T.R.NO. 7§

Technical
Report

ICAL AND ORGANISATIONAL FACTORS
IN . :

CESSFUL ENTREPRENELRSHIP

'A Small Sample Survey

by 2 2
lao, K.Dinker RaO, N.Dixit

WP 1935/75

WP75

1 AL
WP

1975
(75)

ﬂmf&ﬁzﬁmﬁqﬂw

IXIVE

AHMEDABAD

INDIAN INSTITUTE OF MANAGEMENT
AHMEDABAD



PSYCHOLOGICAL AND ORGANISATIONAL FACTORS
IN
SUCCESSFUL ENTREPRENEURSHIP

R Small Sample Survey

by
TchRaO’ KuDinker RaO, NoDiXit

May, 1975
TR No. 75

Indian Institute of Management
Ahmaedabad



)

Tc
Chairman (Research)
IMa
Terhnical Report
PSYCHOLOGICAL AND ORGANISATIGNWAL FACTORS IN SUCCESS FUL
Title of the report ENFREPRENBURSHDP »*c-trerresresomor s nvnes .
Nare of the Author .Tele RAQs Ko .DLNKER.RADpNe DIXRER v vvvconerene--

Under which area dc you like tc be classified? Ent repransirshim,. .08 .Area

ABSTERACT (within 250 werds)

preneurship was identified through the records of a financing agepey
and® wers” 1ater’ bohfithed at’ the ehd’ et the lnterviews that success was
associated with surrival of the enterprise and profit making, eng, thereby

-----------

repayment- of-leanss’ ' Of the batkbrbuhd vaklables studied no clear patterns
educatieny-urban- expesare;  fathetvs ' sdusatioh, and type of indistry.

There was a trend t owards more successful entreprensurs ceming from,
families.-with-business-background  and statting tha indistry during a periad
of industrial actidity. An examination of career decision informatien
elver.by.the -emtrepreneurs -was ‘Pound to ‘dupport ' the ‘propositions ‘made by

Rec (1974). Houwever, the sequential stages in the development of and
entrepnsnaid did not -anarge -0lejarkye -Tre buo ‘groups i Tiot TEPPEr -
significantly on attitudinal dimensions like imternal locus of centrel,
adaptdan propensity, -atbitude «be workers, ‘Intérpdrscndl “truct, ‘donelltation

in decision making and compromise of value system, although trends in

Gertain .dircections . were -ebeerveds ‘In terms -of their organfzaticnal charact er—
istics, successful emtrepreneurs were faind to scors better on operat ions
mgnagemant, praduction .function -and fimrance furrction. Thdy d 50 thoved
tendencies to score better on seversl other organizational dimensions,

Mora resparch. in these.d irections. withe well- defined- criteriz of* suttiss

are likey to help identify potential entrepreneurs and design entreprensurial
deVelopRent. PTOGRAIDES 6. o + o v onssaaesssanssetsasnnesossassssassssassons

® 0002800008000 csa"vetssa e ta e R R N SR A ) e s e asePs sy raer

Please indicate restricticns if any that the author wishes tc place
upon this ncte

------------- @ 4 % e v 33 0008008008 006 es3 e ITIEANg I ese
v e

» A
A 93 ey s so0ee s e ® S5 & ¥ 69 QB sg a0 g ¥ .’.”NF‘.-’.O‘('W o gy

DateP il 264 1975 Signeture eft1E ATChor



PSYCHOLOGICAL AND ORGANISATIONAL FACTORS IN
. SUCESSFUL ENTREPRENEURSHIP

A Small Sample Survey

1. INTRODUCTION

The need to develop small and medium Scale enterprises and expand
opportunities for self employment is too well known to be emphasisad.
To encourage these sectors, an elaborate programme of assistance has been
evolied over time by the government and several other agencies in the
country. The assistance available now includes - provision of financial
resources, production infrastructure, supply of scarce raw materials,
marketing assistance, developmental programmes through training etc.
It has been increasingly realdized in recent years that there are non-
economic factors which influence the success of the programme of assis-
tance to develop entrepreneurship.

Though the studies examining non-economic factors have conclusively
braught forth the fact that mere provision of economic inputs may not
by itsslf guarantee success in an entreprensurial venture, importance
of different non-economic factors remains still a subject for further
research. McClelland & Winter (1969) in their experiment at ‘the SIET
Institute brought cut the importance of motivation trainine in promoting
entrepreneurshipl Several other experiments conducted in India and
abroad recently -have also indicated the importance of sueh motivational
and personality training in the promotion of successful entrepreneurship
(Shah et al, 1974, McClelland & Winter, 1969, McClelland, 1372, Mcber and
Campany, 1973, Cochran, 1971). Other researches have indicated to some
differences in the behavioural orientations of progressive and slow
entrepreneurs. For example Hundal (1967, 1968, 1971) and Singh (1970,
1970a) found that n achievement, aspirations, modernization, attitudes
to the business they are in, inventory tendency, non-hoarding tendency
etc. contribute to success.

Impressed by the importance of the behavioural dimensions in the
promation of entrepreneurship some agencies in the state of Gujarat and
Maharashtra have been offering package programmes on motivational
personality training along with other-training inputs on project planning,
marketing, taxation management etc. (Programmes run by GIIC, GIDC, GSFC
and GSIC. jointly, and MSSIDC are in these directiocns).

