CHAPTER

INTRODUCTION AND RESEARCH PROBLEM

Purpose of the study

It isthe aim of this study to predict the extent to which the Brazilian
Entrepreneurship Education Training Program (EETP) participants, mostly micro and
small business owners, will be successful in accomplishing the original intent of the
program. Furthermore, it also aims to provide empirical evidence of the value of
selecting future participants in similar EETPs in Brazil so as to maximize the
effectiveness and efficiency of future programs.

Many studies employed quantitative analysis of EETP program output and its
effectiveness in terms of payback (Gibb, 1993). However, universally accepted
criteria (Wan, 1989) do not exist, so the orientation toward statistics such as number
of jobs created and sales volume is not necessarily an appropriate one. The analysis of
the behavioral or attitudinal changes of the participants could lead to the conclusion
that the program devel oped entrepreneurial propensity among them. Despite some
criticism from several authors about the results of such a procedure (Sandberg and
Hofer, 1987, Gartner, 1989; Faris, 1999; Lumpkin and Erdogan, 1999), the
behavioral/ psychological approach seemsto be the most traditional in the literature of

the field (Virtanen, 1997; Julien, 1998; Lasonen, 1999; Henry, 2000).



Research Problem

The research problem is the determination of the extent to which micro and
small business owners, the participantsin a Brazilian training program possessed the
personality traits (entrepreneurial characteristics) to succeed as entrepreneurs as
measured by the Jackson Personality Inventory (JPI) scales. Also included in this
study was @) a comparison of selected personality traits of practicing entrepreneurs
who completed the program and the woul d- be entrepreneurs who did not; b)
comparison of the same selected personality traits across gender, age, education, and
profession of participants in the program.

Several authors mention the need for more assessment of the outcomes of
entrepreneurship education and training programs (Robinson and Haynes, 1991; Cox,
1997; Henry, 2000; Luthje and Franke, 2002). Among several methodologies, studies
on entrepreneurial personality (by presenting a variety of social, psychological, and
behavioral approaches) seem to be among the most commonly utilized by researchers.
However, these types of academic studies are uncommon regarding Brazlian
subjects, and few results have been published in the country or abroad.

Furthermore, the quantitative analysis of the two populations (micro and small
business owners, and would- be entrepreneurs—participants and future participants of
the progam) involved in the study would enable the mentors of the program to further
its techniques and improve its results, thus creating propitious conditions for the
fulfillment of the community’s aspirations of creating more jobs thus helping generate
additional income.

Finally, a scholarly study in small business and entrepreneurship might entice

the local university to become more interested in developing entrepreneurial training



techniques thus improving entrepreneurship education.

Research Question

This study aims to answer the following research questions:

To what extent did the participants in the Brazilian training program have the
potential to be successful entrepreneurs as measured by the Jackson Personality
Inventory (JPI) scales?

Taking into consideration that they are mostly micro and small business
owners and aspiring entrepreneurs, what proportions of the participants are most
likely to succeed and, thus, fulfill the original intent of the program, as predicted by

the JPI?

Socio-economic Overview

It is a cliché to mention that the 1980s were a “lost decade’ for many of the
developing countries; however, thisis an undeniable reality. Many countries started
adjusting their economic policies in response to the increased costs of energy

following the events of the first oil shock of the 1970s. The additional burden of



external debt brought higher inflationary internal costs and several new interna
policies aimed at stabilizing the economy and high rates of unemployment.*

The following table gives a picture of what the situation was in Brazil during
the 1980s, atime marked by attempts to solve the economic puzzle with unorthodox
plans that culminated in hyperinflation in the beginning of the 1990s. Finally, a
stabilization plan was implemented during 1994 that reduced the inflation to single-

digit level and put the country back on an acceptable economic course.

Tablel.1

Brazil: Selected Macro Economic Figures

Years (selected)  Inflation (1) GDP growth (2)  Unemployment (3)

1980 110,2% 9,30% 6,55%
1990 1.476,7% -5% 5,25%
1995 14,7% 4,22% 4,60%
1998 1,7% -0,10% 7,60%
2000 9,8% 4,50% 7,10%
2001 10,4% 1,50% 6,20%
2003 (**) 8,8% 0,50% (*) 12,00%

(*) DIEESE (Departamento Intersindical de Estatistica) reached 17.6% of
unemployment rate for 2001 in the city of S&o Paulo, the largest of the country.

(**) Official estimative for this year.

(1) Annual General Index Price, and (3) figures published by Getulio Vargas Foundation
(2) Annud rate published by IBGE -Ingtituto Brasileiro de Geografia e Estatistica
(Brazilian Government).

! International Monetary Fund (Washington, DC) Managing Director Eduardo Aninat’s speech on
May 26, 2000 (hypertext available at: http://www.imf.org/external /np/speeches/2000/052600.htn).
Business Week “Down in the Dumpsin Latin America,” July 29, 2002 (hypertext available at:
http://www.businessweek.com/magazine/content/02_30/b3793094.htm).



However, one problem remained untouched by the new economic measures.
the unemployment rate. A different way to calculate the rate was generally accepted
after 1999 and now it includes the so-called “hidden unemployment”; the percentage
found in 2000 by DIEESE is more redlistic (among other reasons, it considers
individuals that gave up on finding a job—elderly and young ones, most especially—
and reached more than 17% of the workforce).

This was not the most critical of the country’ s socio-economic problems but it
challenged its ability to rebound. There was no cash surplus in the federal budget or
availability of foreign loans to finance large projects, similar to those of the 1960s that
provided hundreds of thousands of new employment opportunities.

In Lages, in the interior of the State of Santa Catarina, in the southern part of
the country, there was an old belief that the solution for local problems was on the
shoulders of the state and federal government, a passive attitude that was in part due
to the lack of social capital.?

Furthermore, the region’s last cycle of economical development occurred in
the 1950s, with an extensive exploitation of forest reserves that brought the economy
to the verge of exhaustion by the end of the 1960s. Consequently, the region
experienced a decline in economic and political power that resulted in cultural and
economic stagnation that remained until the beginning of the past decade.

Among many, one of the ideas brought to the community as a solution for the

2 Portes and Sensenbrenner (1993) defines social capital as the expectations for actions within a
collectivity; and Putnam (1993a, p. 35) saysthat social capital refers“to features of social organization,
such as networks, norms, and trusts, that facilitate coordination and cooperation for mutual benefit”,
part of the idea that financial capital, manufactured and environment capital, and human capital, as
well, are enhanced by the social capital (Flora, Sharp, and Flora, 1997).



lack of economic vitality and unemployment was the capitalization of small
companies through a system that would enable individuals to participate in projects as
aminor shareholder. A communal project was developed with the help of consultants
and political and financia involvement of the local government. It was speculated
that thisidea would prosper if the social capital of the community were enough to
keep all interests—sometimes conflicting—together. Unfortunately, it was not the
case, and the whole plan was then cancelled.

At that time, unemployment was running rampant, ranging from 8 to 15% of the
workforce, the highest since World War 11, and therefore, many communitiesin
several states and municipalities, private and non-profit organizations, and
universities felt compelled to find their own solution for the income generation
problem. The envisaged solution was an entrepreneurship education and training
program (EETP) aimed at developing:

= Manageria knowledge that could result in better management of the micro

and small companies, which comprised the largest and by far the most
important group of companies. Better management techniques could lead to
more profits and growth, and thus, to the creation of new jobs.

= Entrepreneurial knowledge that could result in the creation of new business

and new companies, thus improving the generation of income and creating

additional jobs.

In several parts of the world EETPs have been successfully developed. Just to
name afew, in 1975, the Indonesian government launched an EETP with positive
results; a similar program was successfully developed in Maaysiain 1979 (Chico,

1984). Satisfactory results were also obtained in Philippines and Singapore (Chico,

1984) and Latin America (Ripsas, 1998). * Other EETPs developed in the United




States during the late sixties, including formal courses in the universities; similar
programs flourished in countries like Nigeria, Tunisia, Uganda, Ecuador, Mexico,
Bolivia, Poland, India, Iran, “with encouraging results, among which are the
emergence of new entrepreneurs and firms” (Chico, 1984, p. 25).

Further, figures given by the Municipality indicate that more than three
thousand micro and small businesses do operate in Lages, State of Santa Catarina,
Brazil. A few large companies do operate in the region and are of great importance
for the local economy; however; self-employment, micro, and small businesses are
the solution for the living needs of the major part of the population. The possibility
of including managers, owners, and entrepreneurs in a university-based educational
program, together with an active federal training agency, with funds provided by the
federal government, was seen as a potential “one-fits-all” solution. At the end of
1998, representatives from all wards of the city, the municipality’s officials, and
severa other public and private organizations approved the project, and transformed it
into a coordinated, cohesive municipal action plan. It consisted of a series of courses
and lectures aimed at improving managerial skills for actual small business owners
and managers, entrepreneurship skills for would-be entrepreneurs and students, and an

extensive practical training program for the available workforce.

3 The Global Entrepreneurship Monitor (GEM), an organization created by Babson College and
London Business School, considered the United States as the world’ s leader in the awareness and
desirability of entrepreneurship. The new measurement index created by GEM reports @) the start-up
rate, and b) the new firm rate. Brazil and Korearank first, second, with 16, and 13.7 percent,
respectively; the United States comein third place, with 12.7 per cent. The explanation isthat Brazil is
highly dependent upon agriculture, where more than 28 per cent of males are engaged. It is common
belief—and a very controversial idea, indeed—that agricultural dependent economies create large
underground entrepreneurial sectors, which explains the Brazilian position as the most entrepreneurial
country, although not the mo st innovative one. See more on Global Entrepreneurship Monitor, 2000
Executive Report.



Program Description

The entrepreneurship education and training program (EETP) organized by the
Municipality of Lages, State of Santa Catarina in the south of Brazil, was offered in
response to the high unemployment rate not only in the region but across the nation.
Therefore, the desire to improve the level of income and employability in the city was
the stimulus to create new micro and small companies and improve the management
of existent ones. The city of Lages comprises 12 regions divided in 67 wards or
districts. The Municipality, together with several other public and private
organizations, launched the entrepreneurship education and training program (EETP)
after a series of diagnostic seminars and public meetings in order to check opinions
and receptiveness to the program, which was open to the public at no cost.

The participants came with diverse backgrounds and level of experience: small
business owners and managers, self-employed people, unemployed, senior and retired
citizens, students, and would-be entrepreneurs. There were no requirements in terms
of age, gender, education, ethnic origin, and economical status. The differences
among participants, ranging from poorly educated, almost illiterate individuals, to
college educated ones, were seen as a result of free-admission, government-sponsored
educational program.

The structure of the program is outlined in the figure 1.2. Participantsin the
Phase A were selected in two ways: those few with some training or theoretical
knowledge were sent to the Phase C of the program (the condominium or the
technological incubator); the vast mgjority of participants, however, started their

participation with courses and workshops (the Phase B).



Figurel1.2

The structure of the program

STRATEGIC
PLANNING &
AWARENESS ACTIONS

PHASE A: @

ENTREPRENEURS COMPANIES COMPANIES
CANDIDATES CANDIDATES TO RECEIVE ECONOMIC
TOPARTICIPATE TO CAPITAL CENSUS
PARTICIPATE INJECTION
PHASE B:
COURSESAND COURSESAND
WORK SHOPS FOR WORK SHOPS FOR
ENTREPRENEURS AND SMALL MANPOWER
WOULD-BE BUSINESS OWNERS TRAINING &
ENTREPRENEURS AND MANAGERS (Support
program)
PHASE C:
CONDOMINIUM BUSINESS
& TECHNOLOGICAL PLAN/ PROJECT
SUPPORT INCU BATOR SUBMITTED
SERVICE (new firms) TO BANKS

Source: Explanatory brochure published by the Municipality of Lages, “ Suburbs that
Work Project”, July 1998

The program was scheduled to run for a period of 17 months (from the first
semester of 1999 to the second semester of 2000), and, after that, participants were

entitled to fiscal incentives from the Municipality (basically exemption of local taxes).
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Program completion also allowed selected participants with potential for growth to
submit a credit application for their financial needs and investments to two official
banks which administered federal funds set aside specifically for the development of
micro and small companies throughout the country. Alternatively, some already
established companies and/or entrepreneurs could receive some temporary help (asin
the C Phase above) sharing some costs (rent, fax, telephone, electric energy, etc at the
condominium) with other participants, or being included in a special facility for the
development of new ideas and projects (the incubator).

The curriculum’ s objectives were to improve managerial and entrepreneurial
skills for actual small business owners and managers, and provide some tools for
those who wanted to develop new ventures or become self-employed. It included
typical management disciplines and techniques such as banking negotiation,
managing people and relationship with customers and, finally yet importantly,
simplified but efficient business plan. Teachers and instructors were provided by
Sebrae 4, afedera agency in charge of training and consulting for small businessesin
Brazil. The average number of participants per class, held in many schools of the city
suburbs, was 18. They participated in classes and lectures about subjects related to
the following disciplines with each course providing 20 classeshours:

Courses and lectures for small business owners/managers:
Courses: Managerial Development, Financial Management, Costs and Sale

Price, Human Relations, Marketing for Small Business, and Strategic
Planning.

* The structure of the federal agency Sebrae resemblesits American counterpart Small Business
Administration (US'SBA). It is maintained with federal funds and has a nationwide presence in terms
of training, consulting, and providing funds to small businesses across the country.
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Lectures: Globa Economic Conjuncture, How to Register your Trademark,
Managing Time, Environment and The Company, Managing Purchases
and Inventory, Alcohol in The Company, Succession and
Professionalization, Fiscal Management, Consumer Code, Computer
and Technology, and onsite Training.

Courses and lectures for entrepreneurs:

Courses: Small Business Management, Human Relations, Managerial
Development, Relationship with Customers, Banking Negotiation, and
Business Planning.

Lectures: Globa Economic Conjuncture, Entrepreneurship, How to Register
Your Company, Managing Time, Fiscal Management, Managing
Purchases and I nventory, Consumer Code, Sales & Marketing,
Franchising.

Despite some controversy > about the definition of amicro and small company
this study relies on the following categorization, which fits the Brazilian economic

redlities:;

a) Micro and very small company: less than 19 employees, and
b) Small company: 20 to 100 employees.

