
FRONTIERS
OF

ENTREPRENEU2SHIP
RESEARCH

Proceedings of the 1981 Conference
an

Entrepreneurship
at

Babson College

Published by
Center for Entrepreneurial Studies

Babson College
Babson Park, Massachusetts 02157-0310

(617) 239-4420

ISBN #0-910897-16-6

Sponsored by tne Edited by

Fabsor Center For Entrepreneurial Studie 'ri. Vesper
University of IA,'<,



TABLE OF CONTENTS

ACKNOWLEDGEMENTS...................................................vi

INTRODUCTION...................................................... vii

SURVEYS OF ENTREPRFNEURS

1. A New .00k at Business Entry, Arnold C. Cooper

and William C. Dunkelberg 	 1

2. The Woman Entrepreneur, Robert D. Hisrich and

Marie O'Brien	 21

3. Female Executives Versus Female Entrepreneurs,

Donald L. Sexton and Calvin A. Kent 	 40

4. Managerial Problems of Entrepreneurs,
Yvon Gasse and Gerald d ' Amboise	 56

5. Entrepreneurs and Their Companies, John R.
Thorne and John G. Ball	 65

6. Startups from a Large University in a Small
Town, Charles A. Rodenberger and John McCray. .

	

84

7. Patterns of Acquistion in Silicon Valley,
Albert V. Bruno and Arnold C. Cooper 	 92

ENTREPRENEURSHIP IN OTHER COUNTRIES

8. Research on Entrepreneurship in Canada, Kenneth

E. Loucks	 111

9. Bankruptcies by Type of Entrepreneur in
Canada, Russell M. Knight 	 130

10. Research on Entrepreneurship in Germany,
Norbert Szyperski and Heinz Klandt 	 158

1:. Entrepreneurship in Puerto Rico, David G.

Jansson and Robert D. Hisrich....................... 179

VENTURE CAPITAL

12. Survey of the Most Active Venture Capital Firms,
Jeffry A. Timmons.................................... 199

x

iii



29. Entrepreneuring in Appropriate Technology,
Jerome Goldstein............................... 472

30. Commitment, Objectivity and Opportunism,
Philip H. Thurston....................... 478

31. Stanley W. Hyde, Philip H. Thurston . 481

32. Turnabouts of Entrepreneurial Firms, Herbert
E. Kierulff.............................. 483

THEORIZING ABOUT ENTREPRENEURSHIP

33. Politics of New Ventures, Ian C. MacMillan 496

34. Converging an Characteristicsof Entre-
preneurs, John A. Welsh and Jerry F. White . . 504

35. Innovation, Entrepreneurship and Brain
Functioning, Edward E. Williams ................. 516

36. Measuring Entrepreneurship in Psychohistory,

Wayne G. Broehl, Jr., and Victor E. McCee. 537

37. Community Infrastructure of Entrepreneurship,
Douglas W. Schell and William Davig ............. 563

38. Entrepreneurial Careers, Robert C. Ronstadt. . . 591

39. Trying to Implement a New Venture Course,
Robert A. Comerford.............................. 601

BIOGRAPHICAL SKETCHES OF PARTICIPANTS ........................ 604

v



13. Informal Risk Capital in New England, William
E. Wetzel, Jr	 217

14. Flow of Venture Capltal 1977-1980, David J.
Brophy	 246

15. Ventura Capital Decision Making, Tyzoon T.

Tyebjee and Albert V . Bruno 	 281

GOVERNMENT AND ENTREPRENEURSHIP

16. Government ' s Role in Research and Development,

Bruce A. Kirchhoff and William E. Knight . . . .

	

321

17. Government R&D Funding and Startups, Judith
H. Obermayer	 337

18. NASA ' s Interest in Entrepreneurs, Richard L.
Brown	 353

19. Free Trade Zones and Entrepreneurship,
0. Jay Krasner and Charles L. Wood	 372

20. Poverty and Entrepreneurship, Charles E.
Mueller	 384

EXPERIMENTS IN COMPANY FORMATION

21. Utah-Launching Pad for New Enterprises,

Wayne S. Brown, Ramon E. Johnson and William
R. Bowen	 395

22. Creating New Companies in a Canadian
University, Jacques Bernier and D. Robert Hay.

	

402

23. U.K. Training and Development of Entrepreneurs,

David S. Watkins and J. F. Morris	 413

24. Second Generation Innovation Center Entrepre-

neurs, Dwight M. Baumann	 428

25. Individual Entrepreneurship and Large
Corporations, Norman D. Fast aid Stanley

E. Pratt	 443

26. Efficacy of Internal Entrepreneurship
Strategies, Hans Schollhammer 	 452

INDIVIDUAL ENTREPRENEURIAL EXPERIENCES

27. The Authoritarian Entrepreneur, Robert H.

Brockhaus, Sr	 457

28. New Ventures in the Food Industry, Roger W.
Hutt and William E. Miller 	 463

iv



THE EMPIRICAL RESEARCH ON ENTREPRENEURSHIP

IN THE FEDERAL REPUBLIC OF GERMANY*

Norbert Szyperski, Bifoa at The University of Cologne

Heinz Klandt, Bifoa at the University of Cologne

ABSTRACT

The following represgnts a survey of empirical results of
entrepreneurship of the last 5-10 years in the Federal Republic of

Germany. The presented data refer to the entrepreneur, the new .enter-
prise, and the corresponding environment. Nearly all are of descriptiv..

nature. Emphasis an research has so far been in the field of motives
and attitudes of potential entrepreneurs towards their change in seif

employment, of various demographia, of potential and real entrepreneurs
and of some structure data about new enterprises. On the whole, we
must state a considerable lack of empirical research activities in this

field although there has been a continuous increase of activities
during the last five years.