Based on the different researches conducted in India and experience'
of studying the entrepreneurs Rao (1974) has developed a model for the
develaopment of an entreprensur. In this model 5 propositiong have been
made outlining the different stages of desvelopment of an entreprensurs
Implications of the model for training and research have also been
pointed out in that paper. Although most of the propositions were
supported by.research, it has not been tested out syst@matically on
entrepreneurs. With this background, the present study of successful and
unsuccessful entrepreneurs was undertaken. The study was mainly to test
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the model presanted by Rao {1974) and to investigate the various factors
that. differentiate the successful entrepreneurs fzom unsuccessful
entreprensurs in small industrys The criteria of success used is the
repayment of loans to a financial torporation From which these entrepra-
neurs had taken loans before starting their enterprises. 1t is assumed
that rupayment of loans is associated partly wit. profit making anuo
survival of the enterpirses A list of 10 such successful and 10 unsuccess
Pul entrepreneurs was obtained from the corporation. Three of the
unsuccessful entreprepeurs could not be contacted as they wers found to
have closed down the factories and were diFflcult to locate. -One of tha
suceassful entreprensurs gould nat be interyviswed as he could not spare
time for interviews. Thus a total of 16 entraprensurs (9 successful +

7 unsuccessful) were included for this study. Dif ferences betuwzen the °
two gsats of entrepreneurs was attempted to be stud;ed on the Fallnmlng
groups of uarlables. d

1. Persohal and pfganizatibnal hackgraund'uafiéble,
2, Attitudinal variablss, and

3« Organizational and managerial input variables (Behavioural)

The persanal background variables studies include age, educational
background, experience, exposure to urban living and family business
background. - The organizational background variables studies -include
year of establishing the industry,.nature of the enterprise etc.

The attitudinal variables studied include internal locus of
control, adaoption tendencies, attitude to people, attitudas towards
workers, uss of others in declslcn-maklng and preparedness to sompromise
on value systems.

. Organizational and Managerial input variables studied ihclude
planning variaples including consideration of altermatives, information
sources utilization and clarity of goals, aparations managament variablas
dealing with production, marketing, fimancing, procursment; control

and personnel functions. For this the parts of the schedules developed
by Shah et al (1974) wers used. ‘

* The methad of invaestigaticn was through personal intervisws, The

. schedule used during the inmtervisws is presentecd in appandixe ; It can

be ngted that questions 1 to 7 are rslated to birth, family background,
edocation, exposure to urbanization etc. It is postulated that the
decision to become an entrepreneur is not a sudden decision from the

blue but could bs influenced by many factors beginning from the birth

af -the individual., These factors may also contribute to his success

er failure in the entrspraneurlal venturd. It is these backgraund factaors
uhlch form the basis of discussion in the next section.

The Facts examined in tho.soction 2. are relatively remote.
There ars a few ‘considarations which have immediate relevance to an
individual’s decision to_became entrepreneur. However, sven at this
stage the sransformeticn is. not a snap shot process. It is visualized
that there are a number of stages through which an individual passes from
his first decision to start an enterprise to the point when he actually
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starts functioning as an entrepreneur. In this context hypothetical

model was put forth by one of tha authors (Rao, 1974), Section 3 - presents
data testing this behaviouristic model of the development of entrepreneurs.
The material for this secticon is draun from answers to questions 8 to 17

in the schedule given in Appendix.

Entrepreneurs as a class are believed to have certain distinct
attitudinal traits as comparced with people in other occupations. Perhaps
there could be such attitudinel differences which can account for the
suceess ar failure of entrepreneurs. In section 4 an attempt has becn
made to examine these differences, if any, betwsen the successful and
unsuccassful ecntrepreneurs in this small sample. Item 17 in the schedule
gives the attitudinal questicns used in this study.

Section 5 deals with the organizaticnal and operaticnal aspects of
the enterprises. It examines whether there are operational factors which
might have contributed to the success of the enterprise. Conclusions from
this section, therefore, may have implication for the orientatiocns that
should be given to ths entrepreneurs in the developmental programmes.
Questions 18 to 21 in the schedule are explained in the respective
sections.

A judicious selection of entrepreneurs for providing assistance is
a pre-requisite for the sucaess of the small industries development
programme. Perhaps section 2 and 3 will bs of use from their point of
view, Since in the Indian context many entrepreneurs alsc need some
formal professionalization before actually launching their project
orientation by the training pragramme attains some significance. It is
in this respect that section 4 and 5 will be of some help. The reader
is houwever cautioned about the small size of the sample to draw any
generalizaticns although statistical tests of significance have been
worked out wherever appropriate.