At the end of 2000, 250 micro and small companies’ owners and managers,
1,210 students, senior and retired citizens, and would-be entrepreneurs were trained,
totaling 1,460 people who attended 1,152 hours of classes. In order to receive federal
grants and financial support for its execution, the program was submitted to the
Ministry of Labor. Two of the most important financial institutions of the country
(the federally owned Banco do Brasil and Caixa Economica Federal) agreed to
participate in the program and provide financing for expansion and purchase of fixed

assets to selected participants. After its completion, in the end of 1998, the program

® The definition of size by number of employees differs by country and even within countries,
depending on government programs. However, thereis a consensusin the United States, Japan,
Germany, France and Britain, that small business has less than 500 employees (Julien, 1998). In
several countries, there are different perceptions about size: in Spain and Sweden, businesses are
“small” if they have less than 200 or 250 employees; in Greece, Portugal and Ireland, less than 50; in
Brazil, less than 100 (OECD, Summary Report, 1995). See Table 2.4 at page 23.
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received the Paulo Freire Award, given by the Ministry of Labor, as one of six best
educational programs for income and job creation in the country.

The participant’s knowledge was not formally assessed at the end of the
program; those who attended more than 75% of classes were ertitled to receive a
formal certificate of completion. However, the ability of the program to reach its
objectives was not evaluated for the following reasons. lack of evaluation expertise
and political circumstances that prevented technical evaluation (since afailure could

be an embarrassment to the Municipality’ s administration).

Significance of the Study

The significance of this study is the potential contribution in the devel opment
of the entrepreneurial culture and education in the community of Lages, State of Santa
Catarina, Brazil, and, by extension, to the discipline of entrepreneurship studies,
through:

a. Ananaysis of the entrepreneurial characteristics of the participants of this
entrepreneurship education and training program (EETP),

b. An assessment on the possible changes in a future EETP format that could
possibly be implemented in order to improve its effectiveness,

c. Demonstrate the need to use theory-based entrepreneurial knowledge to
replace the commonly accepted concept that entrepreneurial behavior and

attitudes can only be developed through practical training.
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Limitations

This study has some limitations:

Random distribution of the questionnaires was not possible due to the
characteristics of the population involved.

. Pretests could not be administered because the EETP had already finished
when this study began.

. There were no admission criteriain terms of age, professional experience, and
education since this EETP was sponsored by a public organization and offered
free of charge to participants

. No formal evaluation on the participants newly acquired knowledge was
available.

Fifteen scales grouped into five personality clusters compose the Jackson
Personality Inventory (JPI) scales. In this study three scales were administered
to the participants, and although the author asserts that they can be used

separately (Jackson, 1999, p. 3) this limited use could reduce validity.
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CHAPTERII

LITERATURE REVIEW

The review of the literature focuses on entrepreneurship relevance in both
social and economical aspects, the state of the art of entrepreneurship education, and
the need for the evaluation of the expected outcomes of the entrepreneurship and
education training programs (EETPs). The final part of this chapter is dedicated to
the most commonly adopted features of the analysis on the behavioral and attitudinal

characteristics of the EETPs participants.

The Economic Relevance of Entrepreneurship

Some economists still consider that entrepreneurship is not part of the
discipline of economics, because it cannot fit with the mathematical rigor of the
General Equilibrium Theory (Marshal (1886, 1961) and neoclassical economics, a
situation that led to a form of conflict among scholars. © In sum, the axioms necessary
to build-up alogical model (e.g., the homo economicus rationality) cannot include the
uncertainties created by the entrepreneur through new products and markets

(McFadden, 1999). Nevertheless, the field is striving to create a theoretical link

® Lewin (2001, p. 242) argued, “ The impeding death of neo classical economics has proverbially and
consistently exaggerated”; some authors (Kirchhoff, 1991) have written about “ the death of the
entrepreneur”.
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between the neoclassic theory and entrepreneurship, and also to set up the foundations
for small business economics (Brock and Evans, 1988; Acs, 1992; Tommaso and
Dubbini, 2000).

Generally speaking, there are two main lines of research related to
entrepreneurship: within economics (which has a vision focused in the broad socio-
economic environment and policies targeted toward more entrepreneurship
generation), and within management (which sees entrepreneurship connected to the
performance of the firm). ’

Schumpeter (1934), a German-born economigt, first established the most well
known relationship between the economics of innovation and the entrepreneur, and
the impact made by entrepreneurial innovation on business or economic cycles.® His
works and the concept of “creative destruction” are fundamental for the understanding
of the economic change provoked by the entreprereur. Schumpeter (1947, p. 251)
explains that for an entrepreneur, “the world is full of uninsurable risks” (or
uncertainty), and especially what Knight (1921) formerly called betting on the use and
allocation of the factors of the production.

Other authors link risk to innovation and assert that innovativeness requires
some degree of tolerance to risks or acceptance of failure in risk-bearing initiatives
(Wennekers and Thurik, 1999). At this respect it is interesting to review the model
created by Lussier, Sonfield, Corman, and McKinney (2000) with its four independent

variables that connect risk (the probability of financial l1oss) and innovation (creating a

" See more about thisin the writings of David Audretsch and Roy Thurik’s (Erasmus Universiteit
Rotterdam and Indiana University); hypertext available at:
http://www.few.eur.nl/few/peopl e/thurik/edu/bridgettop

8 See more about Schumpeter’ s business cycles and related waves of entrepreneurial innovation
in the economy in “ Catch the Wave,” The Economist, February 20, 1999.
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unique product). Although the figure presented below summarizes the original model,
itis clearly possible to identify different levels of innovation and risk in each cell. The
model also provides “awide variety of strategies that may be used by small business
managers and entrepreneurs’ (Lussier et al, 2000, p. 31) beginning with the
recognition on how they survived under the marketplace conditions. Non
entrepreneurial small businesses have the tendency to be in the low / low position
(low levels of innovativeness, and low levels of propensity to risk). Highly
entrepreneurial companies, by the contrary, will be much more exposed to risk and

innovativeness.

Figure2.1

The Entrepreneurial Strategy Matrix for Small Businesses

ﬁ’ HIGH INNOVATION / LOW HIGH INNOVATION / HIGH RISK:
I RISK:
Reduce risks by lowering investment
Move quickly and operating costs
Protect innovation - Maintain innovation
Lock in investment and - Outsource high investment
Z operating costs via control operations
8 systems, contracts, etc - Joint venture options
<
>
@)
% LOW INNOVATION/LOW RISK: [ LOW INNOVATION / HIGH RISK:
Defend present position - Increaseinnovation
Accept limited payback - Reducerisk
Accept limited growth - Usebusiness plan & objective
potential analysis
Minimize investment
Reduce financing costs
% Franchise option
- Abandon venture?
Low RISK High

Source: Lussier et a (2000).
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Myrdal (1957) and others worked extensively in the field of development
economics, and noted the crucial role entrepreneurship plays in developing countries
as apart of asocial process that could lead to social change and to sustainable growth.
He performed extensive studies on some poor countries (mostly in Africa) where the
idea was to stimulate the economy through strong governmental participation. This
was based on the assumption that poor economies were not able to work on
developmental issues like the rich countries because economic theories (for example,
the free market concept) would not work for the poor ones.

Although this sub field of economics has lost its importance and has
experienced some decline in the 1960s and 1970s, many politicians still think of it
as atool to promote socia and economic development in their communities, in the
gpirit of the old dirigisme, which lost its power after the rising of the modern market
economies. ° However, waves of entrepreneurial innovation promoted by and
stimulated by the government could produce results. The Asian countries experienced
significant progress after a well-planned program for the creation and devel opment of
new ventures. See more about this in Wade (1990) and Porter (1990).

Carree and Thurik (2002) published the following table based on a study
originally made by Wennekers and Thurik (1999) about the linkages between
entrepreneurship and economic growth. Although it does not show the job generation
process, what Kirchhoff (1999, p. 101) calls “the best known junction of economics

and entrepreneurship”, it does graphically explain the connections between

® See more about the relationship between Entrepreneurship and Development Economics on Leff, N.
(1979). Entrepreneurship and Economic Development: The Problem Revisited. Journal of Economic
Literature, Vol. 17, pp. 46-64; and also Hirschman, A. (1981). Rose and Decline of Development
Economics, In Essaysin Trespassing (New Haven). The Latin American economists with leftist
orientation, identified with the Cepal school (see Celso Furtado and Raul Prebisch, among others)
also deal abundantly with thisdiscipline.
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psychological endowments at the individual level. Some forms of interventions could
then be planed (i.e., educational programs) that could bring changes in the elements

of entrepreneurship mentioned by the authors.

Table2.2

Framework for Linking Entrepreneurship to Economic Growth

Level of conditions for crucial elements of impact of
Anaysis entrepreneurship entrepreneurship entrepreneurship
Sdf-redlization

N Psychological gz[”:;ldes Persona wealth
I ndividual endowments _ACTIONS T
level
Culture
Institutions .
_Start-ups Hrm
. performance
. -Entry into new
Firm markets
Level Business -Innovations L
culture
Incentives Competitiveness
Economic
Macro Variety growth
level Culture -Competition
institutions -selection

Source: Wennekers and Thurik (1999)
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The entrepreneurial process, as Audretsch (1995) and Henry (2000) point out,
usually starts with very small, backyard-style business, 1° which was considered by
orthodox, neoclassical economists just as a part of an unformed aggregate of the
economy (Machlupp, 1967). The perception that small and medium- sized enterprises
(SMEs) were something not to be taken into serious consideration (Julien, 1998) and
less efficient than large ones in many aspects (Kirchhoff, 1991; Acs, 1992) continued
until the middle of the 1970s.

After the 1973 oil shock, the market saw spectacular cases of big companies
running into financial troubles, and making the persistent problem of unemployment
even larger. Small and medium sized enterprises (SMES), by their turn, seemed to
cross these hard times with no apparent trouble, a phenomenon that occurred in the
United States and elsewhere in the developing and industrialized world. In the late
1970s, an article published by Birch (1979) clamed that SMEs created the mgjority of
new jobs in the United States and, despite the data analysis was not accurate (the
author later refined it) the study provoked “...an enormous controversy... Birch's
findings violated a widely-held set of prior beliefs’ (Piore, 1990, reviewing the
section about the United States, Part 7). The research was a fundamental step towards
anew understanding of the SME’s role in the economy.

The debates regarding firm size have triggered unexpected re-evaluation of the
role and importance of entrepreneurial, small manufacturing firms (Acs, 1992).
Finally, the Organization for Economic Cooperation and Development (OECD)
published a study in 1985 concluding that in several European countries a tendency
towards the concentration of workersin small businesses could be verified.

Many economists and politicians (Brock and Evans, 1989; Julien, 1998)

10 About this point, Wenneker and Thurik (1999, p. 47) asserts that although entrepreneurship is not
synonymous with small business’, SMEs are “outstanding vehicle to entrepreneurial ambitions”.
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embraced this idea enthusiastically. It appeared that a new paradigm was replacing
the old one. Where big companies, the big state-owned company, multinationals, and
private firms once played the role of chief of the economy, now small business
entrepreneurs, who seemed to be synonymous with flexibility and innovation (Brock
and Evans, 1989; Scherer, 1980, among others), have replaced them. The Economist
reports. “Now it isthe big firms that are shrinking and small ones that are on the rise.
The trend is unmistakable—and businessmen and policy- makers will ignore it at their
peril "1

Therefore, a new paradigm showed SMEs as better for the competitive
markets, their performance being superior to the large firms in terms of job
gereration, thus deserving less regulation and incentives (Loveman and Sensenberger,
1990). With some humor, Scherer (1980) cited by Brock and Evans (1989, p. 13)
concluded, “alittle bit of bignessis good for invention and innovation. But beyond
the threshold further bigness adds little or nothing, and it carries the danger of
diminishing the effectiveness of inventive and innovative performance.” The
dynamism showed by SMEs is also undoubtedly evident in regions where specific
habits and general mentality attributed to the primary sector often constitute an
obstacle to further investments and entrepreneurship. Duche and Savey (1986)
showed that regions with the highest rate of growth and job creation in France were
those where the contribution of small manufacturing business was the highest (Julien,
1998). This phenomenon can also be seen in some parts of Canada, England, and
Italy (Cross, 1987; Sforzi, 1989).

In Brazil, the same can be said, asin small communities largely based on rural

and agricultural activities, small businesses are also dominant. Additionally, with the

1 “The Rise of America’s Small Firms,” in The Economist, January 21, 1989, pp. 173-174.
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stabilization programs in the past two decades aimed at curbing inflation and some
immoderate sectoria growth, young people had to find jobs out of the traditional
areas of government-and big business, thus becoming self-employed as small and
micro business owners, and entrepreneurs (Sebrae, 1994).

The few numbers on small business show large results: in the United States 2
more than 23.2 million business tax returns were filed in 1996 and from this amount
more than 99 percent related to small businesses; 64 percent of the 2.5 million new
jobs created; 53 percent of the general employment, and about 47 percent of the GDP.
Small business generated 53 percent of Brazil’s GDP, as reported by Sebrae (1994)
and its share of jobs is about 59 percent of the Country’s workforce and 42 percent of
all salaries paid. This does not take into consideration the impact of the so-called
informal sector in the economy. 13 Gorton (1999) mentions that, by the beginning of
the 1990s, over 50 percent of the population in Bolivia, Colombia, Ecuador, and Peru
worked in informal micro enterprises. Small and medium sized companies are a major
source of new jobs in severa underdevel oped countries (Botswana, Kenya, Maawi,
Zimbabwe) as they absorb over 40 percent of new workers joining the labor force
(Liedholm, 1999) and have special significance in terms of socio-economic aspects of
the local societies.

In Germany, the share of small business in the ecoromy, as shown by the 1970
census, accounted for 98.9 percent of all enterprises, where small is defined to be less
than 100 employees (Weimer, 1990). Small businesses’ share in the employment was

not so significant, but it still accounts for 44.2 percent of all employees. Weimer

12 See more on the U.S. Small Business Administration’s Report to the President (1997).

13 Some economists believe the weight of the informal or underground sector (which is highly
entrepreneurial) in the Brazilian economy is significant, something between 1/4 and 1/3 of the taxable
universe of companies. The socio-economical importance, as areduction of the effects of
unemployment, is still much greater.
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(1990) shows in more recent data (1984) that 71.2 percent of all enterprisesin the
manufacturing sector were small.

Amadieu (1990) shows that in France the relative SMEs importance is
becoming more attractive, asin 1985 enterprises with less than 500 employees
composed 64.5 percent of the labor force, and 50.9 percent of the value added in the
economy. Becattini (1990) states that large companies (those with more than 500
employees) had their share in the Italian economy reduced from 25.6 percent in 1971
to 18.5 percent in 1981, and in the United Kingdom, Marsden (1990) reported that
64.9 percent of workers were employed by SMEs in 1986.

The following table shows a uniform participation of the small business

segment in some selected countries:

Table2.3

SMEssharein the economy (selected countries)

Country Y ear % Workforce % Enterprises % GDP

U.S. 1996 53 99.7 50-52
Australia 1999 45 96.9 -
Germany 1984 44 98.9 50-52
England 1986 56 99.8 50-53
Brazil 1994 59 99.5 53
Japan 1994 78 99.1 52-55
México 1995 50 98.0 -

Source: Loveman and Sensenberger, op.cit; OECD, Paris: Summary Report (1995);
Liedholm, C., and Mead, D.C. (1999); Sebrae, Brazil: Estudos Sebrae (1994).