HISTORICAL SURVEY

Even though little attention has so far been paid to the subject

of founding an enterprise by German scientists of business administra-

tion and economics, there have been some waves of growing or declining
interest. These interest waves in scientific 'research an newly founded
firms are closely related to the economic and social importance of the

subject.

This fact is made especially clear in the context of the develop -

ments in the period of the so-called "Gründerszeit " , which followed the

French-German War, 1870-71. This time was of special importance for thf
development of German industry. During this periad as well as in the

first two decades of the 20th century, main discussion points were
chances and risks of founding joint stock companias. Due to the numerous

misuses the interest concentrated an this kind of enterprise, l the
commonly known investigations of that time can yet hardly be understood
as empirical studies.

*Je thank Dr. Ursula Richter (BIFOA) for help in translation.
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On account of the changed conditions of the economic system,

the subject of founding an enterprise was not at all a subject of
scientific interest in the thirties and forties. As far as the phenomenon

of founding an enterprise is discussed in the sceintific literature from
the time after World War Two until the mid-seventies, foundation is

regarded either as legal act (questions of the type of business owner-
ship, contract of the company, business start-up-registrations, commer-

cial registration) or as a special kind of financing. According to the
subject, the investigations are more normatively and . instrumentally
orientated than empi:ic descriptive kinds of studies. The problem of
the determination of the location is also of importance in the discussion

about starting a new business. Most of the time these questions are
examined from the point of view of big companies who want to found sub-

sidiaries. You will find a great number of publications on some special
questions, i.e. foundations in foreign countries, foundations initiated

by wholesale co-operative societies or retail chains (whereby these
unions show similar patterns of thinking and behaving like bit companies

and therefore questions of location are of special importance). There
exist some empirical investigations on special problems.

It can be established that, until the mid-seventies, there were
almost no empirical data about formation of new firms. In the non-

scientific area however, at least some contributions in the sense of
practical advice for people who want to start their own business can be

found. In a similar way, there are In some fields, as for example for
craftsmen, explanations in textbooks concerning the problems of found-
ing an artisan business. These essays refer, however, mainly to the
moment of the start-up and contain hardly any references from the science
of business administration to the Situation of founding a business.

Summing up, it must be stated, and this is valid for a more

economics orientation of considerations, that general research on
foundations of enterprises and empirically based research in particular

was seldom done in the Federal Republic of Germany until the seventies.
There are just some early investigations on ' the image of entrepreneurs

with respect to their origin and attributes. You haue to consider
that the German word "Unternehmer" does not accentuate as much as

the English word " entrepreneur " the person of the business founder.

Only in a very limited sense can the biographies of founders, which are

mainly allied to literature of the science of history, be considered
as empirical research.

THE STATE OF THE ART OF EMPIRICAL RESEARCH

In the following explanations we start by differentiating
between two central issues in entrepreneurship research (See figure 1).

the newly founded firm, and

- the entrepreneur.

Furthermore, the corresponding environment is of interest for
entrepreneurship research. Accordingly, we present and discuss the

-159-



On af empirical research on entrepreneurhsip by means of these three

aspects and their attributes. The results are descriptive and enly
occasionally are there empirical concepts for analytical considera-
tions. Furthermore, we can establish that the available data of German
research on entrepreneurship have been analyzed mainly in a bivariate
manner. There are only a few multivariate investigations.

When relationships are examined, then two questions are important.
These are the questionn of the influencingfactors which affect

- the foundation of a business, and

- the success of business foundations.

The Person of the Entrepreneur

Concerning the ana',.ysis of aspects of the person "entrepreneur "

it raust be considered that some persons are already of interest for

research before the.found. cion of their business has been completed.
The scientific interest extended to that group called potential en-

trepreneurs.

Potential Entrepreneurs

This group of

have to be considered
systrn of the entrepr

actl determined in

poter.=ial founders h.
inqui:ing into their

at th time before
can b done in the

are of primary int
additional distorr

ential entrepreneurs, which in a strict sense

patt of the above mentioned environmental
r and the founded business, can only be ex-
sspect. That means that empirical research on

start by examining actual entrepreneurs and
ributes, which might have characterized them
founded their firms. Such an investigation
of fact variables. Since here opinion variables

such an investigation would cause a lot of
Jf the survey results.