2. BACKGROUND VARIABLES

Of the different background factors examined none of them showed
any distinct association with success. The age of the entrepreneurs
ranged from 30 years to 55 years. Howsvsr, there were mixed age groups
(relatively young and old) equally in both the successful groups with
mean age difference of about 2.5 ysars. There were also no clearout
patterns in relation to their educaticn, exposure to urban area, and
father 's education. Although there are no clearcut differences in
relaticn to the business background of the family, eight of the nins
successful entrepreneurs (B8%) come from business background as
contrasted with four out of the seven (57%) unsuccessful entreprensurs.
In the only case of successful entrepreneur without any family business
background his education was in commerce. While this cglearly brings out
the fact that persons from business families need not be successful
entrepreneurs, this does indicate to a tendency that such a background
does reinforce success. In the study by Shal et. al (1974) family
business background was found to have significant association with
entrepreneurial movements. The background details for both groups
of entrepreneurs are presented ih Table 1. It may be relevant to point out
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here Christopher's (15589) observations that younger age, formal education,
urban background, and experience iIn industry uvere found to be associated
with entreprensurs. Uhile thesc may bo associated with entry to entra-
preneurship thoy may not bz the factors that can pradict successful cntrce
preneurship, Excopt for age, ,the rest of the variables gei partial
support from t he background data af the 16 entrepreneurs, Experience
appzars to be ope factor that halped the successful entreprensurs.

Two other organizaticnal backgreound factors examined are: the
type of industry and the tims of starting the enterprise. Though it is
well within the hands of individual entrepreneurs to chogse the industr:-
where the risk is minimum and returns are almost ensured, it is
possible that even when the decision is taken after taking into account
all these considerations the selected incustry may gc through difficulties
due toc unforeseen changes in pslicy at tne naticnmal lsvel, internaticnal
disturbances, and natural factors, It is hardly necessary to emphasize
the importance of these factors in an economy like ours whers the
experience for economic forecasting is not easily availabla sven for the
pclicy makers, leave alcne small entrepreneurs. MNevertheless, type of
industry does not seem to be & significant factor thet could have
influenced the success or failure of enterprises in our sample.

The same is exemplified by thz fact that there are instances
where units'spbelonging to the same industry come under both the categories =~
successful as also unsuccessful units.

On the other handy it seems highly probable that the timing of
starting the enterpirse has mattered in the success or failure of the
units. Though saome industries wers more affectad than the others, it is
accepted that the period 1966-67 to 1970-71 experienced a ceneral
industrial recessicn in the country. It now becomes at once illuminating
to note that all the units classified as unsuccessful were started after
1966. In contrast to this among the successful units only three were
started after 1966. It should, however, be noted that of these one is
the location of an established unit (4) and another is a sister c-rceren
cf an established firm (7). There is another point which has implications
tc the relation of thz sampls rather than analysis. It can be recalled
that the criterion for distinguishing the successful and unsuccessful
entreprensurs is based on their payment of loan instalments. Inspite
of the fact thet scheduling of instalmant payments takes inta account
‘critical testhipg troubles, the gestztion period, break even point etc.,
it has to be zccepted that financial problems are more impruding (7)
for younger firms than those whicn are alzeady establisheds Thus,
the unsuccessful units in our sample besides having started in & period
of relatively less favourable industrial atmosphers, might nat have
grown out of the infant industry problems. Moreover, it is possible
that successful units:in our sample have already passed the stage uhare
payment of instalments doss not substantially eat intc the profits of
the unit. : :

3, ENTREPRENEURS: H3uw THEY ARE THERE

In an earlier paper on the development of entrepreneurs, Raa (1974)
presented some propositions dealing with how entrepreneurs .become
entrepreneurs. These propositicns are sxaminzd in relaticn to the case
histories of the 16 entrepreneurs of this study.
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Need: In order to become an entrepreneur in one area or the other,
one should have a need or motive which for him has the greatest probability
of getting fulfilled if he becomes an entrepreneur.

In five of the 16 cases the ventures were made directly to satisfy
some need or the other. The needs reflected include, nesed for independencs
and sconomic and extension motives. In the rest of the cases although
there were no direct needs reflected, in all the cases the driving force
appeared to be to dvercome a crisis situation. The crisis sitbations were
of different kinds. for example closure of the factory where he was
working, economic¢ crisis, failure in examinations, increased demands
which are disproportionate, forced migration due to political pressures,
failure of close relations to run business stc. were saome of the
precipitating factors that have driven these individuals into husiness.

Long term involvemsnt: For a person to undertake sntrepreneurial
activity he should have been involved for a period of time at latent or-
manifest level in the entrépreneurial activity he is going to undertake
or similar activities.

Long term involvement was measured in this study by getting the
year of first thought and the year of actual starting of the entreprise,
In many of the cases long term involvement came aut very clearlys. Except
in two cases the time gap between first thoughts and actual starting of
the industry was less than one year. Eight of them (50%) had at least
5 years time gap betuween their first thoughts and actual startinge In
11 of the 16 cases the time gap betuween first thoughts and firm decisions
was more than one year. Average time gap for the group betueen first
thoughts and firm decisions is 3 years, between firm decisions and actual
starting is about 20 maonths and between first thoughts and actual starting
is 4 years and 8 months. All these are indicative of long term involvement
preceding the entry into entrepreneurship. In many cases the entrepreneurs
studied indicated that their decisions to start their enterprises uwere
preceeded by standing desires, explorations and seeking opportunities.

Resources: In order to becoms an entreprencur in one area or the
other; the person should have at his disposal certain personal, social and
material resources or resource dispositions which he thinks are related
to enterlng the success in that area of actiui ty. Three types of
resources were outlined: personal, social, and material.

In sach of the cases studied there were at least two types of resource
dispositions before the entrepreneur made firm decisions to start his ouwn
entarprise. In 13 of the 16 cases persaonal resources were present (ability,
technical skills, material skills, etc. ); in 12 of the 16 cases social
resources were present (encouragement from friends, family, other groups
‘etc.); and 11 of them hach material resources (economic etcs). -In-all the
cases firm decisions were preceeded by such resourc8 identification and
dispositions.