23

There are more than 50 definitions of SMEsin 75 different countries
(Potobsky, 1992), and some minimum distinctions between sectors, notably within the
primary and service sectors, and some distinctions in the manufacturing sector, where
one can find different rules and norms for the so-called micro-companies. Several
authors are trying to define typologies by the type of management objectives, strategy,
and firm’s potential (Carland et al, 1984; Marchesnay, 1988; Marchini, 1988, and
others); and some authors define typologies by organization and growth (Vargas,
1984; Webster, 1976; Hosmer, 1977, and others). Finally, typologies by sector or
type of market found advocates in Preston, 1977; Vesper, 1979; Candau, 1981; and
Potier, 1986. The smpler classification is by size (number of employees, sales
volume, or the level of capital). This criterion is adopted, combined with others, in
almost all countries, as “quantitative typologies are the most easily available” (Julien,
1998, p.7).

In general, the following categorization is universally adopted, with some

variations regarding micro, very small, and small:

Table2.4

Firm size by number of employees. a general categorization

Micro Very small Small Medium Large

No. of

Employees 1to4 5t019 2010 99 100t0 499 500+

Source: OECD (Paris) Summary Report (1995). “Globalization of Economic
Activities and the Development of SMES.”
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Entrepreneurship does promote job creation and is responsible for most of the
jobs created in many countries of the developed world (Kirchhoff, 1991; Ripsas,
1998; and Thomas and Miller [1998] citing a previous work of Harper, 1991). Thel
mportance of small and entrepreneurial businesses in the economy justifies several f
orms of support and intervention, and many authors identified a number of benefits
derived from new ventures of al sizes; the related advantages appear clearly in the
global or national, societal, organizational, and individual levels (Drucker, 1985;

Brock and Evans, 1989; Acs, 1992; Julien, 1998; Henry, 2000).

The Entrepreneurship Education: the State of the Art

Although there is scanty literature on entrepreneurship education, with most of
the research * produced only in the past two decades (Garavan and O’ Cinneide, 1994;
Fleichman and Williams, 1996), there is no doubt that entrepreneurship education is
relevant. Thereis, however, some criticism, and some authors argue that the unique
abilities and skills of an entrepreneur cannot be taught, as they are innate
(Schumpeter, 1934; Ripsas, 1998). Cohen (1980), cited by Faris (1999) also
concludes that entrepreneurs are born, not made.

However, many other researchers have reached conclusions that are just about
the opposite: entrepreneurship is a discipline that can be taught and learned (Arzeni,

1998). Many scholars have decidedly been performing studies in the areain the belief

141t is worth to mention that the methodology for program evaluation isrobust and has expanded
considerably over the past 30 years, in great part as aresult of alegal measure adopted in 1965 that
required evaluation of general educational programsin the United States.
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that entrepreneurship requires some psychological skills, and that they are teachable
(McCleland, 1961; McClelland and Winter, 1971; Brockaus, 1982).

Even though the discipline appeared to be getting some visibility only in the
1960s, Kobe University (Japan) pioneered in 1938 the first educational effort in
entrepreneurship, as reported by Solomon, Duffy, and Tarabishy (2002) citing a work
made by McMullan and Long (1987). Inthe United States there were less than ten
universities teaching in this field during the 1960s, and this number increased to 400
in the past decade. Today more than 700 universities are involved with
entrepreneurship education (Luthje and Franke, 2002). Although the United States
still has the leadership in the field, there are centers for research and teaching
entrepreneurship in Europe that have grown in importance and sophistication in the
past ten years (Luthje and Franke, 2002).

Several Asian countries, stimulated by coordinated governmental policies,
started their own entrepreneurship programs in the 1970s (Chico, 1984), which were
judged as an important part of the so-called “Asian miracle’” (Mankiw, 1995). Other
countries, like Brazil, followed this kind of universal fever and especialy in the past
decade, many programs for practical, short-term training were developed throughout
the country with strong support from the government (Sebrae, 1994). Gibb (1993)
cited by Henry, Hill and De Faoite (2001) mentions that increase in entrepreneurship
education has been significant in the United Kingdom, Canada, India, Malaysia,
Philippines, and mainland Europe. Even in the command economies of the ex-Soviet
bloc, there is a market with enormous potertial, which is conducive to
entrepreneurship (Stewart, Carland, Carland, and Watson, 1999) and a growing

number of scholars teaching and researching in the field. Overall, there are more than



26

1500 colleges and universities around the world with programs in entrepreneurship
(Charney and Libecap, 2000).

Given the economic presence of small and entrepreneurial businessesin the
economy and their indisputable importance in terms of job creation and economic
innovation (Audretsch, 1995), the education of the entrepreneur is alifelong activity,
and Drucker (1985, p.264) asserts that:

In an entrepreneuria society, individuals face a tremendous challenge, a
challenge they need to exploit as an opportunity: the need for continuous
learning and relearning. Intraditional society it could be assumed—and was
assumed—that learning came to an end with adolescence or, at the latest, with
adulthood. What one had not learned by age twenty-one or so, one would
never learn. But also what one had learned by age twenty-one or so would
apply, unchanged, the rest of one’slife. On these assumptions traditional
apprenticeship was based. .. crafts, professions, systems of education and
schools are till, by and large, based on these assumptions. The correct
assumption in an entrepreneurial society is that individuals will have to learn
new things well after they have become adults—and maybe more than once.
The correct assumption is that what individuas have learned by age twenty-
one will begin to become obsolete five to ten years later and will have to be
replaced—or at least refurbished—by new learning, new skills, new
knowledge.

In arecent survey covering entrepreneurship education in the United States,
Solomon et al. (2002, p. 1) mentions, “the past decade (1990-1999) witnessed
enormous growth in the number of small business management and entrepreneurship
courses at both the two and four-year college and university level.” The report
continues: “there is also evidence that institutions are receiving magjor endowments for
entrepreneurship education in the form of chairs, professorships, and centers. A
surprising (positive) trend emerged from the data regarding entrepreneurship
education and the use of technology.”

However, a survey made by the experts from Global Entrepreneurship Monitor
in 2000, was negative on how schools teach basic market principals and

entrepreneurship, and said that higher education can do a better job in

entrepreneurship education. The bright side of the report is about business and
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general management education in the United States, which is considered outstanding
and world-class.

Solomon et al. (2002) cites severa authors which advocate an
entrepreneurship education with ideas on how to explore business opportunities
(Vesper and MacMullen, 1988); how to understand the challenges of business entry
(Gartner and Vesper, 1994) which requires the development of abilitiesin such areas
as negotiation, leadership, product development, creative thinking and exposure to
technological innovations (Vesper and MacMullen, 1988); sources of new venture
capital and idea protection (Vesper and MacMullen, 1988); characteristics that define
the entrepreneurial personality (Hills, 1988; Hood and Y oung, 1993); and all the
challenges associated with the venture development (McMullan and Long, 1987;
Plaschka and Welsch, 1990).

Solomon et al. (2002, p. 4) aso contend that education for entrepreneurs and
small business owners are not the same, and the first one should be concerned with
“originating and developing new ventures, and the second with how to achieve good
balance in sales and costs within a normal, existing business.” Henry, Hill and De
Faoite (2001) confirm thisidea and assert that most researchers differentiate
entrepreneurship education and training program (EETP) targeted at the entrepreneur
or at the small business owners and / or managers.*®

Other authors advocate that EETPs help improve the management of actual
companies (managerial skills), enable the development of ideas that lead to the

creation of new ones (entrepreneuria skills) and, consequently, improve the general

15 The role of the manager can be similar to the entrepreneur (see more in Pinchot, 1985; Hisrich, 1990)
and in general the manager acts as a representative of the owner. Both, however, have distinctive
(managerial, not related to the creation and innovation) functions. Julien (1998, p. 117) says*“we
cannot talk about small business owner/manager without also talking about entrepreneurs’, a point
previously raised by Kirchhoff (1994)
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income and reduce unemployment in the community. Some authors consider these
objectives as valid and assert that management training and the development of
management expertise are relevant and required for success and survival (Reid, 1987;
Ball and Shank, 1995; Marshall, Alderman, Wong, and Thwaites, 1995; among
others).

Entrepreneurship education has been popularized for several reasons (Charney
and Libecapp, 2000), among them the development of business plans, an educational
tool that enable students to practice and integrate their knowledge on avaried set of
disciplines, such as accounting, finance, marketing, economics, etc. EETPs enable
the transference of knowledge-based technology from universities to the market, and
forge connections between the academe and the “real” business world. Lasonen
(1999, p. 14) claims that entrepreneurship education should be adjusted so as “to
enable teaching and learning, fostering creative and innovative citizens who are able
to employ themselves.” An ideathat Jamieson (1984, p. 9) cited by Henry and Hill
(1999) explains as “a curriculum which fosters skills, attitudes and values appropriate
to starting, owning, managing or working in a successful business enterprise’.

Courses in entrepreneurship should be concentrated in the early cycles of the
businesslife (Vesper and MacMullan, 1987) and should leave the traditional
management education approach that offers aformat that fits venturesin all
of its stages (MacMullan and Long, 1987), a common educationa procedure adopted
by many business schools. Luthje and Franke (2002) points out that general business
management education has no significant impact on entrepreneurial
propensity, a point confirmed by Hostager and Decker (1999).

Entrepreneurship education and training programs (EETPs) are frequently of

very short duration compared with other educational programs in the business area,
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some lasting just few days and some are extended over longer periods (Gibb, 1993).
American universities are taking the lead in the field by providing a curriculum. On
one sideit is based on practical activities and case-studies; and on the other side, it is
based on the theories and concepts that are brought by the extensive and important
network of scientific publications, periodicals, and journals. Approaches to
entrepreneurship education range from simple preparation of business plans or
business development analysis to an integrated group of disciplines that include
strategy, marketing, finance, and technology, among others (Charney and Libecap,
2000).

Neumann and Klandt (1992), based on a U.S. Small Business Administration’s
report from 1992, reported that entrepreneurship courses in the United States were
split thisway: a) graduation 31.9%, b) non graduation 17.6%, and c) without
certificate of completion 50.5%. The same authors point out that the most common
teaching methods were seminars and lectures, followed by case study on paper, role
models, private study through literature, preparing a paper, management and business
games, presentation, computer support, real world case study, working in small
groups, role games, practical training, private study with computer, project studying,
excursion, multi media teaching systems, video training, and experience groups.

Garavan and O’ Cinneide (1994), analyzing entrepreneurship education in
Canada, the United States and European countries, points out the existence of
four main types of EETPs.

» Those based on the idea of education and training for small business owners,

= Entrepreneurial education, focusing on the creation of new enterprises
centered in a new product or service,

= Continuing small business education, a program designed to enhance ard
update skills;

=  Small business awareness education, a program aimed at increasing the

number of people who are already knowledgeable about small business and
making them increasingly aware of small firms as a career aternative.
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In the United Kingdom, Levie (1999) reports 86% of the courses had project
work, 75% had guest speakers, 66% used student plans, 55% used oral presentations
and 69% required written exams. Other teaching and learning methods include group
projects, group business plans, individual essays, and case studies. He notes that there
is adifference in choice of teaching and learning methods between two types of
courses: those concerned with real entrepreneurial activity (courses for
entrepreneurship) and those that transfer some level of knowledge about
entrepreneurship (courses about entrepreneurship).

Henry et a (2000) in an analysis made on eight EETPs in five different
European countries, which also included case studies and a longitudinal study over a
three-year period, reached these conclusions: the duration of the programs
range from 9 to 15 months; workshops/ training from 3 to 12 days, success rate of
new business creation (from 12% in Spain to 58% in Ireland), and number of jobs
created ranging from 8 in one program in Ireland to 96 in Netherlands, and 100 in
Finland. Additiona benefits of the program, in terms of overall perception, were:
contacts with other aspiring entrepreneurs; business training; knowledge of
marketing and business legal issues; better understanding of business operations;
personal development, etc. New skills or knowledge gained, also in terms of overall
perception, were marketing, finance, business planning, and human resource
management.

These results helped to develop the idea of a best practice model for EETPs,
summarized as follows as a three-part program:

= Stage 1 (the Pre-Program) requires a pre-program workshop, application and
evauation of the applicants and some testing;

= Stage 2 (the program), training and workshop sessions, real entrepreneurs as
speakers, business counseling and mentoring, office-incubation facilities,

financial help available;
= Stage 3 (the post program), posttests, summative program evaluation, support
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and networking opportunities, and participants tracking.

The authors intended to test this model in practice. It offers awell-researched
framework to both first time and experienced providers, and has potential to ensure a
broader entrepreneurial education to entrepreneurs and would-be entrepreneurs.

Luthje and Franke (2002, p. 10), in areview about EETPs in Germany, using
the American Massachusetts Ingtitute of Technology (MIT) as a benchmark,
recommends that they match the following objectives:

= |mprove the usage by students of the theory-based knowledge;

= Involvement with experiential learning and real-world experiences teach the
application of theoretical concepts to the reality of the day-to-day business
life;

= Improve the knowledge of innovative opportunities, through access to the
vanguard of technological development.

In an extensive research on entrepreneurship curricula, Rey (2001, p. 81) *©
goes further and recommends that EETPs provide the following knowledge:

Awareness of entrepreneuria spirit and culture

Learning of specific entrepreneurial skills and know- how
Researching of entrepreneurship issues

Creation of enterprises (for employment of any kind)

Creation of university spin-off companies

Creation of spin-off companiesin public research centers

= Creation of spin-off companies in large firms (intrapreneurship)

Additionally, the same author recommends that an EETP “must plan different
kinds of courses for different target groups and objectives’ and, secondly, it has “to
be aimed at creating companies and consolidating existing ones’ (p. 40). Heaso
furnishes fresh ideas about how EETPs should integrate two different kinds of

skills or competencies:

16 Rey (2001) partnering with University of Edinburgh, performed an extensive research to develop
and implement a new entrepreneurship training curricula covering 14 countries: UK, Germany, France,
Italy, Sweden, Belgium, Netherlands, Spain, Ireland, Finland, Switzerland, Denmark, Portugal, and
Austria.
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= Manageria and entrepreneurial skills, which are taught in “generic”
entrepreneurship Courses,

» Interface management skills, taught by specialized instructors and oriented
toward technology entrepreneurs.

Rey’ s work details extensively the skills necessary for an entrepreneur located
in the technological area; however, most of his recommendations can be used in any
entrepreneurship educational process.