Thereforc

determined in a

tical dimensions
for our purpose:

persons which, '
sidered as pote.

however, is toc
housewives and
systematic, com.

question can an

Ex ist in

which evidently

tions. These a.

education and gr
ness foundations
first group inc'_

,group of potential entrepreneurs has to be

nt, more practical way. Commonly used statis-
cher too wide or too narrow in their scope,
example,.the dimension " residents " contains
their age, cannot yet or can no longer be con-

~:trepreneurs. The dimension "working persons "

, because entrepreneurs come from the groups of
s, too. Therefore, it has to be stated that a

' ive and operational definition of the group in

Sade with difficulty, or perhaps not at all.

arch activities concentrate on certain groups,
to have a close connection to business founda-

)ve all groups with certain tynical professional

which have already shown theit interest in busi-
le asking for corresponding information. The

for example 2 :

- mast- of craftsmanship

- merc: ' assistants
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E N T R E P R E N E U R (pol. /real. NEW ENTER PRISE

negative and positive motives/attitudes

abilities/e ducation

personality

rlemographia

origin

actual social environment

work-time/leisure-time

kind of change

brauch of econorny

type of business ownership

type of foundation

turnover/profit

amount of employees

amount/structuriof capital

financial support/loans

problems

reasons of insolvency

consulting

E N V 1 11 ON MENT•

amount/increase/decrease of enterprise

ollerer] financial resources by the government

Image of the entrepreneur

Figure : 1

I mportnut ltesearch-flimensions ofCurrent Empirical Studies an Entrepreneurship

iii il,e Verlernt Itepublic of Germany



- masters of the Science of Business
Administration

- masters of the engineering sciences

- managers

graduated engineers

- food retail employees

In concrete cases, there exist data about people interested in consult-

ting booklets3 , or about workers and clerks of the age 16 to 59. 4

Determining the group of potential entrepreneurs not on a

retrospective basis - disregarding those who define themselves as

potential entrepreneurs by their interest - most of the fact variables,
including a dynamic aspect which points to a possible future business

foundation. To be more concrete, we refer to the attitudes towards

starting one ' s own business (or self-employment) as well as detailed
negative and positive motivations, which are mentioned in the context

of regarding the professional alternative of starting a business.

This field of attitudes, negative and positive motivation

towards business foundation - especially of potential entrepreneurs,
can be considered as the field within German research on entrepreneur-

ship which is best based on empirical data. 5 Reasons for that could

be seen in the appealing kind of questions, in the perhaps easy way

of getting the data. Current research activities are not only done
by scientific institutions but also by chambers of commerce (about

three to four especially active chambers), by associations, or by
commercial market or public opinion research institutions.

Recapitualting the results of investigations, we can state
that by and large the attitude towards starting an own business is

not very positive. But recent research shows more positive attitudes.
Very often - disregarding the groups which traditionally are related
to entrepreneurial self-employment (e.g. craftsmen) - self-employment

is not recognized as professional alternative. If self-employment
is considered, then it is more oriented towards freelance activities. 6

The investigations in question, which examine the positive

and negative motivation of starting an own business, use ad hoc generated
lists for the evaluation of positive and negative motivation. Never-
theless, a general result can be established that most of the respon-

dants mention the motive of being independent, of seif-realization,
as most important motive. The motive "income " is ranked lower. Lack

of enough money, and the fear of taking risks, are the most important
negative motivations. 7

Comparing the results with those of investigations in English-
speaking countries, it must be stated that German investigations are

primarily based on ad hoc lists of single, very detailed motives - whose
completeness may be doubted. This produces distortion in the interpre-

tation of the results of the standardized response sets. Here the more
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abstract motives (n-ach, n-independence, n-power, n-affiliation),
which are mentioned in Anglo-American investigations Ilke n-ach,

n-power and n-affiliation are largely neglected.

As opposed to the Anglo-American literature, scales in the
German literature of general psychology to measure the mentioned ab-

stract motives are not easy to handle. That means that the researcher
has to deal with considerable problems in getting them operational.

Therefore, it seems of special value to develop comprehensive,
standardized and easy to handle measurement tools, which lead to com-

parable results.

Actual Entrepreneurs

Concerning the actual entrepreneur, the perspectives of the

range of scientificaLly interesting attributes are considerably broad-

ened. Besides the already-listed dynamic attitudes for potential
entrepreneurs, negative and positive motives, the attributes of ability

and personality have to be considered along with the concept of.differ-

ential psychology. Also the origin and demographia of the entrepreneur

are of interest (in rhe strictest sense of elements of the environ-

ment). Furthermore, a lot of othervariables seem to be interesting
(e.g. the way the change into entrepreneurship was matte: smooth or

abrupt). They shall not be further systemized here (see figure 2).

As to the dynamic aspects, results similar to those of the
potential entrepreneurs have been found even though the amount of

data is not similarly big. Here the motive for independence is also
ranked before the motive for income. Within the negative motivations

the political development and the fiscal burden are most important. 8

Here too, as in the Gase of potential entrepreneurs, methodological

doubts towards these results have to be mentioned.

As to the feature " qualification " , there are little data avail-

able. Beyond that the data are relatively unspecified (education,

kind of activity in the branch). They are based on random samples,

which are hardly representative for the entrepreneur in the Federal

Republic of Germany. Results.from qualification tests as developed

by psychologists for many professional demands for dependent occupa-

tions are still not available for identifying entrepreneurial qualifi-

cations. There do not exist concrete data which would allow a survey

by means of general tests of achievement and which could be drawn
without any adaptation efforts out of general psychology.

Regarding general education, about 22% of entrepreneurs have
a master degree, scarcely 9% a college degree and 36% a high-school

degree 9 ; 59% of entrepreneurs have a complete professional education
l0 ,

83% of them were employees before starting 'heir own business and
ll 17%

experienced a smooth change to self-employnfnt 12 .

