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Abstract

This paper endeavours to measure the effect that human capital has on the decision taken by the
entrepreneur to pursue new venture creation either in a lone capacity or collaboratively. This study
applies a logit model to investigate the research relationships. The results show that three factors
(experience, social perception and extrinsic motivation) are relevant in the decision to initiate a new
venture either in a lone capacity or as part of a collaborative undertaking. The results indicate that
previous experience holds the greatest significance on the decision taken by entrepreneurs to ‘go it
alone’, with factors relating to social perception and extrinsic motivation chiefly predicting a decision
to work collaboratively. The findings of this study provide new insight and evidence with regard to the
factors that influence a key decision in the start-up process: that of continuing in a lone capacity, or

proceeding as part of an entrepreneurial team.
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Introduction

Significant numbers of studies into entrepreneurial endeavour over the years have considered
the entrepreneur as an individual, acting in a lone capacity (Lechler 2001). However, recent
research reflects an increasing interest in collaboration between an entrepreneurial team. An
increasing number of entrepreneurs decide to undertake business activities as part of a team
and to pursue complementarity in order to support and balance the risk and undertaking of
new business. Thus, an entrepreneurial team is defined as the group of people involved in the
creation and management of a new venture (Forbes et al. 2006).

Several studies have suggested that firms founded and managed by teams are on average more
successful than firms founded and managed by individuals (Lechler 2001; Vyakarnam and
Handelberg 2005; Kamm et al. 1990; Roure and Maidique 1986). Forming a new company as
a group serves to decrease the level of uncertainty, spread responsibility, minimise risk and
more effectively leverage support. In this context, literature on entrepreneurship has
confirmed the importance of the collaborative entrepreneurship phenomenon (Ribeiro-Soriano
and Urbano 2009).

Despite the benefits that working as part of a team brings (Zhou et al. 2015), many
entrepreneurs prefer to create a business through their own auspices and in the literature
related to this field there is a lack of discussion about why or which factors influence an
individual to start a project alone or work as part of an entrepreneurial team. A decision to
pursue entrepreneurial endeavour in a lone capacity does not indicate an inability to work as,
or contribute to a team, simply that the decision to retain control of company strategy and
operations rather than share ownerships and control. Thus, we ask, which factors influence the

decision making process?
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This paper will consider the impact that human capital has on the different choices made by
entrepreneurs towards initiating a new venture; lone venture or group endeavour. To achieve
this objective, the empirical analysis carried out consisted of a logit regression model, with
the entrepreneur’s decision as dependent variable. Following this introduction, the article is
structured in four sections. The first section sets out the theoretical framework that will be
utilised to analyse approaches towards the formation of an entrepreneurial team and the
influence of the entrepreneur’s human capital in the decision making process. The
methodology of the work is addressed in section three. Section four includes a demonstration
and discussion of the results obtained with logit regression models. Finally, the main

conclusions, future lines of research and implications are presented.

Theoretical framework

The decision to belong to a group: An application to an entrepreneurial team

Groups are formed in an effort to secure particular outcomes and objectives (Cartwright and
Zander 1968; Burn 2004; Ben-Hafaiedh-Dridi 2010). In so forming, a decision has been taken
that a group will more effectively and efficiently secure the targeted outcomes than an
individual working alone would. Or indeed a judgement had been made that particular
objectives may not be obtained without working in collaboration (Huici et al. 2011).
Entrepreneurial teams are more common than academic literature has historically suggested
(Lechler 2001; Chowdhury 2005). This increase in interest can be attributed to the growth in
collaborative start-up ventures. In the last two decades, a change of focus has resulted in less
attention in respect of the competencies of the individual entrepreneur and more emphasis on
the diversity of competencies demonstrated by the entrepreneurial team (Watson et al. 1995;

Frances and Sandberg 2000; Lechler 2001; Ensley et al. 2002; Higashide and Birley, 2002).
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A number of definitions relating to precisely what is meant when referring to an
‘entrepreneurial team’ can be found in the literature. To this end, Watson et al. (1995) posit
that in an entrepreneurial team individuals jointly initiate a business and are involved in its
joint operation. An entrepreneurial team has too been characterized as two or more
individuals with financial interest jointly launching, actively participating and developing a
business (Kamm et al. 1990; Watson et al. 1995; Cooney 2005; Chowdhury 2005).