There is no standard curriculum adopted in the universities, and many of them
have devel oped their own concept of entrepreneurship. In several American
universities, the Entrepreneurship program is heavily concentrated in a few
disciplines. The disciplines that appear to be the most important ones together with
Entrepreneurship are Business Planning and Management techniques followed by
Marketing and Technology. In many cases, some disciplines can be identified as
belonging to two or more fields, and the ideal of interdisciplinarity leads to a
somewhat confused or too similar categorization that could be included in one branch
of knowledge or another. This gives the idea of a scattered discipline that lacks
coordination and cohesiveress. See more about this in the Appendix B, which
presents a review of several American and foreign universities and their
entrepreneurship curricula.

Despite the resistance from conservatives entrenched in many departments
in universities around the world, the discipline is growing in terms of
academic respectability (Singh and Magee, 2001; Streeter, Jaquette, and
Hovis, 2002; Luthje and Franke, 2002), although still playing secondary roles
in some countries, as in Germany (Minks, 1998, cited by Luthje and Franke, 2002)
and in many others where the traditions of the academeis still prevalent.

Solomon, Weaver, and Fernald (1994) say that small business and

entrepreneurship have the potential of being the most important business disciplines
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of the 21% century. Ronstadt (1985), cited by Brown (1999) claims that
entrepreneurship is an important educational innovation and, as such, an important
field for research and teaching. There is an on-going discussion on what constitutes
the education of anentrepreneur and a consensus that the field is far from maturity
(Robinson and Hayes, 1991, cited by Solomon et al, 2002). What was done with the
study of management more than thirty years ago is needed to be done now for
entrepreneurship: develop “principles and practices, and the discipline itself”

(Drucker, 1985, p. 17).

Entrepreneurship Education and Training Programs (EETPs):

Expected Outcomes

The entrepreneuria process comprehends the creation of new and usually
small companies, and this sector is going through a long cycle of growing importance
since the discovery that small businesses in general are responsible for most of the job
generation process in the late 1970s (Birch, 1979). The sector accounts for about 50%
of the domestic production of goods and services in al industrialized and devel oping
countries (Brock and Evans, 1988; Ripsas, 1998; Julien, 1993, 1998; Liedholm and
Mead, 1999; Henry, 2000; many others).

For this reason, it is generally accepted that, due to its socio-economic
importance, entrepreneurship is a process that clearly needs some form of

intervention, as the benefits derived from supporting the entrepreneurial process reach



not only individuals, but also the society as awhole, locally and globally. The
entrepreneur ship education, among several forms of intervention, is one way to
achieve the goal of generating employment and wealth, increase the creation of new
companies, and reduce the failures of existing businesses, ideas that were embraced
by politicians and decision-makers in many countries (Brock and Evans, 1998;
Hisrich and Peters, 1989; Julien, 1998; Wennekers and Thurik, 1999; Kayne, 1999;
Rasheed, 2000; Henry, 2000; Henry et al, 2001).

Plaschka and Welsh (1990), cited by Henry (2000) concludes that thereisa
parallel between an increase in the number of entrepreneurship courses and a growth
in the level of new business in the United States.

Robinson and Haynes (1991); Bechard and Toulose (1998); Henry (2000),
among others, mention that there are many researchers that have advocated the need
to evaluate EETPs. However, most of entrepreneurship education programs suffer
from lack of reality-based and systematic evaluation (Ames, Rumco, and Segrest,
2002) and some authors skeptically commented about the need to examine if there are
any lasting effect of EETPs (Garavan and O’ Cinneide, 1994).

Gibb (1993) mentions that some difficulties arise when evaluating
entrepreneurship interventions, such as identifying appropriate output and the
effectiveness in terms of payback, while other authors argue that their effectiveness
tends to be more qualitative than quantitative (Henry, 2000, p. 273).

Qualitative outputs 1’ are considered as highly desirable, and these are
generally considered among the most importart ones:

Reduce poverty and crime
Improve management skills

= Contribute to risk-taking
= Open the ways for social ascension

17 See more on Charney et al (2000), and Henry (2000).
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= Help develop flexibility and innovativeness in the workplace
= Help new generations of business founders

* Improve habits, attitudes, and behaviors

= Help improve job satisfaction

While some of these outputs are the ground for official and private providers
and funders, economic outputs are regarded by communities as the most relevant.
Thisisin part due to short-term expectations and aso due to itsimpact on personal
income:

Creation of new firms
Increase in the number of jobs
Survival rate of new and existing firms

Volume of investments (expansion, new fixed assets)
Technol ogy-based new ventures and products

Kirschbaum (1990), cited by Ripsas (1998) stated that poorly developed
entrepreneurial ideais an impediment for achieving success; the opportunity
recognition process is part of the new venture creation, and needs some especial
training (Timmons, 1994). The technology transfer from the universities to the market
also needs some training, and this kind of training has the special merit to forge a
connection between the businesses segments and the academic communities (Charney
et a, 2000), thus helping to foster an entrepreneurial culture necessary for the
formation of specialized industries (Acs, 1992) and networking (Audretsch, 1995;
Liedholm and Mead, 1999).

The so-called “socia capital”, a concept being developed by economists and
socia researchers, is also part of the entrepreneuria culture (Arzeni, 1998), a crucial
element of the socio-economic development.

Severa authors who developed studies on the topic of entrepreneurial success
(Shaver, Gartner, Gatewood, and Vos, 1996), successful programs on
entrepreneurship (Rey, 2001), and predictors of success (Miner, 1996) although

Henry (2000, p. 269) warns that the range of requirements for entrepreneurial success
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“is so vast that one is left with the impression that an entrepreneur is a super human
being”.

Without an evaluation, an educational program is unlikely to produce the
expected results; too often, “administrators are surprised to see that programs have
outcomes quite different from those the program developers intended” (Shaffer et a,
1997, p. 3).

The University of Arizona (Charney and Libecap, 2000) has found that
entrepreneurship and education training programs (EETPs) “attract substantial
private-sector contributions; produce self-sufficient, enterprising individuals,
successful business and industry |eaders; enhance a graduate’s ability to create
wealth; produce champions of innovation, and lead to greater opportunities with
advancing technologies.” 8 The Global Entrepreneurship Monitor Executive Report
(2000, p. 24) praises the results of this research as “stunning” and “impressive’” and
concludes that entrepreneurship education in business schools throughout the United
States is rewarding graduates, colleges, and the society.

Taking into consideration the above and the growth of entrepreneurial
education all over the world (more than 1500 universities and colleges teaching
entrepreneurship [Charney and Libecap, 2000], from less than a dozen in the 1960s),
one should conclude that entrepreneurial education is definitely a part of today ‘s
educationa realities, and that communities al over the world have a definite sum of

expectations from EETPs, and that these expectations can be measured and eval uated.

18 See more at: http://www.bpa.arizona.edu/programs/berger/publications/impact_measuring.htmi
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The Psychological and Behavioral Approach

Many authors argue that entrepreneur’s psychological traits and behavior are
important and deserve to be evaluated, as they define entrepreneuria propensity.
Ripsas (1998, p. 112) points out that “the main ideais to distinguish between the
dynamic entrepreneur and the more static small business manager”, however he sees
an obstacle for this behavioral approach, as “it seems very difficult to observe an
entrepreneur in al steps of the creating process.” Ripsas (1998, p. 112) isalso critical
on the psychological approach, which tends to assume that the entrepreneur isa
particular type of person, “afixed state of existence,” a point also critiqued by Gartner
(1989). Some authors (Gasse, 1982; Brockaus and Horwitz, 1986; Cohen, 1980; and
also Ripsas, 1998) reported some disappointing results.

However, Ripsas (1998) concedes that the psychoanalytic perspective could
overcome some deficits on the trait approach. Other authors call for more studies to
compare characteristics and behaviors of individual entrepreneurs (Cox, 1997;
Wagner and Sternberg, 2002, citing a previous work of Sternberg [2000] in Germany)
in the international arena. Lasonen (1999, p. 4) asserts that that EETPs have to
encourage “ certain ways of thinking and action and certain attitudes, which represent
internal entrepreneurship”, a point similar to Virtanen's (1997). Among the
conditions for entrepreneurship, psychological endowments (which trandate for
attitudes, skills, and actions) occupy a prominent position and are considered as a
fundamental element for entrepreneurship (Carre and Thurik, 2002, citing a previous

work by Wennekers and Thurik, 1999). See more about this point in the table 2.2.
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In the 1960s, a group of psychologists at Harvard University started a series of
programs, under the direction of David McClelland, to increase awareness about the
need for achievement, a concept that comes from Murray (1938), Atkinson (1958) and
McCldland (1961). Since then, many researchers have explored this sub field, in the
hope of identifying how successful entrepreneurs differ from others on some factors
(Ames, Runco, and Segrest, 2002). Other authors have used the same exploratory
way to reach similar conclusions (Lynn, 1969; Aronoff and Litwin, 1971; Durand,
1975, 1983; King, 1985; Scherer, Adams, Carley, and Wiebe, 1989; Hostager and
Decker, 1999; Stewart, Carland, Carland and Watson, 1999; many others).

Reviews of the literature in the field have been critical of this trait-oriented
approach (Brockaus and Horwitz, 1986) and “its failure to address why some are
more likely than others to pursue and maintain an entrepreneurial career” (Scherer et
a, 1989, p. 53). Some authors argue that there is no single measure method that could
provide afully and reliable assessment of entrepreneurial personality traits (Hostager
and Decker, 1999), and others work on the assumption that entrepreneurial
dispositions are “a fundamental element in the development of a theory of the
entrepreneur” (Stewart and Roth, 1999, p. 3, citing a previous work of Carland et al,
1984) and that these streams of research “are most commonly evident in descriptions
of the entrepreneur” (Stewart et al, 1999. p. 2). See more about thisin Long (1983),
and Carland et al (1984). Despite this controversial situation, research studies using
these personality traits as a basis to evaluate and understand entrepreneurs and their
behavior as well as the results of educational and training programs are becoming
frequent. See more on thisin the works of McClelland, 1961; Aronoff and Litwin,

1971; Durand, 1975; Scherer et al, 1989; Hostager and Decker, 1999, among others.
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The psychological field of entrepreneurial traits was intensively researched,
especialy in the 1980s and it is considered as one of the main themes of
entrepreneurship research (Julien, 1998). The most common characteristics attributed
to entrepreneurs (Lumpkin and Erdogan, 1999) are the need for achievement, locus
of control, and risk-taking propensity (Gartner, 1985), followed by preference for
innovation, tolerance for ambiguity and uncertainty, and self- awareness. Bonnet and
Furnham (1991) and Ahmed (1985), both cited by Lumpkin and Erdogan, 1999)
found some correl ation between these qualities and entrepreneurial ability.

The psychological approach—some authors prefer the expression “behavioral
approach”, some use the expressions interchangeably, and others make a clear
distinction among them 1° —seems to be the most traditional and well researched
(Henry, 2000). Three sets of psychological traits are generally considered more
relevant inthe descriptions of the entrepreneur as an individual: the need for
achievement, risk-taking propensity, and preference for innovation (Aronoff and
Litwin, 1971; Timmons, 1978; Long, 1983; Carland, Hoy, Boulton and Carland,
1984; Julien, 1993; Stewart et a, 1999; Hostager and Decker, 1999; Rasheed, 2000,
among others). The most researched of all has been the need for achievement,
followed by risk-taking propensity, perhaps the most controversial of al. Risk-taking
propensity has been aso identified as a characteristic of small business owners, as the
tasks roles for both small business owner / managers and entrepreneurs entail taking
risks (Stewart and Roth, 1999). The final characteristic that has been research at
length is preference for innovation (which comes as a direct consequence of

Schumpeter’ s [1934] thinking).

19 See more about this distinction in Ripsas (1998), p. 112.
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Thomas and Mueller (1998, p. 2) argue that there is a configuration of
“psychological traits, attributes, attitudes, and values representing the entrepreneurial
archetype.” Hatten and Ruhland (1994) in a study about entrepreneurship education,
suggests that there can be improvement in entrepreneuria attitude through
participation in training program. Many authors have insisted that the entrepreneur is
an innovator (Schumpeter [1934] is the most distinguished of all), prone to accept
challenges and risks (Hebert and Link, 1989; Ripsas, 1998), an idea that comes from a
thinking lineage from the classic economists (Cantillon, Mill, Knight, Mises, etc).

Miner (1996) studied one hundred established entrepreneurs over a period of
seven years. Based on previous studies conducted by Bellu and co-workers (Bellu,
1993; Bellu and Sherman, 1995) as well as Miner (1990, 1993) and Smith, Bracker
and Miner (1987), the author concluded that four personality patterns (personal
achievers, real managers, empathic supersalespeople, and expert idea generators) are
associated with success levels far more often than the entrepreneurs without any
strong pattern are. Miner utilized 43 different test measures from 17 different types of
structured questionnaires and psychological tests, and explained that most of them are
not merely relevant to entrepreneurship, but aso, they are short, easily scored and
“thus useful for teaching people to understand a characteristic” (p. 4). ° The
descriptions of each of these types include some common personality traits: the
personal achiever has a strong need to achieve, adesire to plan and set goals, etc.

The emphatic supersal espeople have a need for affiliation, a common trait found in

20 Miner (1996) used, among others, the Lynn Achievement Motivation Questionnaire (Lynn, 1969)
which was entirely based on McClelland’s (1961) TAT- Thematic Apperception Test; the Individual
Behavior Activity Profile (Matteson and Ivancevich, 1982); Rose Tension Discharge Rate Scale (Rose,
Jenkins and Hurst, 1978); Matteson and Ivancevich Internal-External Scale (Matteson and Ivancevich,
1982); Shure and Meeker Risk Avoidance Scale (Shure and Meeker, 1967) plus 12 other different

scal es covering subjects like “ sentence completion scale”, problem-solving questionnaires, decision
styleinventory, etc. The datawas obtained through the above questionnaires, formal presentations,
feedback discussions, and follow-up interviews.
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the literature. The real manager possesses a desire to be a corporate leader, a desire
for power and competition, etc, which leads to the concept of need for power; and
expert idea generators, leads to the concept of innovation. Miner (1996) also givesin
his study atable on the intercorrelations of the personality scores and reaches the
conclusion that all individuals strongly related to the four personality patterns are al'so
related with corporate success levels; their scores as successful entrepreneurs exceed
by far those for entrepreneurs without any strong pattern as described above.

Driessen and Zwart (1999) conducted a literature research on the
psychological characteristics of entrepreneurs and concluded that there are three main
characteristics and five secondary ones. The main ones are Need for Achievement
(nAch), Internal Locus of control (ILOC), and Risk Taking Propensity (RTP); the five
secondary characteristics are Need for Autonomy (nAut), Need for Power (nPow),
Tolerance of Ambiguity (ToA), Need for Affiliation (nAff), and Endurance (End).