The statements compiled so far about the attributes of the entrepreneur ' s

personality are mostly of intuitive character and of s eculative nature;

you will find hardly any empirical data on that point.'
3
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Relatively concrete ideas, however, exist in regard to differ-
ent demographia. Random samples, comprising nearly 20,000 single

cases, provide a basis for statements about the age, sex and nation-
ality of entrepreneurs in the Federal Republic of Germany 14 .

The age of the entrepreneurs was found to be about 36 years;

this is an approximate value which corresponds with many international
research results (middle 30 ' s). lt is interesting that there are
no significant differences in age when regarding different branches.
Yet, the age of entrepreneurs (when starting a business) increases

from single proprietorship to partnership to incorporation 15 .

As to the sex, the share of males starting business firms
was 707. during the years 1973-1979; however, during the later years

a growing number of female entrepreneurs can be counted; a trend
which shows a certain development for the year 1979 16 . Female activi-
ties lie chiefly in domains which are related to their activities
as housewives (food, textiles, beauty), or to typical female domains

in dependent occupations (bureaus of typing and translation). The
share of female entrepreneurs in those areas is over 71%. The saure

is valid for restaurants and hotels, where their share of 44% is relatively
high. Female entrepreneurs prefer single proprietorship (30% versus 18%
partnership foundations)

17 .

Foreign entrepreneurs account for nearly 4% 18 . Preferred
branches are wholesale and restaurants (and similar enterprises).
lt can be assumed that the relatively high proportion (16%) of foreigners

in wholesale is due to the difficult conditions of starting retail
companies. It seems astonishing that foreign entrepreneurs comprise
nearly 7% of partnership foundations. 19

As Anglo-American studies. also show, it is of relative import-
ance in making the decision to start a business firm to grow up in
an environment of entrepreneurship, e.g. where the father is self-

employed. 20 This is not necessarily conditioned by the fact that
a firm has been inherited; it is true for self-employers too, who
started a new firm themselves.

Another important variable in the environment of the entrepre-
neur is the support by his wife, or her husband, and by his/her whole

family when starting a business. This support can be the help of
the partner or of a member of the family within the firm, or it can

be the financial assurance provided by another occupation of the spouse.
In abo-ut half of all cases of married entrepreneurs, it was stated
that the spouse was working for a different company 21 . It is surprising
that there was much less help from the members of the family in cases
where a firm was bought (61%) or taken over (77%), because for entre-
preneurs of newly started business firms the help would be of much
more importance. Apparently, the close social environment of founders
is not as influenced by the idea of self-employment as those entre-

preneurs who take over a business, and therefore the members are much
less ready to help

22 .
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In certain branches, the share of family members who help is
remarkably higher. For example, in retail firms which are run by
self-employed entrepreneurs it is about 89%. 23 Besides this promoting
influence of the family, the desire to provide for the future and,

therefore, a restrained ambition for independence, plays a role for
married people.

24

An aspect closely related to family life is the question of
working time versus leisure time for the entrepreneur. Data regard-
ing the entrepreneur are not available, but self-employed people, an

the average, count 66 hours per week as working time. 25 This means,
of course, that they can spend little time with their family. One
third of all self-employed people state that they have too little

free time for their families. 20 And it was shown that entrepreneurs who

started a venture often have fewer children than entrepreneurs who
took over a firm (3/4 have children).

27

Newly Founded Firms

In the following, some structure data of newly founded enter-
prises in the German Federal Republic shall be presented, and the

problems of newly founded business firms shall be explained.

Structure Data of Newly Founded Firms

There exists relatively extensive empirical material an different
structure data. It relates to only one Federal State (Nordrhein-

Westfalen) of the German Federal Republic; this is, however, the most
populated state. The basis of the data material are official regis-
trations of firms, which have to be done when a business is starting
up or ending. These data exclude the agricultural sector as well

as the free-lance part of seif-employed activities. On the other
hand the data contain the founding of subsidiaries (dependent founda-
tions) as well as the taking over of existing firms (derivative founda-

tions). Principally dependent "and derivative foundations can be filtered
out of the data. In the following data we omitted this because corres-

ponding percentages have not been available. Therefore; the following
statements refer to newly founded firms in a broader sense of the word.

28

The greatest share of all newly founded firms is retail, nearly

20%, followed by restaurants, nearly 16%. A relatively strong group is
the construction branch with about 10%, followed by the production

branch and finally the trade agents. The banking and insurance trade
have a share of about 5% whereas the wholesale has 3 to 4%. Overall,
the service business is dominant. Compared with construction and

production firms, 80% of all newly founded business firms are service
firms. 29

Regarding the legal forms of enterprises, it is obvious that

the overwhelming part (nearly 85%) are single proprietorships, almost
8% are partnership, and 7% are joint stock companies. There can be
seen, however, a growing trend towards partnership foundations, which
result probably from the desire for limitation of responsibility,
and also by the announcement of new aggravations for founding stock

corporations for the year 1981.
30
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About 90% of the investigated enterprises are foundations
which can be consdiered as independent economic units. The remaining

10% are foundations •of subsidiaries or dependent branches.
31

Two thirds of all newly-founded enterprises are foundations

in the stritt sense of newly founded firms, whereas approximately
307 represent the taking over of existingenterprises. Additionally,

there is a low percentage of relocations of enterprises (chapges of
legal form, for example a change from joint venture into a general

partnership).
32

Some other structure data shall be presented, but most of
them cannot be regarded as representative data. We have no concrete

numbers about the situation of turnover and returns of newly founded
business firms. An investigation of government-sponsored foundations

proved only that the development of turnover ard profit was classified
by 58% of the inquired entrepreneurs as "by and large satisfying". 33

An Austrian study shows that during the first three years; despite
a growing turnover, losses are noted. 34 Another investigation, in

which 90% of the registered enterprises existed not longer than five
years, proved that the entrepreneur disposes of a monthly net income
of about DM 2.200,--; this includes, however, other eventual occupation. 35

Such a figure is low, especially if you consider the already mentioned
high mean weekly working hours compared with the income of dependent

wo rk.