The reasons behind the decision to pursue an entrepreneurial career with other people instead
of ‘going it alone’ can be very broad. The rational process model of team formation is based
on economic and pragmatic instrumental criteria that makes the selection a new member as an
issue of complementary skills or assets. In fact the main purpose of a team should be to meet
the needs and to obtain the lack of resources (Uchbasaran et al. 2003). Based on this
perspective, the decisions are taken with regard to the needs of the project and more
specifically to the provenance of those resources (Kamm and Nurick 1993).

In an entrepreneurial team, it is important that the entrepreneur is aware of both identify
resource capacity and resource need towards project feasibility. The decision making process
focuses on the identification of prospective team member(s) offering the best supply of
critical resources to the project (Forbes et al. 2006). During the ‘start-up’ phase of a business,
it is common that founders may not have direct access to the required resources. The rational
process model would suggest that the expectation is that resources will be secured from team
members or alternatively, from networks (Aldrich and Kim 2007).

From a financial point of view, individuals have an increased likelihood of securing initial
funding if they have a partner. In the first instance a partner brings additional initial capital of

their own towards the star-up entrepreneurial activity. This initial contribution can be
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monetary or alternatively it may take the form of an unpaid worker salary in the first months.
Moreover, entrepreneurial teams are more likely to attract capital investment (Timmons
1999). Usually, the complementary knowledge and competences are perceived as a symbol of
team strength and capacity to overcome the inevitable trials and tribulations related to new
ventures. Some financiers or even shareholders require a proactive team to support the
management of the firm in return for their financial backing (Tihula et al. 2009).

On the other hand, the potential entrepreneur may choose to seek specific competencies,
knowledge or skills that s/he does not have; technical, human or conceptual skills (Hambrick
et al. 1996). Assertions that teams that are made up of members possessing different skillsets
or complementary aptitudes, can positively influence the success of the team performance
and, as a consequence, achieve more effective results in respect of the new venture (Roure
and Maidique 1986; Utterback et al. 1988; Eisenhart and Schoonhoven 1990; Roberts 1991;
Friar and Meyer 2003; Vanaelst et al. 2006). Thus, the variety of experience and knowledge
that resides within a team can enrich the decision-making process and provide alternative
perspectives. All of which would not be possible if team members possessed the same or
similar profiles. Roberts (1991) suggests that one of the key factors for business success is the
formation of an entrepreneurial team where different, complementary skills are represented
thereby adding value to the new venture.

In the early years of the business, the lone entrepreneur must positively respond and tackle the
requirement for very different and varied resources. Thus, a variety of experience, knowledge
and expertise among team members provides a synergic effect, which can be applied to the

increasingly complex problems of firms (Eisenhart and Schoonhoven 1990).
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Human capital in new ventures: A possible negative effect on team formation propensity

While most previous studies have examined team composition, process and effectiveness
(Schjoedt and Kraus 2009; West 2007; Vanaelst et al. 2006; Forbes et al. 2006; Molleman and
Slomp 2006; Vyakarnam and Handelberg 2005; Rafferty and Tapsell 2001) they do not focus
on the reasons that influence an entrepreneur to enrol in group activity as opposed to starting a
company as an individual. It remains that a significant proportion of entrepreneurs take the
decision to initiate a new venture by ‘going it alone’. Based on the rational process model the
reasons involved in taking this decision are related to arriving at the conclusion that the skills
and complementarity of another are not required to achieve the desired objective. An
explanation relating to why potential entrepreneurs in general decide to form a group has been
posited, but what factors influence a potential entrepreneur to ‘go it alone’ or in a group?

Wood and Bandura (1989) argue that perceived self-efficacy refers to people’s beliefs in their
abilities to mobilize the motivation, cognitive resources, and courses of action needed to
exercise control over events in their lives. In the context on entrepreneurial activity,
entrepreneurial self-efficacy refers to the strength of an individual’s belief that he or she is
capable of successfully performing the roles and tasks of an entrepreneur (Boyd and Vozikis
1994; Scherer et al. 1989). Self-efficacy and perceived feasibility have all been measured by
responding to the question: How confident are you that you can perform the task? (Segal et al.
2005). To this end, if the entrepreneur is confident that they can perform in a lone capacity
and therefore the requirement and reliance upon others in an unnecessary inconvenience and

therefore negates the need to work with others in a team approach. A crucial aspect of this
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involves the reflection of which characteristics/factors influence a superior feeling of self-
efficacy.