The authors explain that successful entrepreneurs show consistently higher
scores on the characteristic mentioned above, in comparison with less successful
entrepreneurs, small business owners and managers, and non-entrepreneurs. They
define the successful entrepreneur as the individual who starts a new venture with
some degree of innovation and keeps it working profitably for a period of at least five
years, according to the definition given by Hornaday and Bunker (1970). Thus
continuity in business is a strong factor for success; other authors link success to
financia terms (Perry, 1988; Gatewood, 1995). Part of the different criteriafound in
the literature can be seen in the following table, together with its author’s conclusions

about the relation with the psychological trait and the definition of success.
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Table2.5

Entrepreneurial Characteristics and Relation with Success

Author Definition of success Trait Relation
n Ach Postive
Ahmed (1985) Start of a business ILOC Positive
RTP Positive
. . . n Ach None
F rg”;a' growth in: ILOC Tow Tiquid.
Begley (1987) b. return on assets _Iﬁg: :'O%ZROA
c. liquidity ratio TypeA Nore
Komives (1972) Survival in first few years N Ach Positive
Hull (1980) Start of a business N Ach None
Brockhaus (1980a) | Survival in first few years ILOC Positive
Warner (1969) in : N Ach Positive
Brockhaus (1982) | 9N company performance N Pow Half post.
. ILOC Positive
Gatewood (1995) Payment of products first year Enduance T Postive
N Ach Positive
100 fastest growing companies | ILOC Half Posit.
Hood (1993) in America (not specified) RTP Positive
Endurance | Half posit.
n Ach Positive
Surviva after five years and 2 m E(;i‘tlves' .
Hornaday (1970) conducting business where there AT 5 Npo -
was none before n r. veg.
ILOC Positive
RTP Positive
n Ach Positive
Survival after five years with n Aut Positive
Hormaday (1971) more than eight employees nAggress. | None
n Aff Str. Neg.
Financial growth in personal n Ach Half posit.
Perry (1988) income and return on investment | ILOC None

Source: Driessen, M.P., and Zwart, P.S. (1999). The Role of the Entrepreneur in
Small Business Success: The Entrepreneurship Scan. Proceedings of ICSB Singapore
Conference.

Shaver, Gartner, Gatewood and Vos (1996, p. 33) in their conclusions
regarding the assessment and measures of achievement motivation, locus of control,
risk perception, and creativity with 116 adults with multi-racial backgrounds, and

dealing with the issue of success after entrepreneurship courses, asserts that it is



“clearly possible to get reliable data on psychological characteristics of
entrepreneurs.”

There are severa methodologies to evaluate these psychologica and
behaviora constructs, from the Thematic Apperception Test used by McClelland
(1961); Durand (1983); and Hostager and Decker (1999); structured interviews
(Fayolle and Servais, 1999) to more refined instruments like questionnaires (Lynn,
1969; King, 1985; Miner, 1996), which were developed into structured and tested
scales, forming a set of measures of personality which reflect avariety of
interpersonal, cognitive and value orientations “likely to have important implications
for aperson’s functioning” (Jackson, 1994, p.1).

Taking into consideration the reasons mentioned above; the number of
scholarly works published in the area; the fact that Organizational Behavior links with
Behaviora Economics—a new field awarded two Nobel Prizes in the recent past—
and both are making important contributions to entrepreneurship as a discipline, this
study focused on the possible socio economic impact of a entrepreneurship training
program, and utilized scales measuring need for achievement, innovativeness, and
risk-taking propensity as a basis to evaluate possible psychological and attitudinal

changes in the participants.

Conclusion

The review of the literature on entrepreneurship and its related educational

programs has led to the conclusion that entrepreneurship is relevant both in



economic and educational terms. Entrepreneurship as a discipline is growing and
occupying more space in academic circle and in the minds of public planners, despite
some perception of lack of academic rigor and discipline categorization. The
evauation of EETPsis a priority and many authors have produced relevant worksin
the field and their conclusions and methodologies are relevant to discern how EETPs
are reaching their goals and how their outputs benefit the community and the
economy, the ultimate objective of any entrepreneurship educational program.
Finally, the instruments currently being used for the evaluation of psychological and /
or behavioral characteristics of entrepreneurs—a sub field that has made relevant
contributions to the science of entrepreneurship—were evaluated and the conclusion
reached enabled this researcher to determine that they could be applicable as a means
to assess the EETPs possible behavioral outcomes.

The contribution of this work to the entrepreneurship literature is two-fold:
first, it provides a partial measure of the results of an entrepreneurship-training
program developed in the State of Santa Catarina, Brazil, which has a great deal of
socio-economic relevance to that region. Secondly, through the utilization of
psychological and behavioral measurements on manageria and entrepreneurial
characteristics, it provides a quantitative analysis of the potential behavior change of
the participants of the program, an aspect that has been deemed as necessary to the
entrepreneurship discipline, and to the evaluation of entrepreneurship education in

general.
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CHAPTER 11

METHODOLOGY

Introduction

In order to answer the research question of whether a group of participantsin
an entrepreneurship and education training program (EETP) have the potential to
succeed as entrepreneurs as measured by the Jackson Personality Inventory (JPI)
scales, this chapter focuses on the quantitative methodology used to provide an
assessment of this potential outcome. The research problem is to determine whether
the participants possessed the personality traits (entrepreneurial characteristics) to
succeed as entrepreneurs, and also furnish a comparison of selected personality traits
of practicing entrepreneurs and would-be entrepreneurs across gender, age, education,
and profession.

The EETP aimed to disseminate management and entrepreneurial techniques
to reach the community’ s goals for job and income generation. It analyzed three self-
reported behaviors. need for achievement, innovativeness, and risk-taking propensity.

The chapter explains the characteristics of the population that composed the
two groups (comparison and treatment), the study design utilized for the evaluation of
the chosen entrepreneurial characteristics, the nature and source of the data, the data

collection process, and procedures and instruments employed to analyze data.
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Research Design

Thisis an applied research, which provides contributions to theories that can
be utilized to formulate “ problem solving programs and interventions focusing on
economic guestions deemed important by society ” (Patton, 1990, p.160 and 190); a
field study, which used the posttest-only design (FitzGibbon and Morris, 1987) to
investigate whether a professional, educationa program based on managerial and
entrepreneurial techniques had improved participants behavior thus helping them to
succeed as entrepreneurs. Norcognitive instruments such as pre-formatted scales
were employed to survey attitudinal differences between the groups of participants
(treatment) and nonparticipants (comparison).

The following diagram explains the design used in this research, which is
“The True Control Group, Posttest Only Design” (FitzGibbon and Morris, 1987, p.

57; Shaffer, Hall, and Bilt, 1997):

> Time >
1 2 3 4
R 1 (pre) 2 (post)
Treatment Group . X @)
Comparison Group . . : O
Where:

R = the process of randomly assigning respondents to groups
X = exposure of a group to the program or experimental condition
O = the process of observation or measurement (pretest, posttest)
Participants of the program had aready finished all training and seminars by
the time the research had begun, thus not alowing for pretests. Kirkpatrick (1994)

does not recommend the before-and-after approach when the learner has no previous

skills and the subject being taught is new, which is the case of this population, as
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training on managerial and entrepreneuria techniques were not available to
participants before the program. The few individuals already trained were moved to
the condominium or the incubator mentioned in the Chapter 1, page 9; they did not
participate in the program (Phase B) and therefore they were excluded from this
research. Randomization was not fully achieved due to the specia characteristics of
the population involved, as explained in the next section. The study used two groups
of individuals; the participants (treatment group) received the intervention (the
program) and a posttest; nonparticipants (comparison group) did not receive the

intervention and have received the posttest only.

Selection of Participants

The selection of participants was made through the convenience sampling
method, a way to select some “politically sensitive site or unit of analysis’ (Patton,
1990, p. 180), and aform of stratified sampling (Gliner and Morgan, 2000).

Participants and non-participants were listed and contacted (by phone or in
person) by the Municipality’s program coordinator together with the researcher. After
explaining the reasons of the call and the purpose of the survey, a meeting was
scheduled with small groups organized into regions or groups (such as artisans) to
present and explain the scales. In many cases, such groups had a leader or a monitor
able to call and organize these meetings who was contacted by the program

coordinator and, later, by the researcher.
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Two factors prevented random assignment of the JPI scales: low educational
levels of most of participants and non-participants (which prevented them from
getting an adequate understanding of the three scales), and the fear that giving
information to an individual (the researcher) indicated by the program administrator
(the Municipality) could lead to future tax increase. This is understandable since as
many of these micro and small business owners and entrepreneurs work in the
underground, informal side of the economy.

The group of 250 micro and small business ownersmanagers—already trained
by the program—was the focus of the program, and the most important one in terms
of program’s objectives. This group furnished the names that composed the treatment
group for the purpose of this study and it also included a small number of individuals
who were working as self-employed (and also a small number of employees), but
were willing to move and organize their own businesses.

Those listed as non-participants—to be trained by the program—were those
who manifested their desire to develop small businesses in the near future, acquire
some entrepreneurial and managerial tools through the training facilities and
opportunities provided by the program, and to change their professional status from
clerical workers to self-employed individuals. They composed the comparison group
for this study.

All participants and non-participants belong to these three categories, i.e.,
micro and small business owners or managers, self-employed, and would-be
entrepreneurs. The most visible difference between the two groups consisted in the
larger number of would-be entrepreneurs in the Comparison group, which included a

small number of individuals working as employees and preparing themselves for a
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new venture or self-employment; and the large number of individuals in the treatment

group already possessing their own businesses.

Participant’s Profile

Table 3.1 shows the population reached by the program, which totaled 1,460
individuals. The target population comprised of 250 individuals who were micro and
small business owners exposed to the program. They were the immediate focus of
attention from the program coordinator, as most of the results of the program were
expected from them. From this group of 250 micro and small business owners/
managers, 57 individuals (23% of the population) filled out the scales thus composing
the treatment group. The comparison group came from the group not exposed to the

program (the c-Group with 54 individuals) thus totaling 111 participants:



Table3.1

The Population

Micro and small business owners and Population  t-Group:
managers, self-employed individuals, and 250 57 *
entrepreneurs:
Students, senior and retired citizens,
employees, and unemployed individuals: 1,210 -
Individualstrained 1,460
(exposed to the program):

c-Group:
Individualsto be trained N/a 54 **
(not exposed to program):
Total Sample: - 111

23%

*  Exposed to the program (treatment group)
** To be exposed to the program (comparison group)
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The following table shows a much more accurate detail about the composition

of both groups of participants and non participants, and shows their professional

origins or present professional occupations.



Table3.2

Professional categories (both groups)

Categories Comparison Treatment
A- Would-be entrepreneurs
Unemployed 12 -
Employees 23 2
Managers/ executives 1 2
Subtotal 36 4
B- Small businesses
Owners 5 22
Self-employed 13 31*
Subtotal 18 53
TOTAL 54 57

* Including 14 artisans

Table 3.3 gives details about the relative composition of participant’s
demographics, and establishes distinctions in terms of five divisions: gender, age
(3 categories), work experience (5 categories), education (3 categories), and

profession (2 main categories).



Table3.3

Participants demographics

c-Group t-Group
Comparison Treatment
Group Mde | Femde | Total | Total | Femde | Mde Group
1. Gender 26 28 54 57 29 28 1. Gender
2. Age 2. Age
From 15 to
From 15 to 24 14 10 24 7 - 7 24
From 25 to
From25to 44 11 17 28 36 18 18 44
45 and up 1 1 2 14 11 3 45 and up
3. Work 3. Work
experience experience
Upto?2 4 5 9 4 3 1 upto2
3t05 4 6 10 8 2 6 3t05
6to7 2 6 8 1 - 1 6to7
81010 4 1 5 3 1 2 81010
+10 years 12 10 2 41 23 18 +10 years
4. Education 4. Education
Elem. School - 2 2 21 15 6 Elem. School
2" Degree 11 12 23 2 10 12 2" Degree
College 15 14 29 14 4 10 College
5. 5.
Professional Professional
category category
Would-be Would-be
entrepreneur entrepreneur
* 19 17 36 4 - 4 *
Smdll Smdl
businesses 7 11 18 53 28 25 | businesses

* Including part-time teachers, military, farmers, and clerical workers

Additiona information about demographics can be found in Appendices C and D.
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Nature, Source of Data, and Instrumentation

The primary data were questionnaires (or scales) filled out by both participants
and nonparticipants of the program. They are part of the personality tests devel oped
into structured and tested scales, forming a set of measures of personality; they reflect
avariety of interpersonal, cognitive and value orientations derived from contemporary
research in personality and social psychology (Jackson, 1994).

The Jackson Personality Inventory (JPI) scales (Jackson, 1976, 1990, 1999)
are generally considered for its broad use, and their availability, applicability,
and readiness for analysis are important for the extensive use made of them in this
study. JPI scales are generally reputed as outstanding among personality
tests (Sexton and Bowman, 1983 and 1984; Goldsmith, 1987; Martin and Morris,
1982; Milburn, Marin, and Sabogal, 1980; Robbins, 1986; Winchie and Carment,
1988; mong others). They do represent specific, theoretically conceived personality
dimensions, and they provide clear trait definitions, excluding psychopathology
(Jackson, 1990). They were exhaustively tested to show construct validity as well as
internal consistency reliability, which were obtained from sample of students from
several American universities, entrepreneurs, nurses, military, executives, and several
categories of professionals (Jackson, 1977). Its applications range from general
research in personality, sociometric choices, vocational interests, consumer
behavior, and personnel selection, as well as susceptibility to specia instructions

and formats, and last but not least, studies in the academic environment.
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This study did not employ the full set of measures, which consists of 15 scales
grouped into five personality clusters. It employed only three of them (need for
achievement, innovativeness, and risk-taking propensity), as allowed by the author of
the scales (Jackson, 1999, p. 3). Its pre-formatted questions are easy to administer and
enabled the researcher to use them as an instrument for a quantitative analysis. The
rationale for evaluating these three personality traits or characteristics are outlined in
the Chapter 2, page 39.

The three scales contain fifty-six bi-polar (true/ false) statements, which
investigate the need for achievement (sixteen questions), risk-taking propensity
(twenty questions), and preference for innovation (twenty questions). Respondents
answered combinations of positive questions (which the correct answer is “true”) and
negative ones (which the correct answer is “false”).

The trandation from English to Portuguese was carefully made and reviewed
by the researcher and, after that, it was submitted to different groups of undergraduate
students in the local university in Lages to prevent any difficulty with the trandlation,
and to ensure equivalency. The students discussed and answered the scales, and after
this process, the scales were submitted to participants and nor participants of the
program. This methodology was employed by Stewart et al (1999) when researching
need for achievement, innovativeness, and risk-taking propensity of Russian
entrepreneurs, with the exception of back-trandation into English, which was not
made in this study.