Regarding the size of newly started business firms, there
are various investigations. The size is usually determined by the
number of employees. One investigation states that at the time of
the enterprise foundation in about 70% of the Gases there are no

employees, 36 and in 18% only one person is employed. Two years after
the foundation of the enterprise the situation has changed as follows:
slightly less than 50% of the enterprises still do not have an employee,

approximately 20% have one employee, 15% have two, about 7% have three,
and 13% employ more than three people. 37 Another investigation shows

for a regional limited area for handicraft firms a mean size of 4.75
employees, in new firms at the time of formaticn. 38 Several other
investigations concentrate an the number of employees in newly founded
business firms, too; however, the time period since the foundation

is not homogeneous.

Another measurement of the size of an enterprise is the amount

of the necessary start-up capital. lt is under DM 100.000, in slightly
less than two thirds of newly founded business firms, as is shown by

a recent investigation. 39 Newly founded firms supported by the govern-
ment seem to have a considerable greater amount, namely DM 175.000, in

1979.
40

Considering the risk of insolvency, especially the amount
of the proprietor ' s own capital, borrowed capital is important. There
are several investigations of this subject. Two investigations show
that respectively 72% and 70% of the respondants have founded their
companies mainly with their own financial resources. 41 A recent in-
vestigation, which seems to be somewhat in conflict wth the former

ones, states an average of proprietor capital of 22%. Considering
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handicraft business43 , another investigation found out that one fourth
of the Sample of new founders and of Chose who have taken over a busi-

ness could do it without any borrowed capital. For example, painter

firms are founded with an especially high proportion of proprietor
capital whereas other branches of handicraft, especially hair stylists,

have a proportion of proprietor capital which is only slightly above 10%.

Along with considerations of the volume'of the start-up capital
is the question of financial support by the government and its usage
by newly founded firms. Here we must state that a surprisingly high
percentage, namely 90%, does not use any financial support fron the
government.

44

Other investigations confirm that most founders realize
their projects without financial support either from the government or
the banks. 45

The number of calls for support, however, grows with
higher start-up capital availability. Asking for reasons why the
founders have not called on governmental financial support the most

frequent answer given is that there was no demand. In second place,

the respondents answe- that they had no informaton about the program
and were unaware that this possibility existed. 44

Problems - Insolvencies - Consultations

In more than 10 empirical investigations, problems which arise
when founding a business are discussed. There is a variety of Informa-

tion on this subject, and a variety of approaches. Despite all this
variety, when persons 'cere asked for their judgement about perceived

problem areas, two aspects crystallized and could be observed throughout
different investigations.

First is the problem of financing. 47
This contrasts with

the above statements about the relatively high proportion of proprietor

capital and the overlooked possibilities of governmental financial support.
Besides - and some hiats were already given in this direction - the attract-

iveness of calls on government financial support is unknown since the
conditions of the distribution are such that the founder may prefer
other inconvenient alternatives.

Often the founders mention the tax burden and problems with the
Internal Revenue. 48 This makes clear that new ways to defer the fiscal
burdens for the new founder are of a great importance. The fiscal pro-

blem and the financing problems during the firmt years of foundation are
closely connected to each other, because the new proprietor's usually

scant capital is partly taken away through taxes.

Looking at the results of one investigation, one notices that,
among the many difficulties which arise while founding a new firm, the

problem of marketing, which proved to be the most striking economic
problem in this study, is ranked in fourth place after financial and

fiscal problems and legal regulations. 49 It is also surprising that
the kind of difficulties are not differentiated by the degree of edu-
cation of founders.

Important in the investigation of problems of newly founded

firms seems to be the question of insolvencies of young enterprises.
Investigations of insolvencies are, however, not without problems.

There are many reasons for this. First, it is relatively difficult
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to keep a logical and consistent level of analysis of the reasons for

insolvencies. The c.onsideration level can move between the formal

statement that there was no liquidity any longer and the statement
that the person of the founder is the cause for the insolvency, becausc

he is responsible for all:decisions and consequently for all misdevelop-
ments from the beginning on.

A second and more serious problem is that - it is not possible

logically to form conclusions about success and failure of startups
by looking at failed startups alone. Ideally a random sample of un-

successful firms should be compared to a random sample of successful
ones.

In this context it seems to be of interest to compare the reasons
for insolvency of younger and older enterprises. 50 Young enterprises
show a lack or incompleteness of knowledge of accounting, and cash flow

projections, a shortage of capital and inexperienced employees. While
the main problems of young enterprises lie in input factors, those

of older enterprises are marketing factors (competition pressures,
difficulties in liquidity).