Human capital is consistently recognised as being an organisation’s most significant,
intangible resource (Johanson 2005; Marr and Roos 2005) by playing a fundamental role in
the new knowledge-based economy (Becker et al. 2001; Edvinsson and Malone 1997; Sveiby
2000). The technological advances experienced both by firms and society in general have
meant that the required worker profile is increasingly one with competencies, attitudes and
intellectual agility that permit critical and systematic thinking within the changing and
uncertain environment that he/she must confront (Bontis 2002). Therefore, human capital is
considered the potential source of innovation and generation of ideas for the firm, thus
providing added value of unquestionable importance (Viedma Marti 2001; Bontis 1998).
Consequently, the lack of adequate human capital may have a negative effect on other
activities that create value for the firm (Edvinsson and Malone 1997). The very nature of new
ventures means that a fundamental part of this human capital lies with the entrepreneur or
within the entrepreneurial team. Studies on the important role that human capital plays
towards securing team success has focused on aspects such as: the level of knowledge, social
competences, motivation or commitment of the team members (Vyakarnam and Handelberg
2005). In the following we presented different components of entrepreneur’s human capital
and how it can influence the decision to create the company by their own based on the
rational process model.

Entrepreneur’s previous knowledge. The entrepreneur’s knowledge plays a key role in the
first years of company life. To this end, knowledge acquired through professional activities

carried out prior to creating the company is the most used indicator for measuring this asset
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(Stuart and Abetti 1990; Storey 1994; Bosma et al. 2004; Rauch et al. 2005). Miller et al.
(1999) believe that related experience is the most useful indicator for measuring both human
and intellectual capital. The experience of the entrepreneur has been considered one of the
most important sources of knowledge and a determining factor in the success and growth of
newly-created ventures (Basu and Goswami 1999).
Level and engagement in formal education represents another source of knowledge
acquisition that has received attention in the literature surrounding entrepreneurship. Some
argue that level of education is the basis for intellectual development, supporting the company
enormously, providing the entrepreneur with higher levels of self-confidence in establishing a
relationship with stakeholders or financing entities (Vesper 1990; Briderl et al. 1992; Storey
1994; Van Praag and Cramer 2001; Watson et al. 2003).
Thus in completing a higher level of education and acquiring a certain degree of experience in
the sector it is more likely that the potential entrepreneur will perceive themselves as
possessing the necessary skills and competences for initiating and running a business.
Based on this assumption we present the following hypothesis:
HI1 The entrepreneur’s knowledge is positively related to entrepreneurial lone decision
Hla The higher entrepreneur’s experience the higher probability to create the
company alone
HIb  The higher entrepreneur’s level of education the higher probability to
create the company alone
Entrepreneur’s social competences. These can be deemed intangible assets that are not
intellectual or “right-brain” oriented and as such often tend to be neglected even though they

may be equally as important to the organisation’s future: we are referring to social
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competences (Andriessen 2004). Social skills do appear to be important for entrepreneurial
success, as they are generally necessary for an entrepreneur to convince others to invest in or
buy a product or service (Decker et al. 2012; Baron and Markman 2003; Zhao and Seibert
2006). Two of these social competences, namely social perception and adaptation, have
received empirical support in so far as the value they contribute to the firm in the initial stage
of its life support the achievement of higher revenues and profits in the future (Baron and
Markman 2003).

It is these social capacities that permit the entrepreneur to interact with and engage in the
cultivation of relationships with those with whom they are unfamiliar, and so display an
aptitude for social adaptability as well as the ability to perceive the characteristics, intentions
and motives of the other person (Baron and Markman 2003). A high level of competency is
key for establishing core business relationships and vital for conducting effective negotiations
with stakeholders. Baron and Markman (2003) found that entrepreneurs’ social adaptability
and accuracy in perceiving others was positively related to financial success.

Entrepreneurs may not initially possess the knowledge and competences that can lead to new
venture success (Chandler and Lyon 2009). Potential entrepreneurs understand that personal
networks can provide them with key resources in the form of information about the market,
new opportunities, problem solving and/or even access to financial resources (Hoang and
Antoncic 2003; Nicolaou and Birley 2003; Shane and Stuart 2002; Walter et al. 2006). Some
authors assume that social relationships are established through seeking any type of
complementarity (Smith and Ruiz 2007). Based on the rational approach that indicates that

individuals look for complementarity of competencies when forming a group, those potential
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entrepreneurs with a higher degree of social competencies, will have the feeling of self-
efficacy of make one important task for entrepreneur, which is networking (Birley 1984).
Based on this assumption we present the following hypothesis:
H2 The entrepreneur’s social competences are positively related to his entrepreneurial
lone decision