Socio-political system: In order for a person to become entrepreneur
the socio-political system should be seen as reinforcing his needs to
establish, develop, maintain or expand his business activity.
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In seven of the sixteen gases sociopalitical system was consciously
seen as reinforcing.  0Others sesm to havs taken it for granted. None cf
them saw it as coming -on their way at the time of starting.

Additivity: Additivity of the above factors where it is stated that
if sne of them is strong, even if gthars are weok a person may plunge into
business,

As it was diffigult to quantify the strength of these, this cannot be
directly tested. It was svident in many cases where the nzed.dispositions
ware nat present, crisis situations have faorced them to think of entrepre-
neurial activities. As crisis situations ar precipitating incidents hav.
strang motivating powers in them, such cases af entreprengurs render
support ta this proposition.

Professicnal socializationt In this proposition it wes stated that
it is possible to develop entreprercurs through organized tpaining |
programmes, -

Although the entreprensurs interviewed did not have any training -
undsr the title of entreopreneur devaslopment, all except one had same kind
af training or other ralated to the development of their industry. 1In all
except one casss such training preceded tha actual starting of tha industry.

Aquisition of pesources: All the entrepreneurs studied have spent
some time acquiring resousces from one organisation or the other before
starting their present busipess. The very fact that they were drauwn from a
financial caorporation list has this bias built into it. 7The intervieus
reuealed that such help from other organisations preceded their actual
starting of the industry. In a2ll the cases professiongl socialization
preceeded acquidtion of resources.

Thus the data from these interviews render support te the propositions
made by Rao (1974) in his model. Howsver, the sequential nature of the
model does not seem ta be valid in all ths cases. Specially the second
and third stages in the madel (precipitating factors and prafessianal
socialization) seem to take up such a strong role as to induce a person
to entrepreneurship In some cases rather than merely to help him start
business after he is induced into it. In these cases professional
socialization and crisis situations szem to tap some of his needs and push
him to gather resources to become entreprensurs. This indicates to the
possibility that several of the small industry entrepreneurs are
entreprensurs by crisis rather than entrspreneurs by interest, If this is
so McClallands (1961) hypothesis that entrepremeurs have high achievement
motive, moderats risk~taking etc. is less likely to be true with such types
of entrepreneurs. Data on large samples is required for further insights.

4, ATTITUDINAL VARIABLES

Thecrlsts an antrepreneurshlp hypothesize that entreprensurs as a
class hezve certain distinct attitudss and personality characteristics.
McClelland (1961) tas prasspted enough evidence on charactepistics:
McClelland (1961) has prasented ‘@anough svidence on characteristics associctsd
with entrepreneurship like high need for achievement, moderate risk taking,
tendency to tzke personal responsibility, opennsss to Feedback stca
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Several other investigators on entrepraneurship pointed cut the importance
of personslity factaors in entreprencurship, For sxample Hegan {1971)
observed that the raquirements for the transition to economic growth are
(a) fairly widaspread creative problem solving ability, and a tendency to
use it, and (b) attitude towards manual-technical labour and the physical
world such that creative onergies are channeled into innovation in tha
tachnology of production. The creative personality according to him is
characterized by high nesd achievement, order and autonomy. Kilby (1971)
lists introddction of new product and technology as ane of the integral
parts of entrepreneurial activity. OSome of the racent training programmas
in India assume the importance of attitudinal and persanality variables -
and use them as inputs for training entreprensurs. However, there are no
systematic studies conducted to identify, prove or dispfove the charace
teristics that differentiats successful entreprensurs from the unsuccessfuls

What has been hypothesized about the entreprensurial class in
relation to common people should be in a way true about successful
entreprensurs vis-a~vis unsuccessful. If there are cartain characteristics
which distinguish the entrepreneurs from others, with respsct to thess
characteristics the successful entreprensurs should have an edge over the
unsuccassfule Starting from this premise, the following hypothesecs were
tested in the prasent studys:

1. Successful entrepransurs bave higher intsrnal locus of
controls Internal locus of control is a tendency in
the individual to attribute success or failure to
internal factors within his control than to axternal
factars like fate, God stc.

2. Successful entrepreneuyrs have greater propensity to
adopt to new techniques as and when they emerge as they
are continuously leooking for new things.

3. Sucecsssful entreprensurs have positive attitudes to
thair workers and tend to believe that workers can be
~trusted and need not be pushed to work.

4. Successful entrepreneurs reflect bettaer trust with
people, in general, they meet and come across and
have pcsitive attitudes to them,

5. Sucecessful gntrepreneurs may shaw a tendency to take’
decisions individvally more than the unsuccessful
‘which reflscts their confidenca and autonomy.

6. Howaver, successful cnireprensurs are prepared to
compromise their valus systems in casss of necessity.

Partly these hypotheses are based on sarlier studies which hint
at thess possibilities znd partly on the basis of bunches. In order to
tast the above Aypotheses attitudes of the entrepreneurs were measured
on a ten point scale separatsly for sach of the hypotheses.
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Mean scoras of the two groups of cntrepreneurs on the six dimensions
are prasented in Table. Both 't! test and Mann Whitney V values were worked
out to test the sigpificapce of diffcrences. Nane of the differences wero
statistically significant.