A variety of problems and difficulties of newly founded firms

could certainly be avoided by qualified external consultation. On the
founder ' s attitude toward consultation as defined by the sources of

information he chooses, and similar questions, there are a lot of empiri-
cal investigations. One study notes that about 55% of the founders

call on a consultant before their foundation. 51 Credit institutes,
tax consultants for fiscal questions, and chambers of commerce serve

primarily as source of information. The contact of another self-employe•d
person seems to be of considerable importance. S2 Those who have a
higher education level rely far more on consultation. 53 The received
consultation is considered as satisfactory by 50%, and a further 40%

are partly satisfied.
54

Consultations with emphasis on foundation and ending a business,

by the way, comprise the largest category of business consultation
services in Nordrhein-Westfalen. They represent about 27% of the con-

sultations, even though newly founded companies represent, with 8%,
only a small part of all consulted companies.

55

With consultation is also linked the question of how extensive

the planning activities have been before founding the'enterprise.
Financial planning seems to be essential. Financial planning can be
assumed to have been done when loans and financie•_l support from the

government• are granted. But there are little emfirical data regarding
the planning activities of the founders. One of the few was an investi-
gation of handicraft businesses within a certain region. 56 In this
investigation a very high percentage, 56% of the founders, declared
that they had made no financing plan before the foundation. Asked

for the reason, they answered that it was just forgotten. Twenty per-
cent of the respondants thought that a financing plan was not necessarv.
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The Environment of the Founder-Persons and the Newly
Founded Business Firms

As an economic aspect, the number of enterprises is interesting

in this context. According to a statistic of the.DIHT, Deutscher

Industrie - und Handelstag (German Industry and Chamber of Commerce),
there exist about 1.6 million enterprises in the Federal Republic of
Germany. 57 The underlying term of enterprise corresponds with the

term of business registrations which was chosen in context with the

structure data mentioned under 2.2.1. These include, as already mentioned,
subsidiaries and dependent branches, i.e., dependent economic units.
For the Federal Republic of Germany, however, there are no statistics

on the total number of self-employed economic units nor the correspond-
ing numbers of increase or decrease of independent firms. Based on

an investigation of the business registrations in Nordrhein-Westfalen
for the years 1973-19'9, the total number of economic units can only
be estimated. 58 One can expect about 150.000 foundations of independent

enterprises per year in the Federal Republic of Germany. The number of

quits is actually nearly 144.000.

In this context, it seems important to mention that the deficit

of foundations, which appeared in the firmt half of the seventies,
has shifted to a certain surplus of foundations. lt must be noticed

that, for example, numbers of insolvencies are not alternative for
the changing rate of the number of independent enterprises because

these insolvencies present only a small part of quits. Mostly they
take place as still liquidations.

To the dimensions characterizing the economic environment of

newly founded firms belongs the amount of financial support given by
the government. For the year 1979, DM 624.4 millions were allocated
by the important ERP program of foundations. Within another program

which was started in the middle of the year 1979 and which was intended

to give Support in proprietor capital, DM28.8 millions were made avail-
able. Ninety-five percent of this amount were given to business found-

ers. S9 Besides these two important programs, there are many other

programs which can be called an by business founders, among others.
But this shall not be a consideration here.

For the entrepreneur there are not only economic dimensions

of considerable importance for the development of his activity and
its success. In addition, there are problems of acceptance by the

society, reflected especially in analyses of the image of entrepreneurs.
In this context, ideological discussions and the presentation of founders

and entrepreneurs by the mass media are equally important. Even if
many authors notice in general a more negative image nf entrepreneurs, 60

it seems just recently that the image of the entrepreneur has improved
and younger people especially are gaining a more posieive attitude

towards self-employment as an entrepreneur.
61

Besides, the general image of the business founder by single
relevant groups of his direct environment, as for example employees

of banks, official offices, clients, suppliers and potential employees,

is likewise important. Besides these, immediate environment, the atti-
tude in the private sphere, i.e. friends, acquaintances, the old
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colleagues, and finally the family, are of grcat importance. On this

subject, we do not know of any empirical investigations in the German-
speaking area. There exists only an investigation of one special group,

personal managers of middle-sized and big enterprises. This group
seems to be of importance, since everyone who is willing to found a

business firm has to examine carefully how far he has to tope wich
additional difficulties in case of failure when he wants to return

to dependent employment. We•can state that actually the personal manager
meets the former entrepreneur with considerable reservations even in

the case of a liquidation.
62

Some Special Questions: Innovative Foundations

Though in the field of innovation there is plentiful German
literature, there is little empirical research to the transition of

research on innovation to research on newly founded firms. The avail-
able investigations deal mainly with the catalysts of innovative founda-

tions of enterprises.
63

First of all, we must state that the number of innovative tech-
nologically based foundations (i.e. foundations with the purpose of
distributing new technologies) is verylow in the Federal Republic

of Germany compared with the United States. 64 For this reason, we

have to explore the factors which cause such foundations. In one study

the following environmental factors were investigated:
65

- systems of research and development in
the Federal Republic of Germany

- dispdsition and availability of capital

for risky enterprises

- systems of tax laws, society laws, and

patent laws

According to those factors, an attempt was made to satisfy

the approach of an empirical study by referring to international compara-

tive data.