H2a The higher entrepreneur’s social adaptability the higher probability to

create the company alone

H2b _ The higher entrepreneur’s social perception the higher probability to

create the company alone
Entrepreneur’s extrinsic motivation. The motive that drives the founder to develop his
business project can either produce added value for the firm or have a negative effect on it.
Various authors have studied the influence of entrepreneurs’ motivations on the subsequent
organisational processes (Gatewood et al. 1995; Van Praag 2003; Van Praag and Cramer
2001; Pefia 2002; Collins-Dodd et al. 2004). Most of the aforementioned draw the conclusion
that the owner most successful are driven by intrinsic motivation. This could take the form
of: the transformation from innovatory idea to practical solution, or by the need to be his/her
own boss, feeling that they are more likely to create a business that will have greater chances
of personal success as opposed to embarking on what they perceive as the far more difficult
task of finding a job. On the other hand, we find the extrinsic motivation, we meant
individuals that are pushed into entrepreneurship by negative external forces, such as job
dissatisfaction, difficulty finding employment, insufficient salary, or inflexible work schedule

(Gilad and Levine 1986).
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Previous studies have demonstrated that unemployment has a detrimental influence on the
self-efficacy (Aviram 2006; Zenger et al. 2013). Creating a company with a very high
extrinsic motivation related with the impossibility to find a job can imply a lower perception
of self-efficacy and can serve to motivate the future entrepreneur to acquire support in an
effort to share the uncertainty of the entrepreneurial project.

Based on this assumption we present the last of the hypothesis:

H3_ The higher the entrepreneur’s extrinsic motivation, the lower the probability to create
the company alone

In the following Figure 1 all the hypothesis are summarized:

Figure 1. Relationship between entrepreneur’s human capital and the propensity to create the

company alone

____________________________________________

Entrepreneur’s Human Capital
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1 1
1 1
1 1
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Online ISSN: 2385-7137 COPE Committee on Publication Ethics
http://revistes.ub.edu/index.php/JESB Creative Commons License 4.0 COMMOnSs

213


http://revistes.ub.edu/index.php/JESB

Journal of Evolutionary Studies in Business R3¢

Volume 2, Number 1, 203-231, January-June 2017 doi: 10.1344/jesb2017.1.j027

Methodology

Characteristics of the sample

In order to verify the hypotheses that related the entrepreneur’s human capital to the decision
towards initiating a team project, we collated primary data by means of a questionnaire. For
eligible inclusion in the study, the firm in question must have been undertaking a new
activity, that is, a company that has simply changed its legal form or ownership has not been
included in the population of this study. The final sample consist of: (1) 45 lone
entrepreneurs; (2) 44 teams of two entrepreneurs and (3) 41 teams of more than two
entrepreneurs. The questionnaires were all completed by the company owner who, in
addition, participated actively in the daily activity of the firm and was, preferably, the person
with overall responsibility. If after the first contact the questionnaire was found to have been
completed by one of the firm’s employees, it was immediately discarded. Furthermore, all the
firms were funded in Spain and have between 3 and 42 months.

Variables

Dependent variable

The dependent variable was based on the decision to start a company alone or as a consortium
(two or more partners). The variable was measured as a dicotomic variable coded O if the
company was created by a lone entrepreneur and 1 if the company was initiated by an
entrepreneurial group. To distinguish between both categories we established a definition in
respect to the term entrepreneurial group. Thus, a company was considered an entrepreneurial
group venture when two or more people were involved in the creation of the company and

reflected both of the following characteristics: (1) had invested any money in company
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capital, (2) was involved in the day to day activity of the company, either in a part-time or
full-time capacity.

Moreover the possible differences in group decisions were analysed, (with two people (N=
44) and more than two people (N= 41)). However the two groups were homogeneous
regarding the factors under analysis and no perceptible differences were found in the
variables.

Independent variables

Entrepreneur’s previous knowledge: The entrepreneur’s experience was measured using
number of years’ experience in the sector as the indicator (Sandberg and Hofer 1987,
Duchesneau and Gartner 1990; Chandler and Jansen 1992; Van Praag 2003). In order to
measure knowledge levels, we ascertained the level of study that had been acquired through
formal education (e.g., compulsory studies, university studies, etc.). It was used a
classification of seven items with all the possible level of studies, from primary education
until postgraduate studies (Van Praag and Cramer 2001; Collins-Dodd et al. 2004). The
respondents were asked to mark the highest level of education attained. All the entrepreneurs
completed primary and secondary level studies and so these categories were joined. Thus, the
final three categories of this variable are: undergraduate education, university education, post
graduate education.