Table 2: Means, Standard Devigtion, and Diffcrence Between the
Mean Attitude Scorocs of Sucéessful and Unsuccossful Entrepreneurs

Sueccessful Unsuccessful

Mean 50 Mean  SD Interpretation
1. Internal locus of 4.9 1.80 4.7 2.34 higher the scare less
the internal locus of
control
2, Adoption propensity 3.3 1.80 363 1.89 higher the socre less
' for innovations the adoption propensity
3. Attitude towards 6.2 2492 442 2,23 higher the score posiil
workers tive the attitude to
workers
4. Interpersonal Trust: 4.7 2471 6e2 2.45 higher thé-score less
attitude towards ‘ the trust
pecople
5. Consultation in 4.5 2453 4a7 3.35 higher the score more
dacision making consultative
Be Compromise of oneds 5.9 1.58 6.5 2.33 higher the score less
valueo system . ‘ the compromising

Tha scores of the two groups are not significantly different as none
of the 't! values and Mann-Whitney .U valuas calculated were significant
at .05 level,

Contrary to sxpectations the two groups of entrepreneurs omerge more
or less similar with regard to the attitudes measured. ‘This similarity is-
more clear in the case of internal locus of control; adoption of 1nnouat10ns
and consultations in decision making. .

Statistically there is no difference betwsen the groups uwith respect.
to guestions relating to interperscnal trust. Howaver, in this case the. --
average. scores are slightly different and in-a way conform to the hypethesis
started earlier. The successful entrepreneurs not only - evince gregter
trust in their workers by stating that there whould be'self realization if .

a worker has to do a good job, they alsc believe that people are:.gensrally
trustworthy. Howcver, there is a great variation in their attitudeg.
Thus, it can only be stated that the successful entrepreneurs tend to make
greater compromise of their values as compared with. unsuccessful ontre-
prensurs.
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5. ORGANIZATIONAL FACTORS

Two major dimensions assaessed in the organizational factors are
'Planning Orientation' and 'Operations Manmegement'. Planning Orientation
is defined as the behaviour of the entreprenesur involving scanning of
the environment, generating and listing of alternatives and organized
thinking before undertaking an activity in relation to clearly defined
goals, choice of methods of achiguing these goals and developing sffective
systems of management that monitor information on accomplishment of goals
set from time to time (Shah et al. 1974). Operationally an. entreprenesur
hlgh on planning orientation is sxpacted to consider alternativas before
he chooses the line of business, productline, laocation, machines and
equipment, technology and procosses, finance mix and the area of operation;
utilize sources of information in relation to fupnctions like praoduction
marketing, finance, personnel, procurcwent and control, and would process .
all these in goalsetting in relation to product line, product quality,
sales, cost reductlon, profit, dlUDrSlflcatlon, BXpan51on and labour
relations. o & :

Operations management has been defined operationally as the capaclty
of a person to offectively develop systems for effective operational control
of production, marketing, finance, procurement, personnel functions and
for monitoring accomplishment of goals. For the measurement of bcth these
dimensions the schedules developed by Shah egt. al (1974) were used.

As thc appendix shows there gre thres ma jor areas under planning
orientation: Alternatives, Information Sources Utilization and Clarity
of Goals. Under each area there are several variables. For examples
whether the entrepreneur gave adequate thinking to the various altcrnatives
whilé sselecting his line of business, product-line, location of factory,
technology and processes etc. were studied. One way of knowing for example,
whether the entrepreneur did consider ths alternative linss of business
before he decided on the presant one is by dsking the question "Did you
think of alternative lines of busincss before you chopso $he present one?".
Such a gquestion is highly loaded with social desirability and most of the -
entrepreneurs are likely to answer in the positive. To avoid such
stereotyped responses and to get into depth the entrepreneurs were probed
through questions like “How did you decids on this business?" "Why not .
others?" "what factors did you consider before you decided on this?"
“What are the advandéges with this and disadvantages with others?" etc.
Through his answers to thess questions the intervicwer judged whether
he did consider alternative lines of business before he entered the
present one or note If he did, he got a score of 1 for that variable and
if he did not he got '0's To the extent this score depended on the
interviewers judgement the system is subjective. Such subjectivity at this
level is probably unavoidable in studies of this kind. However, experiencaos
of researchers (Shah, Gaikuad, Pareek, Gor, Shetty and Rao) using this
schedule indicated a grsat amount of 1nterqinterv1emer agresments. Similar
procedure was used far each of the variables.studied under plannlng
orisntation and Operatlons,management. Details of the scoring system
arec given in Shal et. al -(1974).

Using this system two separate total scores are available for each
entreprenesur: one on Planning Orientation giving an index of planning, and
the other on Operstions Management giving an index of managerial efficdcye
Three subscores are available under planning orientations and five subscores
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on operations management. The scores on sach of these areas are raised

to 10 for purpcses of ease of comparisons. Similarly overall sgores on
planning orientations and operations mapagement were reduced and calculated
for a maximum of 10 points.

For comparing the successful and unsuccessful entrepreneurs mean ScOres
and standard deviations were calculated for the two groups with respect to
each of the two main dimensions and the different areas under each dimen-
sion. These are presented in Table 3.