The researcher provided the administration of the scales to the respondents, in
order to assure the full understanding of the meaning of each scale, and provide the

participants with full explanation about the purpose of each question. From the total
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number of scales collected (117) 6 were excluded from this research, as they were
non-readable, or incomplete, or presented some of the reasons to be excluded
(nonpurposeful responding, faking or motivated distortion, etc) as outlined by Jackson

(1994, p. 19).

Data Analysis and Interpretation

The data presented mean, grand mean, and standard deviation for each group
of respondents and its divisions by gender, age, education, and profession, together
with cross-tabulations charts based on percentage-based interrelations for each one
entrepreneuria behavior or psychological trait being measured, and graphs of the four
categories of respondents.

It included a standard t-test to check whether the difference between two group
means was statistically significant. Asin al statistical tests, the basic criterion for
statistical significance is a “2-tailed significance” less than .05.

The data also provided a summary of the cases giving details of some
participant’ s characteristics together with their answers to the three scales; descriptive
statistics informed frequency of individual response in each category, as well as tables

showing major variances presented. The author employed the software SPSS 11.0 2

21 The software SPSS 11.00 was available for undergraduate and graduate students at the Johns
Hopkins University’ s computer laboratories in Washington, DC during the fall of 2002,
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for statistical calculations, which enabled an analysis of the fundamental quantitative
items.

The scales were designated to give high and low scores on each one, and the
higher the persons’ score the greater the probability that he or she will show behavior
reflecting the personality trait measured by the scales. In summary, high scores show
high propensity to innovation, achievement and risk-taking; low scores show the
opposite. Each answer was considered, for datistical purposes, as equivalent to 1
when correct / true; and O when incorrect / false. The analysis also presented severa
peculiarities of the demographics, such as the gender neutrality of the program, and
the wide range of age and education, which are typical features in these programsin

Brazil.

Ethical Aspects

Participants of this research received and signed the "Informed Consent Form"

(which is reproduced in the Appendix A) as an agreement to participate in this study.
The study observed ethical standards/code of conduct for its completion, as
established by the American Psychological Association and assured anonymity and
confidentiality to all participants and non-participants of the program to enable them
provide honest and accurate answers to the scales. They were free to participate or
decline to participate or even to withdraw from the research, and they were told the
name and address of the researcher and the related educational institution in case of

need for additional information. To protect human subjects’ privacy (Patton, 1990, p.
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197) a separate confidential identification sheet identified only nicknames or first
names together with basic demographics; the sheet was only available to the
researcher.

The researcher followed administration guidelines from the author of the
scales, detailed in Jackson (1994, p. 7) and Jackson (1999, p. 4). Sigma Assessment
Systems, Inc (Port Huron, M1 48061-0984) granted the researcher their permission to
use (but not reproduce) copyright material, numbered PTR627, dated March 19, 2001,

this company represented the author Douglas N. Jackson, Ph.D.
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CHAPTER IV

FINDINGS

This chapter addresses the research question and presents results of the
guantitative evaluation of the entrepreneurial characteristics of the participants
compared to nonparticipants, of the entrepreneurship education and training program
developed by the Municipality of Lages, State of Santa Catarina, Brazil. The program
was offered to the community as a way to raise income levels and reduce
unemployment by improving managerial and entrepreneurial characteristics of micro

and small business owners and would-be entrepreneurs.

Demographics

The comparison groups is composed of younger persons conpared to the other
group, and a substantial portion of these participants are just entering into the job
market and planning to organize their own business. The treatment group, on the other
hand, is composed of more experienced individuals; 93% were already self-employed,
or making their living as micro and small business owners or managers, and actual
entrepreneurs.

Female participation was strong, with ages concentrated between 24 and 45

years (41.5% women, a number close to the men’s average) although with less
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education (29.8% with elementary school level) than men (11.1%). Women with
college education comprised 31.6% of the total (compared with 46.3% of men). This
educational difference does exist in Brazil because business education attracted much
more males than females in the recent past, a situation that is changing.

See more about gender aspects in the Appendices C and D, and aso some
details about the composition of both groups, and cross-tabulation charts, which

explain in detail some of their main characteristics.

Statistical Analysis: Need for Achievement

Participants of both groups were provided with a scale containing 16
guestions, in the Jackson Personality Inventory (JPI) scales bipolar format of true /
false answers. The correct / true answer weights 1; incorrect / false answers, O.

Table 4.1 shows the following results, based on the total number of responses

of both groups, as follows:
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Table4.1

Cross-tabulation with both groups and answers on need for achievement

GROUP
Count <&Conparis Treatnent
Row pct < Row
Col pct « Tot al
Tab pct & 1 2 &

ACH EVENMENT 4434303340040 00000004000000004%
False O & 371 & 360 & 731
& 50.8 & 49.2 & 41.2
& 42,9 & 39.5 &
& 2009 & 20.3 ©
4443480304003 300004%
True 1 & 493 & 552 <& 1045
& 47.2 & 52.8 & 58.8
& 57.1 © 60.5 &
& 27.8 & 31.1 &
4443348030400 330000%
Col um 864 912 1776
Tot al 48. 6 51.4 100. 0
111 valid cases; O m ssing cases

The level of correct/ true answers of the comparison group reached 57.1%
(column 1, 2" number at True 1 above); treatment group presented 60.5% (column 2,
2" number at True 1 above). In summary, the correct / true answers presented by the
treatment group outperformed the other group by 31.1% (3" number at True 1,
column 2) to 27.8% (column 1). With small variations, this pattern is demonstrated in
the next table, which provides a percentage-wise comparison between the correct

answers of the two groups, split by four categories, as follows:

Table4.2
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Number of correct answers per participant: percentage of correct / true answers

(reflecting higher propensity for achievement) by categories:

Comparison Treatment
ACHIEVEMENT Group Group
No. % (correct  No.
Category Particip answers) Particip
Gender Femae 28 58.7 60.1 29
Mae 26 55.3 60.9 28
Age From 15 to 24 years 24 539 607 7
From 25 to 44 years 28 60.3 59.1 37
45 and up 2 500 644 13
Education Elem School 2 56.3 610 21
High school 23 571 611 22
College 29 571 58.9 14
Profession Would-be Entrepren 36 559 56.3 4
Small bug self-empl 18 60.0 60.8 53

In order to have a different perspective in terms of their performance, both
groups were separated into low respondents (less than eight questions correctly
answered out of 16) and high respondents (more than ten questions correctly
answered out of 16). The result followed the same pattern (as seen in the table 4.2
above): the comparison group presented 19 individuals as low respondents (35% of
the group); the treatment group presented 15 individuals (26% of the group). On the
other hand, the comparison group presented 35 individuals as high respondents (65%
of the group); the treatment group presented 42 individuals (74% of the group).

The table 4.3 demonstrates results with significant mean differences between

the two groups in five questions (out of 16), as follows:

Table4.3
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Most significant results on Achievement questions

Mean
Questions Comp Group Treat Group Variance (%)
ACHT90 .648 .859 +32.5
ACHF134 .796 .894 +12.3
ACHT222 333 403 +21.0
ACHT266 462 .649 +40.4
ACHF332 722 .859 +18.9
Grand Mean 570 .605 +6.1

The above descriptive statistics show the treatment group with higher mean in
five questions (out of sixteen) and a positive, significant variance in relation to the
other group (as shown in the table 4.3 above).

Another four questions showed positive variance of less than 10%, and in six
guestions, the treatment group showed lower mean in relation to the comparison
group (not shown in the table above).

The Grand Mean was based on the mean of all answers to the scale, and
its variation is positive, although less than 10%, which can be considered technically
as nonsignificant.

The following table demonstrates t-test results derived from the sum of correct
answers presented by individuals of both groups. The variation for both groups

(9.129 versus 9.701) reveals a positive difference, however less than 10%.

Tabled4.4



T-test results on achievement questions

Group Statistics

GROUP

Mean

Std. Deviation

Std. Error
Mean

ACHIEV  Comparison

Treatment

54 9.129630
57 9.701754

1.990982466
1.772457054

K*kkkkkkk

Kkkkkkkk

Independent Samples Test

Levene's Test for
fuality of Variance|

t-test for Equality of Means

95% Confidence
Interval of the

not assumed

Mean (Std. Error| __ Difference
F Sig. df  pig. (2-tailedDifferenceifferencd Lower | Upper
ACHIE\ Equal variang
assumed .360 550 109 112 [7212476 |5737173 [ #risviarik | ekt
Equal variang 105.942 113 [7212476 |5850171 [ riekiakiak | sekktokioex

Another t-test conducted with males-only from both groups revealed a
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statistical significance (Sig. [2-tailed]) of 0.047; the t-test conducted with both groups

showed no significant gender differences. The t-test conducted with all participants

(Table 4.4 above) presented a result that reflects that these differences are

not relevant. The treatment group (M=9.702754, SD=1.77245) did not score

significantly higher than the comparison group (M=9.129630, SD=1.990982).

Therefore, at p=0.05, the difference between treatment and comparison groups

does not present statistical significance.



Statistical Analysis: Innovativeness

Participants of both groups were provided with a scale containing 20
guestions, in the Jackson Personality Inventory (JPI) scales bipolar format of true/
false answers. The correct / true answer weights 1; incorrect / false answers, 0.

Table 4.5 demonstrates the following results, based on the total number of

responses of both groups, as follows:

Table4.5

Cross-tabulation with both groups and answers on Innovativeness

GROUP
Count <&Conparis Treat nment

Row pct & Row

Col pct & Tot al

Tab pct < 1 © 2 &

| NNOVATI ON 4430303834303 080300¢030300030¢
False 0 <« 323 & 265 <& 588

< 54,9 & 45,1 & 26.5
& 29.9 & 23.2 &
& 14.5 & 11.9 &
$448333303¢303000300¢

True 1 & 757 & 875 <& 1632
< 46.4 < 5b3.6 <« 73.5
& 70.1 & 76.8 &
& 34.1 & 39.4 &

$43384833834¢003308000¢
Col um 1080 1140 2220
Tot al 48. 6 51.4 100. 0

111 valid cases; 0 m ssing cases

The leve of correct / true answers of the comparison group reached 70.1%
(column 1, 2" number at True 1 above); the treatment group presented 76.8%

(column 2, 2" number at True 1 above). In summary, the correct/ true answers
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presented by the treatment group outperformed the other group by 39.4% (3 number
a True 1, column 2) to 34.1% (column 1). With small variations, this pattern is
demonstrated in the next table, which provides a percentage-wise comparison

between the correct answers of the two groups, split by four categories, as follows:

Table4.6

Number of correct answers per participant: percentage of correct / true answers

(reflecting higher propensity for Innovation) by categories:

INNOVATION Comparison Group Treatment Group
% correct No.
Category No. Particip answers Particip
Gender Femae 28 67.7 764 29
Mde 26 727 771 28
Age From 15 to 24 years 24 704 87.9 7
From 25 to 44 years 28 695 74.7 37
45 and up 2 75.0 765 13
Education Elem school 2 775 731 21
High school 23 724 784 22
College 29 67.8 79.6 14
Profession Would-be Entrepren 36 68.3 65.0 4
Small businesses 18 747 774 53

The table 4.7 demonstrates results with significant mean differences between

the two groups in ten questions (out of 20), as follows:

Table4.7

Significant results on Innovation questions
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Mean
Questions Comp Group Treat Group Variance (%)
INNOT63 .648 .824 +27.1
INNOT123 .666 J71 +15.7
INNOT153 592 .824 +39.1
INNOT183 574 J71 +34.3
INNOT273 .851 947 +11.2
INNOF78 611 .719 +22.2
INNOF108 425 473 +11.2
INNOF138 574 .7/54 +31.3
INNOF168 122 .842 +16.6
INNOF198 444 .526 +18.4
Grand Mean .700 767 +9.6

The descriptive statistics show the treatment group with higher mean in ten
guestions (out of twenty) and a positive, significant variance in relation to the other
group (as shown in the table 4.7 above).

Another five questions showed positive variance of less than 10%, and in five
guestions, the treatment group showed lower mean in relation to the comparison
group (not shown in the table above).

The Grand Mean took into account all questions, and its variation is
positive by 9.6%.

The following table demonstrates t-test results derived from the sum of

correct answers presented by individuals of both groups. The variation for both

groups (14.01852 versus 15.35088) reveals a positive difference 10,95%.

Table4.8

T-test resultson Innovation questions



Group Statistics

Std. Error

GROUP N Mean Std. Deviation Mean
INNOV  comparison 54 | 14.01852 | 3.264969824 Hktk
treatment 57 | 15.35088 | 3.456315276 hkdekiokkok

Independent Samples Test
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Levene's Test for
quality of Variance

t-test for Equality of Means

95% Confidence
Interval of the

Mean |Std. Error| __Difference
F Sig. df  Pig. (2-tailedDifferenceDifferencqg Lower | Upper
INNOV Equalvariang )| 43| 2085| 109 039 [1.332359 |3894749 | #rmmer | smciek
assumed . : - ' '
Equal variang okdokkkk | rkkkkokk
not assumed -2.088 (108.999 .039 [1.332359 3795681

The treatment group, across four categories, presented higher percentages

when decomposing correct / true answers by gender, age, education, and profession,

as seen in the Table 4.6. The number of correct answers that reflects higher propensity

for innovation was aso higher than the comparison group’s results, a situation that the

Grand Mean (Table 4.7), calculated for both groups, confirms with .767 versus .700.

The Mean calculated for the t-test (Table 4.8) shows that the difference between the

two groups (14.018 versus 15.350) reaches 10.95%.

The t-test shows significance (Sig. [2-tailed]) of 0.039 and, at p=0.05, it

confirms that the treatment group (M=15.350, SD=3.456) presented a statistically

significant difference in comparison with the group that did not receive the program

(M=14.018, SD=3.264).

Statistical Analysis: Risk-taking Propensity
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Participants of both groups were provided with a scale containing twenty
guestions, in the Jackson Personality Inventory (JPI) scales bipolar format of true /

false answers. The correct / true answer weights 1; incorrect / false answers, 0.