Another -study presented as a central factor for such foundations

scientific-technical employees of research institutes who were regarded
as potential founders of innovative enterprises. 66 lt was proved that

this group - compared with potential founders of a more general kind -
showed much less desire for self-employment. Sc far as self-employment
is considered as an alternative to a professional career, a free-lance

activity is preferred to an entrepreneurial existente.

CONCLUSION

Summing up, we can state that much empirical research has been
undertaken in the last years, but only a very sa.all part has been done

within the science of business administration. A great part of the re-

search in this field has been left to the initiative of chambers of
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commerce and corporations; consequently, there is a much less system-
atic and comprehensive design of research activities. lt may be desir-

able for the future to enforce scientific research activities.

Some steps in this direction can be noticed. Especially, we

can point to panel-surveys, analysis of the Person of the founder,
the empirical validation of instrumental supportfor founders, empiri-
cally based analysis of the market, and finally the intensified dis

Gussion of the success factors of business foundations.



. SOURCE FOOTNOTES

1) Klaus Nathusius: /Venture Management/ P. 40 - 45

2) Norbert Szyperski; Klaus Nathusius: /Gründungsmotive!;
Arbeitskreis Selbständi

g
er Lebensmittel-Einzelhandel e.V.

(ed.): /Selbständigkeit/

3) Ernst Kamp; Werner Langen; Wilfried Naujoks:
/Probleme des Wechsels/

4) Institut für Demoskopie Allensbach (ed.): /Indikatoren/

5) Institut für Demoskopie Allensbach (ed.): /Indikatoren/
P. 22 - 24; Industrie- und Handelskammer Sie

g
en (ed.):

Existenzgründungsverhalten/ P. 8 - 9; Arbeitskreis Selb-
ständiger Lebensmittel-Einzelhandel e.V. (ed.): /Selb-
ständigkeit/ P. 6 - 12; Ernst Kamp; Werner Lan g

en;
Wilfried Naujoks: /Probleme des Wechsels/ P. 38 - 43,
P. 56 - 57; Norbert Szyperski; Klaus Nathusius:
/Gründu nTsmotive/ P. 303 . - 309; Karl Kürzin

g er; Arnulf
Röhrisch; Tatjana Strunckmann-Meister: /Hindernislauf/
P. 27

6) Norbert Szyperski; Heinz Klandt: /Mitarbeiter/ P. 92

7) For Example: Norbert Szyperski; Klaus Nathusius:
/Gründun

g
smotive/ P. 306 - 307; Ernst Kamp; Werner

Lan g en; Wilfried Naujoks: /Probleme des Wechsels/
P 38 - 41, P. 45 - 47

8) Norbert Szyperski; Klaus Nathusius: /Gründun
g
smotive/

P. 306, 308

9) Ernst Kamp; Reinhard Clemens; Werner Langen; Wilfried
Naujoks: /Probleme/ P. 8

10) Ernst Kamp; Reinhard Clemens; Werner Langen; Wilfried
Naujoks: /Probleme/ P. 8

11) Susanne Schinkel; Joachim Steiner: /Auswirkun g en! P. 46

12) Ernst Kamp ; Reinhard Clemens; Werner Lan ger.; Wilfried
Naujoks: /Probleme/ P. 27

13) Institut für Demoskopie-Allensbach (ed.): /Indikatcren/
P. 5, 7 - 11; Norbert Szyperski; Heinz Klandt: /Mit -

arbeiter/ P. 119 - 120

14) Norbert Szyperski; Günter Kirschbaum: /Unterneh-uncs-
fluktuation/; Heinz Klandt; Klaus Nathusius: /StrL'.ktur'
Norbert Szyperski; Heinz Klandt; Klaus Nathusius:
/Person/
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15) Norbert Szyperski; Günter Kirschbaum: /Unternehmungs-
fluktuation/ P. 85; Heinz Klandt; Klaus Nathusius:
/Struktur/ P. 97

16) Norbert Szyperski; Günter Krischbaum: /Unternehmungs-
fluktuation/ P. 100

17) Norbert Szyperski; Heinz Klandt; Klaus Nathusius:
/Person/ P. 5 - 8

18) Norbert Szyperski; Heinz Klandt; Klaus Nathusius:
/Person/ P. 13

19) Norbert Szyperski; Heinz Klandt; Klaus Nathusius:
/Person/ P. 14 - 15

20) Institut für Demoskopie Allensbach (ed.): /Indikatoren/
P. 19 - 21

21) Ernst Kamp; Reinhard Clemens; Werner Langen; Wilfried
Naujoks; /Probleme/ P. 29

22) Thuringia Versicherungs-Aktien Gesellschaft (ed.):
/Thuring ia-Studie/ P. 132 - 142'

23) Arbei.:.'i:kreis Selbständiger Lebensmittel-Einzelhandel e.V.
(ed.) /Selbständigkeit/ P. 3

24) Karl :ürzinger; Arnulf Röhrisch; Tatjana Strunckmann-
Me •: /Hindernislauf/ P. 6

25) Arb $kreis Selbständiger Lebensmittel-Einzelhandel e.V.
(e /Selbständigkeit/ P. 17