Table 3: Mcans and Standard Deviations of the Successful and Unsuccessful
Groups of Entrepreneurs aon Diffcrent Organizational Oimensions
and Areas

Succassful Unsuccessful

entreprencurs entreprenours

Means Standard Means Standard

deviatians deviations
1 Planning orisntation 533 1.19 4.50 1441
1a Altaernatives 5.0 2.34 4.43 2.49
1b Information -sources & 5.0 4434 4,80 2.10
systems ’

1c Coal-satting S.62 2.28 5.00 2.50
2 Operational management** 7.59 1.50 4,76 0.80
2a Production functions* 7450 2,62 4,75 1.60
2b Fiparice functions* 7.50 2.66 N 4,00 2423
2c Control functions S.66 6673 8.00 2.43
2d Personnel 5.66 3,13 3433 1483
2e. Procurement functions* 8.90 3,164 5.71 2,71

*J « value significant at .05 level
¥ = value significant at .01 level

Successful entrepreneurs have higher mean score in all the eight areas
and also with regard to the main dimensions planning orientztion and
operations managsments However there is a great variation in scores within
the two groups as reflected by high standard deviations.

Thaugh the mean socre of the successful group is higher, the difference
between thc means is not satistically significant for any except for
'Production Function', 'Finance Function' and the collective dimension
'"Operations Managoment,' as Mann Whitney - 'u' valuss were found significant
only in thess cases.
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Broadly it can be stated that successful entreprensurs dao better
on operations management. This characteristic of the group can be
attributed partly to their better performance with regard to production
function and finance function.

Intra—-area Comparisons: Variable-wise Analysis

As stated earlier, each dimension had sasveral variables. It is
possible that though the successful and unsuccessful entreprensurs
do not differ with regard to the total .area scores, the individual variables
may be able to differentiate the two groups. To examine this aspect,
with regard to each variable, percentage of entreprensurs scoring on each
variable from among the successful and unsuccessful sntrepreneur groups
are compared. As the appendix reveals there ara 20 variables under
planning orientation and 17 variables under operations management.

Analysis of both the groups of entreprensur on these 37 variahles revealed
that only on eight of thsse variable percentages of successful entresprenuers
differed significantly from the percentage of ‘unsuccessful entreprensurs.
The details of the percentages of entreprensurs from each group for

each variable are presented in Table 4.

As the table reveals successful esntrepreneurs tend to score more
dn goal setting behaviour in relation to quality, and profit, production
scheduling, collections, payment to suppliers and limit utilization, and
inventory for raw material. However, surpgisingly successful entrepreneurs
do not seem to have clear cut goals on labour relations as compared to
unsuccéssful group. Probably they go by situations or that they do not
need it. (For example under operations management their labour relations
scores are certainly better). UWhile these conclusions are based on
statistical tests of significance, table 4 reveals that thers is a trend
for successful entrepreneurs to score more on the variables technology
and process alternatives, information sources on finances, goals related
to cost reduction, cash budgeting, and management developments Surprisingly
unsuccessful entrepreneurs show tendesncies to score moreo on line of -
business and goal setting in relation to diversification. As stated
earlier most of the successful éntreprensurs came from business background*
It may be interpreted that such background necessitates less thinking
to be givem for alternative business lines., Sdimilarly unsuccessful entre-
preneurs may have oplear cut goals of diversification or no diversification
due -to their failure.

There are some variables on which the percentage of entrepreneurs is
low, say below 50 per cent, both among the successsful and unsuccessful ..
groups (Quadrant I in Table S). There is a second class of variable where
the percentage is high i.e. above 50 per cent, among unsuccessful entre-
preneurs and low, i.e., below 50 per cent, among the successful (Quadrant 11
in Table 5). In a third category the percentage is high among the
successful and low among the uneuccessful entrepreneurs (Quadrant III in
table 5). The last category of variables is that where both successful
and uns;ccessful groups have high percentage of socres (Quadrant IV in
Table S5). »



Table 4: Percentzge of Entreprenaurs from Successful and Unsuccessful

grayps Sgoring on sach Yariable

Sr.

Part_:antaga of Entrepreneur’s

No Variables sgoring from
‘ Successful Unsuccessful
qroup qroug
R. Planning Orientation
1 Line of business 22.2 42,9 ]
2 Product line 55.6 42.9 { Consideration
3 Location 33.3 28.5 I of alternstives
4 Machinaes & equipments 66.7 71.4 i
5 Tachnology of processes 55.6 1443 ]
6 Finance . 77.8 71.4 I
7  Area of operation d4ed 57.1 X
8 Production §5.6 71.4 X
9  Marketing 4444 57.1 { Informatiaon
10 Finance 4had 14.3 { sources
11 Personnel 33,3 42.9 1 utilization
12 Procursment . B6=7 57.1 X
13 Product line B5e6 57.1 i
14 Production 6647 ° 57.1 1
15 Quality 88.9 28.6% |
16 Cost reduction 5546 28.6 I Coal setting
17 Profit 77.8 14.3%
18 Divarsification 5546 71.4 I
19  Expansion bha 4 2B.5 i
2D Labour relations 1161 B7.1% 1
8. Operations fManzgemant
21  Production scheduling 6647 14.3*
Z2  tine Balancing 55.6 42.9 = ] Prgduction
23  Production performance BB.9 §2.9* [ Ffunctions
24  Maintemance B8.9 85.7 X
25 Determination of fixed 77.8 5.4 I
capital X
26  UWarking capitals E6.7 42.9 { finace
27 Cass budgst 33.3 0 { function
28 Collection 77.8 28.6% |
29  Payment of suppliers 100,0 28.6%% |
30 Limit utilization 100.0 57.1% |
31 Procuramant function BBE.S 57.1% { Procurement
I Punction
32  Product profitability 88,9 8547 I
35 Standacds of costs 88.9 B5.7 Ig"”t?l
34 Copapity utilization 120,0 71.4  f runetien
35 Labour relations B8.9 7144 I
36  Incentives 22,2 0 J Personnel
37 Manmagemsnt deusliopment 85.6 28.6 i

