managerial skills. He believed that the lack of good
business plans undermines many ventures. Further, some skilled craftsmen
lack managerial abilities. He did not feel it 4s the government's
responsibjlity to help such craftsmen and potential entrepreneurs develop
these =kills; it 4is the individual's responsibility to obtain what he
needs. Another member suggested that the funding source, whether a bank
or an alternative, should put more emphasis on short- and long-term goals
and objectives in evaluating proposals and also should help applicants
develop needed skills if the project is worth investing in. This, he
felt, would be preferable to just "sending him out on his own'", presumably
to 'sink or swim". He suggested that lenders could, for example, put on
short courses in critical areas for entrepreneurs.

Another member suggested that the Small Business Admini{scration should
place more emphasis on helping loan recipients develop needed skills and
strengths. He suggested that the SBA emphasize the importance of trade
associations and the training and contacts they offer. He proposed that
it would be preferable to hire an experienced entrepreneur to help a
specific small businessman rather than setting up & center of "generalists
who cannot help any specific business".

The same member was very concerned about the financial problems faced
by small businessmen and the resulting rate of failure. He believes that
the the loans available through SBA programs are too small., He also
suggestad that the current system of lump-sum payments be replaced with a
"draw-down" or line-of-credit system. Further, loan recipients should
have a ‘'grace period" of perhaps two years before they begin repaying
their loans; this will allow them to bacome established before they are
faced with the drain of repayment.
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Fourth, I previously divided pollution abatement operating costs by value added to get the
RHI. I am now dividing by sales (value of shipments), The ratio of pollution abatement operating
costs to sales has more economit meaming. It tells us what fraction of final product price is due
1o pollution abatement operating costs and therefore gives us a pauge of how economically
important some of these costs are. The average fractian is .3 cents per dollar of sales, There are
only about 40 industries that have a fraction as kigh as § cent per dollar of sales. (The
torrelation between the new and old version of the RHI is .85

The end result of all of these chanpges is that it is not  poessible te find any industry in
which small businesses are prevalent, there are stale economies, and pollution abatement costs
are economically important, T take economically important to be a penny per dollar of sales, a
measure that Kevin telle me is often used by EPA to assess to economic importante of individual
regulations it imposes.) I have consequently decided to drop the Small Businesc Hardship Index
since that index now fails to identify any small businecs hardship cases,

Since completing the May version of the report I have spent guite some time double checking
the numbers in the report. I am confident that the numbers in this version of the report:
accurately reflect the PACE data that were provided to us, The data are most unecuivocal in

showing the absence of scale economies in pollution abatement operating costs and pollution
abatement investment costs.

1 ook forward to any further comments or suggestions you or Kevin might have,

- With best regards.

David &, Evars
DSE /K|

encl,
tc: Kevin Bromberg, Office of Advoracy
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