26) Thl. gia Versicherungs-Aktien Gesellschaft (ed.):
/T'. ngia-Studie/ P. 140

27) Th gia Versicherungs-Aktien Gesellschaft (ed.):
/T` ngia-Studie/ P. 141

28) He Klandt; Klaus Nathusius: /Struktur/ P. 115 - 151

29) He Klandt; Klaus Nathusius: /Struktur/ P. 117

30) He Klandt; Klaus Nathusius: /Struktur/ P. 143;
Nc ert Szyperski; Günter Kirschbaum: /Unternehnungs -

f: .:.tuation; P. 76

31) Heinz Klandt; Klaus Nathusius: /Struktur/ P. 147

32) Heinz Klandt; Klaus Nathusius: /Struktur/ P. 148 - 151

33) Susanne Schinkel; Joachim Steiner: /Auswirkun gen/ P. 51

34) F. Pastler; R. Fric: /Existenzgründungen/
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35) Ernst Kamp; Reinhard Clemens; Werner Langen;
Wilfried Naujoks: /Probleme/ P. 9

36) Industrie- und Handelkammer zu Koblenz (ed.):
/Existenzgründung/ P. 5

37) Industrie- und Handelkammer zu Koblenz (ed.):
/Existenzgründung/ P. 5

38) Günter Rühl; K.-D. König: /Schwachstellen/
P. 11

39) Gerhard Guder: /Eigenverantwortung/ P. 2

40) Lastenausgleichsbank (ed.): /30. Jahresbericht/
P. 22

41) Industrie- und Handelskammer zu Koblenz (ed.):
/Existenzgründung/ P. 9; Ernst Kamp; Reinhard
Clemens; Werner Langen; Wilfried Naujoks: /Probleme/
P. 33

42) Gerhard Guder: /Eigenverantwortung/ P. 2

43) Günter Rühl; K.-D. König: /Schwachstellen/ P. 30

44) Ernst Kamp; Reinhard Clemens; Werner Langen; Wilfried
Naujoks: /Probleme/ P. 41

45) Thuringia Versicherungs-Aktien Gesellschaft (ed.):
/Thuringia-Studie/ P. 33

46) Industrie- und Handelskammer Siegen (ed.): /Existenz-
gründungsverhalten/ P. 16

47) Günter Rühl; K.-D. König: /Schwachstellen/ P. 19 - 22;
Arbeitskreis Selbständiger Lebensmittel-Einzelhandel e.V.
(ed.): /Selbständigkeit/ P. 6, 13; Industrie- und Handels-
kammer Siegen (ed.): /Existenzgründun g sverhalten/ P 25 - 26:
Thuringia Versicherungs-Aktien Gesellschaft (ed.): /Thurin-
gia-Studie/ P. 35 - 37; Ernst Kamp; Reinhard Clemens;
Werner Langen; Wilfried Naujoks: /Probleme/ P. 23 - 24;
Industrie- und Handelskammer zu Koblenz (ed.): /Existenz-
gründung/ P. 8

48) Institut für Demoskopie Allensbach (ed.): /Indikatcren/
P. 24; Günter Rühl; K.-D. Köni g : /Schwachstellen/
P. 19 - 22, 28 - 29-; Industrie- und Handelskammer Sie g

en
(ed.): /Existenzgründungsverhalten/ P. 25 - 26; Industrie-
und Handelskammer zu Koblenz (ed.): /Existenz g ründung/
P. 23 - 24

49) Ernst Kamp ; Reinhard Clemens; Werner Lan g en; ccil'ried
Naujoks: /Probleme/ P. 23
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50) Klaus Natbusius; Joachim Schmidts: /Analyse/

51) Gerhard Guder: /Eige6veraotwortuoe/ P. 2

52) Ernst Kamp; Reinhard Clemens; Werner Langen;
Wilfried Naujoks: /Probleme/ P. 36 .

5]) Ernst Kamp; Reinhard Clemens; Werner Langen;
Wilfried Naujoks: /Probleme/ P. 37 - 38

54) Ernst Kamp/ Reinhard Clemens; Werner Langen;
Wilfried Naujoks: /Probleme/ P. 38 - 39

55) Landes-Gewerbeförderungsstelle des Nordrhein-Westf.
Handwerks (ed.): /Jahresbericht 1979/ P. 8, 11

56) Günter Rühl; K.-D. König: /Schwachstellen/ P. 22 - 35

57) Deutscher Industrie- und Handelstag (ed.): /Mut zur
Selbständigkeit/ P. 28

58) Norbert Szyperski; Günter Kirschbaum: /Unternehmungs-
fluktuation/ P. 117

59) Lastenausgleichsbank (ed.): /30. Jahresbericht/ P. 22

60) Kurt Biedenkopf: /3tatush Gottfried Deetjen:
/Industriellenprofile/ P. 41; Bruno Kalusche:
/Unternehmer-Image/ P. 26 - 28

61) Günter scbmöIders/Doteroebmer/ P. 73 - 74

62) Norbert Szyperski; Heinz Klandt: /Haltung/ P. 19 - 20

6]) Arthur D. Little LDT. (ed.): /New Tecbuology-Based
r1rms// Norbert Szyperski; Heinz Klandt: /Mitarbeiter/

64) Arthur D. Little LDT. (ed.): /New Technology-Based
Firms/ P. 25

65) Arthur D. Little LDT. (ed.): /New Technology-Based
Firms/ P. 23 - 25

66) Norbert Szyperski; Heinz Klandt: /Mitarbeiter/
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