L
Percentage differencs significant at .05 level

* i
Parcentags differsnce significant at .01 lavel



Table 5

Classification of Subfactors Acsording to RBercentage of Scoring Entrepreneurs Among Successful ard

Unsuccessful Groups

25

Parcentage of successful entrepreneurs schring

26-50

51-75

75

Porcentags of unsuccassful entrapreneurs sloring

25

26~50

51=175

775

Incentivas (36)

Line of-

Finence (10)
Cash Budgeting (27)

Location (3)

business Q1 personncl (11)
AAM Expansion (19)
Labour Marketing (3)

relations (20)

Technology and process
Production Scheduling(21)

Product line (2)

Cost reduction (16)

Line balancing (22)

Determination of working
capital (26)

Management development (37)

Machinery & Equipment (4)
Production (8)
Procursment (12)

Product line (13)

Product (14)
Diversification (18)

Profit (17)
/3 117,

Quality (15)

Production performance (23)
Collections (28)

Payment to suppliers (29)

Finance (6)

Detormination of fixed
capital (25)

Limit utilization and N
paymont to banks .etc. (30) &
Procurement (31)

Capacity utilization (7)
Labour relations (35)

—_—

QIv

Maintenancz (24) .
Product p-ofitability (37)
Stindard of costs (33)

=
]
ct
o]

Number in the paranthesis indicates the number of the variable as listed in Table 4.
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Variables in categories I and II influence the success of an
enterprise much less. In this context it can be noted that a higher
percentage among the unsuccessful entrepreneurs scoring with respect to
category II has only remained in consequential. Category IV might have
influenced the success of enterprises of the successful groupe However,
these variables by themselves may not have led to the failure of unsuccessful
" group. UWhat has mattered in the success of one group and the failure of
the others appears to be their performance or variables listed under the
third Quadrant.

The entrepreneurs classified as unsuccessful may improve their
position if thay endsavour to fix certain targets both with regard to
the quality of their products as also profits. Theycan do well ta maintain,
a more systematic payments and also strive for an optimum combination of
cash and credit deals with respect to their payments and collections.
It may help them if they can schedule their production and have certain
index of performance to know their position. Lastly part of their
failure may be due to their failure to consider alternatives in 'technology
and process'; but these failures cannot be remedied now.

Needless to state further variables identified should be stressed
in the sntrepreneurial development programmes,
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Summary and Implications

This study on 16 small industry sntrepreneurs (9 successful + 7 un-
successful) focused on identifying some personal background, attitudinal,
arganizational. and managerial variables that discriminate the sucesssful
group from the unsuccessful group. Success in entreprensurship was
identified through the records of a financing agency and were later
confirmed-at the and of the interviews that success was associated with
survival of the enterprise and profit making and there by repayment of
loans. Of the background variables studied no clear patterns emerged
differentiating the successful from the unsuccessful on age, education,
urban exposure, father's education, and type of industry. There was a
trend touwards more successful entrepreneurs coming fram familiss with
business background and starting the industry during a period of industrial
activity. An examination of carseer decision information given by the
entrepreneurs was found to support the propositions made by Rao (1974).
However, the sequential stages in the development of and entrepreneur
did not emerge clearly. The two groups did not differ significantly
on attitudinal dimensions like internal locus of control, adoption
propensity, attitude to workers, interpersonal trust, congultation in
decision making and compromise of value system, although trends in certain
directions were observed. In terms of their organizational characteristics,
sucessful entrepreneurs were found to socre bstter on operations manage-
ment, production function and finance function: They also showed ten-
dencies to score better on several other organizational dimensionss.

More research in these directions with well defined criteria of success .
are likely to help identify potential entrepreneurs and design entrepre-
neurial development programmese. <
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Factory name and address

Name of the entrepraneur

Age

Educational qualifications(degrees/diplomas etc.)

Place of birth and periods of living

Exposure to Rural areas = =  =eee—ecm——weo. years dUringeem——————=-
Exposure to semi-urban arga  —=-=c=m—--eme—ao years duringeem—=—me———-
Exposure to urban area = = = @ ~=—=a--- m=bimem years during=s=e——e-ae--

Experience_in_Industry

- M S Tt o . . S A S T T P o " mt e B bt S P o e i St S G B SR A e At o gt o 0 S I = A W o O o

Nature of job or
designation

No. of years

0 3 .
rganization worked

- P O Yt Tt S Tl 4 My € o D A Pt T A bt SR s G S S S s S B St e P S s o B ) S T Y POV D AR A gt B 8 U e R S O o s

family background:

Qccupation of father:
Occupation of mother:
Education of father:
Education of mother:

a) When did you first think of establishing your own organization? Year——-

b) What made you thing of this? Can you recollect and tell us what made

you think of starting your own enterprise? (Who influenced you? Is
there a specific event stc.). .

c) Please rank the factors that influenced you to think of starting your

own enterprise (realization of internal resources, extension of
family busiress, fear of losing job etc.)