Table4.9

Cross-tabulation with both groups and answers on risk-taking propensity:

GROUP
Count <Conparis Treatnent
Row pct & Row
Col pct & Tot al
Tab pct & 1 © 2 &

RI SK TAKI NG 4443380300338 0308¢030003080¢
False 0 & 673 <« 759 <« 1432
< 47.0 & 53.0 & 65.7
< 63.5 & 67.8 &
< 30.9 & 34.8 &
$434883380400303080030¢
True 1 <« 387 < 361 <& 748
< 51.7 & 48.3 & 34.3
< 36.5 & 32.2 &
< 17.8 & 16.6 &

$4448333384833333883¢
Col umm 1060 1120 2180
Tot al 48. 6 51.4 100.0

109 valid cases; 2 mssing cases

The level of correct/ true answers of the comparison group reached 36.5%
(column 1, 2" number at True 1 above); treatment group presented 32.2% (column 2,
2" number at True 1 above). In summary, the correct/ true answers presented by the
comparison group outperformed the other group by 17.8% (3™ number at True 1,
column 2) to 16.6% (column 1). With small variations, this pattern is demonstrated in
the next table, which provides a percentage-wise comparison between the correct

answers of the two groups, split by four categories, as follows:
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Table4.10

Number of correct answers per participant: percentage of correct / true answers

(reflecting higher propensity for risk-taking) by categories:

Treatment
RISK-TAKING Comparison Group Group
% correct No.Partic

Category No. Particip answers ip
Gender Femae 28 337 300 29

Mde 26 394 346 28
Age From 15 to 24 years 24 352 371 7

From 25 to 44 years 28 383 307 37

45 and up 2 2715 342 13
Education Elem school 2 250 293 21

High school 23 330 334 22

College 29 39.7 34.6 14
Profession Would-be Entrepren 36 354 383 4

Small businesses 18 39.3 319 53

The comparison group exhibited some percentage points of positive difference
in comparison with the other group, considering the absolute number of correct
answers. However, in both groups, the level of incorrect / false answers was superior
to the correct / true ones, in a proportion close to 2/3 (or 63.5%) for the comparison
Group as awhole, and more than 2/3 (or 67.8%) for the treatment group.

The following table demonstrates those questions with significant mean

differences between the two groups of participants:

Table4.11



Mean and variance for Risk-taking questions

Mean
Question Comparison Treatment Variance Note
RKTT117 0.566 0.678 19.7 Positive
RKTT207 0.358 0.517 44.4 Positive
RKTT27 0.660 0.696 54 Positive; low
RKTF12 0.264 0.267 1.1 Low
RKTT87 0.339 0.232 -46.1 Negative
RKTT177 0.603 0.500 -20.6 Negative
RKTF102 0.566 0.482 -17.4 Negative
RKTF62 0.396 0.339 -16.8 Negative
RKTF132 0.377 0.196 -92.3 Negative; low mean
RKTF222 0.245 0.107 -28.9 Negative; low mean
RKTF192 0.075 0.071 -5.6 Negative; low mean
RKTF252 0.113 0.107 -5.6 Negative; low mean
RKTF282 0.528 0.517 21 Potential cultura rejection
RKTF72 0.698 0.642 -8.7 Same
RKTT57 0.113 0.142 25.6 Same; low mean
RKTT297 0.169 0.125 -35.2 Same; low mean
RKTT267 0.226 0.125 -80.8 Same; low mean
RKTF12 0.264 0.267 11 Same; low mean
RKTF42 0.188 0.107 -75.7 Same; low mean
RKTT147 0.433 0.285 -51.9 Same; low mean
Grand Mean 0.365 0.322 -13.3 Negative

The result of the Grand Mean for both groups was abnormally low when

examining the mean of the other scales, and negative considering that the treatment

group should have presented a higher mean.

The following table shows t-test results derived from the sum of correct

answers presented by individuals of both groups. The variation for both groups

70

(7.301887 versus 6.446429) revedls a negative difference (the treatment group should

present higher mean) of 13.2%.
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Table4.12

T-test results on Risk-taking questions

Group Statistics

Std. Error

GROUP N Mean Std. Deviation Mean
RISKTAK  comparison 53 | 7.301887 | 3.677294708

treatment 56 | 6.446429 | 2.802074834 i

Independent Samples Test

Levene's Test for,

juality of Variance t-test for Equality of Means

95% Confidence
Interval of the
Mean [Std. Error| _ Difference

F Sig. t df ig. (2-tailedbifferenceDifferencq Lower | Upper
RISKTA Equal varian
3.325 .071] 1.371 107 .173 p545822 [R415016 | *riwikak | dekkieksiex
assumed
Equal varian 1.361 | 97.124 177 p545822 876784 [ *iricwk | sokkkokiokok
not assumed ' ’ '

The t-test presented in the table above shows a significance (Sig. [2-tailed]) of
173, with the comparison group presenting a higher result (Mean=7.30188, SD
3.67729) than the treatment group (Mean=6.4464, SD 2.8020). Therefore the
existence of a positive difference between the two groups was not confirmed.

DISCUSSION

Need for Achievement

The treatment group showed no significant difference in terms of need for
achievement when compared to the other group. The majority of the treatment group

members (31 individuals or 54%) were self-employed individuals; 22 individuals
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(39%) were small business owners. The literature states that these individuals
consider their professional activities as an extension of their private lives and the need
for achievement is not their dominant psychological characteristic. They are
concerned with furthering personal goals (Carland, Hoy, Boulton and Carland, 1984).
Their micro-businesses (or self-employment) proportionate some financial stability to
them (Julien, 1998; Wennekers and Thurik, 1999), which is an important value. This
value is perhaps more important than growth and change, which are frequently
associated with the risks of destabilization and failure. The results make clear that
they do not display the profile of an entrepreneur.

The comparison group members do aspire to make real the dream of owning a
business, and working for themselves. This desireistypica and severa authors
mention it as usually found when researching the reasons, personal, or professional, to
become an entrepreneur or just small business owner (King, 1985; Hebert and Link,
1989; Virtanen, 1997; Julien, 1998; Wennekers and Thurik, 1999). The result of the
group, athough close to the group that received the training, is not enough to consider
them as motivated, challenged by their personal and professional goals. Instead, they
are looking for the same professional position of their counterparts of the other group.

Innovativeness

The treatment group showed a consistent, statistically relevant difference when
comparing with the other group in terms of innovativeness. One would argue, then,
that their results on innovativeness levels prove that they are rea entrepreneurs.

Instead, it is the opinion of this researcher that the creativity revealed by most of the
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self-employed—Ilike artisans—refers to the creativity for handcrafting new objects for
sale, representative of the local culture and traditions. These objects require the
creativity of an artist, atrue artisanship above the average skills for painting and
carving, and the sensibility to understand the ramifications of folklore and popular

art, which does not necessarily relate to economic innovation in the technological

and marketing-oriented approach. Audretsch (1995, p. 104) says that the
self-employed “are not engaged in anything resembling innovative activity” (or
entrepreneurial activity), a point aso confirmed by Carree and Thurik (2000).
Innovation is important for the group as a part of their persona strategiesto survivein
economic terms:. they struggle with many difficulties, one of the most important being
the lack of financial support as well as management techniques. Therefore, creativity
is essential to them and atool for survival more than to improve business; it is not as
the same Schumpeterian type, prone to the “ creative destruction” and “make things
happen” attitude that change markets and promotes waves of innovation in the
economy.

Audretsch (1995, p. 11), in an extensive report on innovation, says that the
majority of new firms are very small and, by consequence, sub optimal, “in many, if
not most of industries’, and that the solution for survival, in this case, is finding ways
for growth and changing scale. However, the individuals from both groups were not
interested in growing because it implies risk; growing trandates for a true
entrepreneurial attitude; looking for change and innovation means taking market
share. Furthermore, the entrepreneurs, those individuals running creative businesses
for the principal purpose of profit and growth, and having a profile of aggressiveness
and adesire to excel and exceed others (Carland et a, 1988; Stewart et al, 1999), were

not found in either group.
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Risk-taking propensity

The treatment group showed inferior grades compared with the responses of
the other group. It would be understandable if, at the end of the training, the
participants had developed a sense of “conservativeness’ after being exposed, and
taught the risks and difficulties of being an entrepreneur. Their answers could be,
then, more cautious or prudent than their counterparts of the comparison group, and
this could be a partial explanation for the differences presented between the two
groups. Secondly, Stewart and Roth (1999) suggests that entrepreneurs and small
business managers differ in terms of propensity to risk. Even though both roles entail
risks, the authors believe that the entrepreneur works in aless structured environment
and deals much more directly with uncertainty than the small business owner, a point
also confirmed by Gasse (1982) and Begley and Boyd (1987b). It is understandable
that the comparison group composed of would-be entrepreneurs (employees and
unemployed), showed higher grades in the evaluation of their scales on risk. Their
counterparts at the treatment group were more “conservative’ as they had already
learned their lessons in the hard world of business. Moreover, the comparison group
showed a higher mean, which implies that the program produced a different
perception of risk; possibly, the perception that risk is undesirable. This leads to the
risk aversion concept (Julien, 1993, 1998; Stewart and Roth, 1999; Wagner and
Sternberg, 2002), which explains part of the behavior of managers and executives, in
both small and large companies. Their behavioral attitudes toward increased risks or

uncertainties are clearly defensive. In large companies, managers react to them by
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increasing size (new physical facilities, merging, investing heavily on inventory and
new machinery, and also by creating cartels); small companies, on the other hard,
react by networking (as opposed to competing), an efficient way to compensate for
diseconomies of scale and transaction costs (Julien, 1998), and a so to benefit from
the “ collective efficiency” mentioned by Tommaso and Dubbini (2000, p.24).
Some additional explanations about other possible reasons that lead to these

findings and would partially explain the above results are presented below:

M easurement aspects

As stated by Stewart et a (1999) in an exploratory work in the same field of
psychological traits of American and Russian entrepreneurs, cross-cultural research
has been frequently inconclusive and the authors mention that it is probably due to
variation in samples, construct validity issues, and measurement problems,
conclusions aso reached by Johnson (1990) and Julien (1998).

Two of the questions presented by the risk-taking scale read as follows:
RKTT57: “I would enjoy bluffing my way into an exclusive club or private party”;
RKTT27: “When in school, | rarely took the chance of bluffing my way through an
assignment.” The positive answer to the first question (a correct/true answer, as per
the JPI’s manual of instructions) reveals propensity to risk; the second deniesit.
However, both are strange to the local culture and when transplanted to the Brazilian
sociological environment, where structures and social values are different from the

American context, these questions sound disrespectful or wrong.
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Secondly, the questions RKTT267, RKTT297, and RKTF12 mention
explicitly “game’ and most forms of games are considered illegal in Brazil. The
questions RK TF42 and RKTT147 mention desire to invest in the stock market, 22
which is considered as high risk. At last, borrowing money from a bank for a
business deal, apossibility raised by the question RKTF292, is unconceivable to most
entrepreneurs, even perhaps, suicidal, considering the level of interest rates in Brazil
and the pro-short term attitude presented by financial institutions. In the table 4.11,
these gquestions are marked with “potential cultural rejection.”

To investigate whether this result would produce a different conclusion, a
separate cal culation excluded the questions judged under potential rejection.
However, the conclusion is that the result is still negative since the comparison
group outperformed the treatment group in a proportion of three versus one

regarding risk-taking propensity.

Cultural aspects

The scales reflect in part the American way-of-life, and derive from research
done with students and professors in several American universities, executives,
military, entrepreneurs, nurses, etc. Some of the questions in the achievement scale

suggest a competitiveness that is foreign to the Brazilian culture, especially regarding

22 The stock market in Brazil attracts educated, rich investors from the upper class of income; the vast
majority of the population keeps savings in the “ Savings Card” insured by the Federal Government,
which is approximately 50% of the volume of all investments/ savings in the economy.
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people in the medium-to-low educational level who typicaly believe that small
businesses have to show more cooperation than competitiveness (Julien, 1993, 1998).

Cooperation is more useful and important for them, and the training program
offered this concept as an adequate approach to business. The very idea of
cooperation opposed to competition is therefore suggested as an important
characteristic of small businesses in general, which helps them to survive in a market
populated by multinationals and large corporations (Kirchhoff, 1991) and overcome
problems related to economies of scale (Loveman and Sengenberger, 1990).
Therefore, these types of questions present conflicting results from different
populations, and misconceptions regarding cultural perceptions on attitudes, personal
aspirations, social pressures, etc (Hostager and Decker, 1999) could emerge.

There are important psychological differences between the United States and
Brazil regarding the cultural values described by Hofstede (1980) and mentioned by
Stewart et a (1999). These values appear in four basic dimensions: individualism,
power distance, uncertainty avoidance, and value orientation (masculinity /
femininity). The American culture is much more oriented toward individualism than
Brazilian; while Americans have a greater dose of masculinity (defined by the verb
“doing”), Brazilians, even though not emphasizing the past like other traditional
cultures, have more femininity in the sense of “being” (see more on this in Hofstede,
1993).

For the purpose of giving a practical example of this controversia situation, it
is worthwhile to mention an individual who took the program and established a small
plastic-recycling industry in the same year the program was launched. Praised by the
local press and the program administrator as an example of the success of the

program, he did participate in this research as member of the treatment group. His
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demographics are typical: male, 33 years old, elementary school education, very hard
working and professional, ambitious and energetic, with some of the psychological
characteristics that would make him a successful entrepreneur (see Miner [1996];
Driessen and Zwart [1999] regarding the connection of entrepreneurship and success).
He should be reflective of the group of higher achievers, and he certainly isahigh
achiever. However, his psychological profile does not appear as such in this research.
His performance as a respondent in this research is just average, with only 10 (63%)
correct answers out of 16 in the Achievement scale. His company was in the process
of additional expansion and improvement, clearly another entrepreneurial
characteristic that is the opposite of small business owners who are more interested in
exercising control than experiencing the uncertainties of growth and change

(Hornaday, Timmons, and Vesper, 1983).

Curriculum of the Program

The list of the disciplines taught in the courses shows that there is some
concentration on management issues and that only one discipline directly refers to
entrepreneurship. The duration of the program (Henry, 2000; Rey, 2001) together

with the lack of other typical entrepreneurship disciplines—or the discipline of
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entrepreneurship itself—could be a factor for the low levels of positive responses to
the scales. The other factor relates to the need of combining skills and psychological
training, a possibility raised by severa authors (McClelland, 1961; Durand, 1975,
1983; Rasheed, 2000). Garavan and O’ Cinneide (1994) suggests that formal
education on entrepreneurship should address knowledge, skills, and attitudes.
Lasonen (1999) argues that narrow vocational education may jeopardize
entrepreneurship education, which should include students launching and managing
their own projects as a learning methodology, an idea that came from Cotton (1991),
and also reflects Garavan and O’ Cinneide’' s (1994) entrepreneuria ‘ primary
preference for action’.

Some authors maintain that EETPs should teach general manageria skills
together with entrepreneuria skills (Rey, 2001), while others advocate that they
should include selecting students and staffing of faculty together with theory-based
knowledge and real-world experiences (L uthje and Franke, 2002). Henry et al (2000)
suggests a best- model practice that includes monitoring the process since its inception
to the final results it produced, whether or not using the highly centrally or
decentralized model advocated by Streeter, Jaquette, and Hovis (2002).

These programs were reviewed in Chapter 11, and they contrast with the scant
volume of classes and lectures brought by the EETP, which clearly concentrated in
the knowledge side and somewhat neglected a positive attitude toward
entrepreneurship and behavior in general. The only one entrepreneurship typical
discipline, as shown in Chapter | (Program Description) is asimplified form of
business planning, which was the object of only 22 hours of classes, clearly not

enough for the purpose of improving entrepreneurial skills.
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Conclusion

Different results would appear if only entrepreneurs composed the group,
entrepreneurs in the Schumpeterian (1934) sense, or in the sense advocated by Carree
and Thurik (2002, p. 5), citing a previous work of Kirchhoff (1994).2  ltis
understandable, then, that they exchange positions. For example, a would-be or
aspiring entrepreneur could change to established entrepreneur, and later become just
asmall business owner; or a self-employed individual can move to the position of
entrepreneur or small business owner. It seemsthat their positions are overlapping
during their professional lives, a point confirmed by Audretsch (1995). However, as
Schumpeter (1947, p. 258) points out, entrepreneurs are on one side, and on the other,
are ordinary administrators or managers, and about this theoretically uncomfortable
situation he explains:

The essential thing is the recognition of the distinct agent we envisage and not the
word... Inthe case of the entrepreneur, it is even difficult to imagine a case where
aman does nothing but set up new combinations and where he does this al hislife...
an industrialist who creates an entirely new set-up will, in atypica case, then settle
down to amerely administrating activity to which he confines himself more and
more as he gets older... The difficulty of making our function is of course greetly
increased by the fact that such words as “ management” or “administration” from
which we are trying to distinguish our function have with many authors also caught
some of the meanings that we wish to reserve for the term “entrepreneur” ... the
distinction between adaptive and crestive response... conveys an essentia
difference.”

The following figure is presented as a summarization of the conclusions of this

study that was based on the ideas of the authors cited in the literature review, most

2 They mention three types of entrepreneurs: the classic Schumpeterian type, the managerial business
owner, and the self-employed individual.
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especially Audretsch (1995), Julien (1993, 1998), Wennekers and Thurik (1999),

Kirchhoff (1994), Henry (2000) and the seminal works of McClelland (1961) and

Schumpeter (1934, 1947).

Figure4.13

The Entrepreneur profile: a summary

Characteristics:

Entrepreneurial:
"creative destruction”

need to achieve
propensity to risk

Schumpetetian-type

Iritraprengdur

Managerial:
Risk aversion

management-oriented
Profession part of lifestyle

Small business owner

Small business manager

Subsistence:
Status maintenance
artigtic creativity
Low management skills

Micro business owner
Self-employed

Potential overlapping
positions

D

I

This figure provides a more precise idea about the entrepreneuria attitudes

and interchangeabl e positions from the several actors mentioned above, and help to

clarify the explanations of the results presented by both groups.

This EETP concentrated on the lower levels of this pyramid, and most

gpecialy, in the micro business owner and self-employed individuals, and

inadvertently excluded those ones in top of it, with the conclusions and consequences

demonstrated above.
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The primary focus of this paper is to provide an answer for the research
guestion; it has attempted to demonstrate that there is more potential to be successful
entrepreneurs in a group of micro and small business owners and self-employed
individuals that participated in an entrepreneurial and managerial training program,
than another group of untrained would-be entrepreneurs. This study was also
undertaken to provide a quantitative evaluation on three selected entrepreneurial
characteristics potentially developed by participants of the program.

The findings will help the program coordinator (the Municipality of the city of
Lages, southern of Brazil) to further improve the techniques taught and the program
results. The main purpose of the program—an answer to the community’s desire for
more jobs and therefore improvement in the regional income—was to provide tools
for creation of new companies, expansion of the existing ones, and utilization of
better managerial techniques. Additionally, a scholarly work produced in thisfield
will represent an additional stimulus for the adoption and development of
entrepreneurship as a discipline in the local university.

The pioneering work of Murray (1938) and McCléelland (1961) and subsequent
studies by many others (Kirchhoff, 1991; Miner, 1996; Stewart et al, 1999; Carree and
Thurik, 2002), found that need for achievement, innovativeness, and risk-taking
propensity are among the most prominent psychological characteristics of
entrepreneurs. The author reviewed these three entrepreneurial characteristics using
a standard, pre-formatted group of scales, which provided clear and specific

personality dimensions (Jackson, 1990), and conclusions are summarized as follows:

Finding # 1.

The results of the scores (Mean= 9.70; t=-1.601 with P= 0.112, p= < 0.05) presented



by the treatment group were not as high as had been anticipated in terms of
achievement. Some possible reasons were outlined in the discussions of the Chapter
4, which call the attention to the fact that self-employed individuals and most micro
and small business owners are not prone to change and growth; their defensive
behavior is mostly characterized as subsistence or maintenance of their lifestyle, a
point raised by Garavan and O’ Cinneide (1994), and Liedholm and Mead (1999).
They are concerned with furthering personal goals (Carland et a, 1984), as their
professional activities are an extension of their private lives. Unless they cross the
division line that keeps apart small business owners, self-employed, and
entrepreneurs, adopting a creative response instead of adaptive one (Schumpeter,
1947), they will not be inclined to exceed others, to excel in afunction and to accept
challenges, as mentioned by several authors (McClelland, 1961; Durand, 1975; Julien,

1998; Stewart et al. 1999).

Finding # 2:

The results of the scores (Mean= 15.35; t=-2.085 with P= 0.039, p= <0.05) of the
treatment group were higher than the comparison group when anayzing their
propensity to innovation. This author’s conclusion is that this situation is mostly due
to their artistic creativity, and it is not business oriented, a point confirmed by
Robinson et a (1991). They can create new artifacts or artisanship as a consequence
of their abilities as artisans, or even their “instinctive” ability to overcome the
difficulties of their professional activities, and survive in a Darwinist market
(Kirchhoff, 1991), which in general is hostile to small firms. Most of them are absent

from big events where they can find products better developed and competitors
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operating at a bigger scale. Therefore, although the statistical positive difference
between the two groups, one cannot conclude that this result confirms their
propensity to innovation in the Schumpeterian sense (the inclination to dislodge
competitors in the market with a new product), or in the sense advocated by

Audretsch (1995), i.e., inclined to growth and changing scale.

Finding # 3:

The scores (Mean= 6.44; t= 1.371 with P=0.173, p= < 0.05) presented by
experienced small business owners and self-employed individuals were lower than
their junior counterparts in the comparison group in terms of their risk-taking
propensity. Considering their general profile, as displayed in the figure 4.13, it

is understandabl e that they react toward risk in a more prudent fashion. Stewart and
Roth (1999) points out that small business owners deal with uncertainty in a lesser
degree and work in a more structured environment than entrepreneurs (Gasse, 1982;
Begley and Boyd, 1987b) thus their attitude toward risk could be characterized as
conservative. This situation leads to the risk aversion mentioned by several authors

(Julien, 1993, 1998; Stewart and Roth, 1999; Wagner and Sternberg, 2002).

Finding # 4:

The research a so presented evidence that it dealt with some measurement problems
(some questions from the scales are not adequate to the Brazilian environment);
cultural aspects (like the cooperation versus competition alternative mentioned by
Kirchhoff [1991], and Julien [1993, 1998]) and some features of the curriculum

presented by the program to participants (which showed concentration on
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management subjects, with only one discipline related to entrepreneurship, and no
behavioral or psychologica preparation). Robinson et a (1991, p. 14) suggests,
“Scales devel oped to measure and predict entrepreneurship should incorporate...a
situational specificity...a specific dimension of the considered concept”.
Sarasvathy, Venkataraman, Dew and Delamuri (2002) at their conclusion, asserts,
“Entrepreneurship and personal characteristics cannot be evaluated apart from the

features of the environment”.

Implications of the Research

Henry (2000, p. 273 and 274) reviewed evidence reported in the literature
field and aptly concluded that entrepreneurship training programs “may not always be
effectivein terms of cause and effect.” However, they do have the positive effect of
improving participant’ s vision of the business, making them more prone to create and
innovate, and more conscious about the risks and rewards of the entrepreneurial
activity, conclusions drawn by the consulting company Price Waterhouse (1995
Report) with extensive operational experience in several parts of the world, which fit
in the case of entrepreneurship-training program brought into focus by this work.
Henry (2000) also reported the development of a best practice model for
entrepreneurship training programs, a structure that is far different from the program
presented in this study.

Some authors have been critical on the psychological approach (Drucker,

1985; Ripsas, 1998). Gartner (1989) recommends that the approach focus on
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what the entrepreneur actually does instead of what entrepreneur is, while Robinson
et a (1991), citing a previous work by Rosenberg (1960), recommends that

the approach should be one of exerting influence in thoughts, feelings, and behavioral
intentions. Durand (1975, 1983) suggests combining psychological training design
with skill-development training for better results.

Several authors have suggested that to measure effectiveness of
entrepreneurship training programs both quantitative and qualitative analysis should
be conducted (Rey, 2001; Luthje and Franke, 2002). Furthermore, when grouping
individuals from these different categories in an entrepreneurship-training program,
the potential outcomes are entrepreneurs improving their entrepreneurial
characteristics while the small business owners and managers (and / or self-employed
individuals) will improve their management capabilities (Garavan and O’ Cinneide,
1994). It seems that investigating one’s abilities (or even economical results) are not
enough to draw conclusions about the quality of the results of a given EETP program,
unless that participants of the program belong to the same category of professionals.
There is a growing concern over selecting participants, developing an adequate
curricula, reviewing ex ante and ex post results and providing some kind of support in
the before-and- after the venture creation process.

Some efforts were developed toward categorization, and Birch (1987) coined
the famous expression “gazelles’ to identify fast-running small businesses that start
small and grow extremely rapidly through innovation. None of the firmsin this study
could be considered as “gazelle”, as all firms but one belong to the micro category.
The small company presented as a success case on page 78 of this study

is the sole exception as it has more than 25 employees and was passing through, at
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that time, an expansion program to increase production and the number of employees,
and therefore it can be considered as small.

Although previously proposed by Carland and Carland (1997) the
categorization of macroentrepreneurs (those focused on high growth) and
microentrepreneurs (stability-based ones) does not suffice to explain the needs,
behavior and different strategies adopted by micro business owners and self-employed
individual s toward entreprereurship. In fact, the concept of entrepreneurship oriented
toward stability and to further personal objectives, as mentioned by Stewart et al
(1999) is a contradiction by itself.

Table 2.1 in Chapter Il shows another categorization by the levels of risk and
innovation. Lussier et a (2000) tries to demonstrate strategic positions within the
market. It is clear, by the size of the firms which participated in this EETP (micro
firms, only one in the category of small) and by their risk-taking propensity and
innovativeness levels (not business oriented), that they fit in the category of low risk /
low innovation (left, low corner of the chart), which means that they have a
conservative and defensive position toward the market and competitors. This helps
with understanding the scores in this study.

In the field of small business economics and entrepreneurship it is clearly
shown that most of the examples and situations studied belong to SMEs, with little
attention given to the category of micro businesses (see Table 2.4 in the Chapter I1).
In general, new and micro business starts with self-employment stricto sensu, with no
employees, as pointed out by Carree and Thurik (2002, p. 18) ?* or they do have 1 to 4

employees (micro companies), or 5 to 19 employees (very small ones). A substantial

24| n the region were this research was conducted the micro business sector is responsible for more than
one third of the regional GDP. Countrywide, micro businesses represent 93% of total firms, and 26% of
total workforce during 2002 (Source: Sebrae; see footnote no. 4, p. 10).
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part of the economist’s theoretical efforts concentrate in the development of a new
theory of the firm, or at least arefinement of the neoclassical one, that could adapt to
small businesses (for instance, see Tommaso and Dubbini, 2002) and
entrepreneurship (see Julien [1998] and Acs, Z.J., Carlsson, B. and Karlsson, C.
[1998]).

Scholars are running the risk of considering as equals companies with less than
499 employees (small and medium-sized) with those with 19 employees (very small)
or even less than 4 employees (micro firms). It is the opinion of this author that they
are reproducing the same mistake made in the 1970s (see Machlup, 1967) when
SMEs were underestimated in favor of the prevalent paradigms of size and scale, i.e,,
large corporations (see adequate descriptions and criticism on this situation in Brocks
and Evans [1989]; Acs, Z.J. [1992]; Julien [1993, 1998]), and others. Even when
overlapping positions, as demonstrated in the Figure 4.13, micro firms, SMEs, and
entrepreneurs keep a distinctive profile. The results of this study encourage further
research to find practical and theoretical differences among large companies, SMEs
and companies at the micro level, which are to be considered when new policies

toward entrepreneurship and any form of intervention in this process are planned.

Conclusion

This investigation process has helped this researcher to assess, in quantitative
terms, potential changes of some entrepreneurial behaviors considered as typica for
entrepreneurs. The results of the analyses did not provide confirmation that the

program changed their propensity to display entrepreneurial behaviors, asthe s
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tatistical results were not significant. This study questions the effectiveness of
entrepreneurship education and training programs when their participants are mostly
micro business owners and self-employed individuals.

However, the results did provide some information about the way the program
could work to reach the same objectives in the future, using some disciplines that
should be, generally speaking, included in the curriculum. The result also established
the need to select different types of entrepreneurs for future research in order to obtain
a more homogeneous sample, thus increasing the probability of significant statistical
variation. At the same time, a selection processes will strengthen the possible
outcomes while avoiding the onus of inconsistencies and contradictory results.

The results, to be presented to the community that generated the program, will
mean an opportunity for the improvement of future similar programs, which are of the
utmost socio-economic importance. Finally, this study will be an opportunity for
scholarly advancements and curriculum improvement in the Brazilian university
where the author works, and it will serve the purpose of making entrepreneurship

recognizable as a distinct and important discipline.

Recommendations for further research

The first recommendation is to measure effectiveness on entrepreneurship
education and training programs through longitudinal analysis, a need consistently

mentioned in the literature of the field. This recommendation originates from the
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relatively low number of such studies;, most of published ones corcentrate on short-
term based research on attitudes and behavior, and on hard data.

The second recommendation is that studies be completed looking at the
characteristics of entrepreneurs across cultural and national frontiers. Entrepreneurial
research using behavioral and psychological approaches should take into
consideration the cultural characteristics of the population involved, and tailor scales,
guestionnaires, and other instruments adequate to their profile, and that ponder the
legal and economic framework that they livein.

The third recommendation is to research into the various degree of success and
failure of an entrepreneurial business, in the belief that both results—negative or
positive—will contribute to the development of entrepreneurial behaviors and skills
and, by consequence, the general conditions for economic development.

The fourth recommendation, considering that entrepreneurial micro and small
businesses represent about 50% of the GDP in Brazil, is that future entrepreneurship
education and training programs concentrate in these fields, and develop proper
educational tools and adequate, pertinent literature.

The fifth recommendation is to investigate the specific contribution to the
regiona and national economies made by micro firms, self-employed individuals,
and entrepreneurs in the Schumpeterian sense.
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