When did you make firm decision to start this organization? What factors

influenced you to make the decision?
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Describe the events that are related to your establishing this enter-
prise that took place since your 'first dec151cd to your 'firm
decision'. (Record all events).

Why did you choose this particular line of business? UWhat factors
have influenced you? Please daescribe.

After you made your firm decision how did you go about starting this
organization? (What attempts have you made? Uheres were you successful?
Where did you fail? How did your plan get changed? (Please describe

in details).

a) Have you taken any training programme before starting the enterprisc?
At what stage? (Before establishing this?),

b) Have you undertaken any business tours before starting the
enterprise? UWhat did you try to assess?

When you made your decision to start your industry? UWhat potentialities
did you think that you possessed which weore assets for you in starting
the industry? What more resources did you think you needed? (Explain
the three kinds of resources).

How did you go about acquiring the resources you lacked?

In this process did you discover any new things which you lacked or any
new strengths which you possessed but did not think them to bo that
essential?



21

17 People have different orientations to life. Out of your expericnces in
your life, by now you may have developed certain bzliefs and values about
life. Plcasc answer the following questlons and tell us somcthing
about your views of life.

Give

n below are pairs of statements arranged on a 10-point continuma

These statements arc opposite to each othcr and respresent two extreme and
contrasting life-orientations. Pleasc indicate on each statemcnt uwhere
you stand. :

a) Some peoplc believe that they can do things with their own efforts
and achizve rosults. They don't believe in any supernatural powers
to shape their rosults, They might believe in GUD but they don't
belicve in GOD's influence in their achievemcnts. They stata
“whatever I achicved is because of my own efforts". Therc are
people in other extreme, who beliasve that everything they achieved
or can achiecve is not because of their own abilities but because of
GOD or LUCK gr something not in their hands. If these two sets of
people can be put on a 10-point continuum where do you stand?

Uhatevor I have achieved or can I cannot achieve anything on my
achisve is duc to my own efforts ouwn unless luck, GOD or other
and not due to luck or other factors not in my hand favour .
factors, me.
1 2 .3 4 5 6 7 8 5 10
I prefer adopting any new practice I think old is gold and ane
I come across as new practices should be extremoly caraful in
are likely tc be always good ‘adopting ncw practices as there
is always disadvantage coupled
with advantages
b) 12 -3 4 5 6 7 8 9 10
Workers will not work unless thay Pushing never helps, thsre
are pushed to do soc. should be self-realizetion if a
worker has to do a good job.
c)1 2 3 4 S5 6 7 8 9 10
I like to be on my own in all my I prefor taking help from’
decisions. others in all decisions to
guard myself against mistakes.
) 12 3 4 5 6 7 8 9 10
People are generally trustworthy Persans can never be trusted
at their face valus.
e) 1__2 3 4 5 6 7 B8 9 10
I don't mind ths means. The - I don't want to sacrifice my
results are important. Values values for achieving results.
have to be sacrificed in the present )
day set up to achieve results.

f)1 2 3 4 5 6 7 8 9 10
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18 PLANNING ORIENTATION

Consideraticn of Alternatives

1.
2,
3.
4e
5.
6.
7.

Line of businass

Praduct line

Location

Machines and Eguipment
Technology and procossos
Finance

Arca of operation

TOTAL:

19 INFORMATION -~ SOURCES & SYSTEMS

functiors

Te
2.
3.
4‘.
5.
Ba

Production
Marketing
Finance
Pzrsonnel
Procurement
Cantrol

TOTAL:

20 GODAL SETTING

Clarity of gpnals with reference to-

1
2.
3.
de
5.
N
e
8.
g.

Product line
Production
Quality

Sales

Cost reduction
Profit’
Diversificatian
Expansion

Labour relations

TOTAL:

2% GPERATION MANAGEMENT#*

1.

Praoduction Function

ae. Producing schaduling
bs Lino. balapcing

ce Production perfaormance
d. Maintenance

Score

Composite scorc

Score

Composita score

*For enterprises which had not gone into production wo ascertained the
systems they propose to ipstal when they go into production and hou they
are hanging whatover coperations werc relevant ko their current status of

We heve alsc ascertained how persistent they

are in overcoming the scveral obstacles they faced in implementaticn of

What was thair approach in generating alter-

project implementation.

bf the prcject entcrprise.

natives to mcot the situations as they arcss,.
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Marketing Functions

g. Flow of ' artket Intelligence
feo gales

Finance function

ge Determination of Fixed Capital

hs Determination of Working Capital

i« Cash Budget

je Collections

ke Payment toc suppliers

l. Limit utilization - Repaymcnt to
Banks, cté.

Procurement Function

me Inventory of Raw Material

Control Function
Ne Product Profitability

0. Standards of cost

p. Determinatian of key index af
afficiency

qe Capacity utilization
Personnel
Be Labour Relations

se. Incentives

t. Expansion/Management Development

TOTAL

Score

Composits scorc