Entrepreneur’s social competence. This variable was measured following the research of
Baron and Markman (2003) who confirmed validity of the scale. Because of issues
surrounding lack of precision and possible deviations with regard to self-reporting, Baron and
Markman interviewed those close to the entrepreneurs in connection with the social

competences of their associate. The findings confirmed that self-reporting was, on the whole,
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accurate when measuring the self-evaluation and reviews of entrepreneurs, against the
responses provided by others. Thus we used a total of six items to assess the social perception
and adaptability of the entrepreneur. The measurements of social perception captures issues
like the level of the individual's ability to know how others feel in certain situations, when is
the right time to ask someone a favour or the capacity to sufficiently know a person after
conversing once or twice. With respect to social adaptability, the proposed items are related to
the degree of sensitivity and understanding of the respondent and their capacity to
communicate with strangers and talk to them on a range of issues.

Entrepreneur extrinsic motivation: Extrinsic motivation leading to company creation was
studied by proposing options that the entrepreneur had to evaluate on a 7-point Likert scale
according to the level of agreement with the following: “I created my company basically
because I was not able to find a job” (Roberts 1989; Gimeno et al. 1997; Watson et al. 1998;
Pefia 2002). Because of the entrepreneur’s could feel that they have different motivation, this
variable was measured as a scale. A range of responses were proposed with the entrepreneurs

identifying and marking the grade that best corresponded to their perceptions.

Control variables

Finally, we analysed a series of control variables that could impact on the dependent variable
and have an overall effect on the final results. These variables were: (i) the first company
created by the entrepreneur (ii) the age of the entrepreneurs, and finally, (iii) the gender of the
entrepreneur.

The majority of these variables present significant differences between those who approach a
new enterprise as a group and those working (see Table 1). For example, a greater proportion

of males had decided to create the company on their own. Differences were also significant
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when we compare the level of experience, extrinsic motivation and social perception of both
groups. No significant difference was evident between both groups with regard to age
distribution or level of education.

Table 1. Comparison between entrepreneurial group decisions

Individual decision Group decision X2/t
(N=45) (N=85) (p-value)
EXPERIENCE 4311 3.023 3.271
' ' (0.001)
EDUCATION
No university education 37.3% 62.7% 2.897
University education 25.5% 74.5% (.235)
Postgraduate univ. education 46.7% 53.3%
-3.478
EXTRINS. MOTIVATION 1.444 2.741 (0.001)
SOCIAL PERCEPTION + -.3130 1021 (2622567)
SOCIAL ADAPTABILITY + 0450 0238 ('%)
PREVIOUS COMPANY
Yes 36.6% 63.4% 101
No 33.7% 66.3% (0.751)
GENDER
Male 39.0% 61.0% 4.739
Female 16.0% 84.0% (0.029)
39.000 38.50 -0.305
AGE (In months) (0.761)

Notes: With the continuous variables we made t-test for the significance of the difference between the means of
two independent samples. The rest of the differences are indicated using chi-square tests. Sample observations
are not weighted.

+ Variables extracted from the factor analysis

Results

Before analysing the relations between the variables, we first examined the reliability of the
scale used to measure the entrepreneur’s social competence. For this we used Cronbach’s
alpha coefficient for determining the internal consistency of a scale, analysing the mean
correlation of a variable with all the other variables from which the scale was built. Thus, we

see that the scales show an acceptable level of consistency, with values upper that 0.7.
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Table 2. Analysis of the reliability of the entrepreneur’s social ability

. Reliability .
Variables (Cronbach’s Alpha) Mean Standard Deviation
Social perception 0.719 511 1.69
Social adaptation 0.712 5.96 1.14

Table 3 shows the inter-factor correlation matrix used to evaluate the significance level of the
existing relationships. There are significant and positive correlations between the
entrepreneur’s experience and being male and the age, and negative relationship with the
extrinsic motivation. Moreover, there is a positive correlation between having a previous
company, the entrepreneur’s age and being a male, and between age and gender. A series of
tests revealed the non-presence of multicollinearity and in table 3 we can see that none of the
correlations are superior to 0.4.

Table 3. Correlation matrix

1 2 3 4 5 6 7 8

1 EXPERIENCE 1.000
2 EDUCATION -.069 1.000

EXTRINSIC
3 - * . .

MOTIVAT 224 053 1.000
4  SOCIAL PERCEP 124 133 105 1.000
5 SOCIAL ADAPTAB -.013 179* -.043 -.011 1.000

PREVIOUS
6 . - - - . .

COMPANY 138 103 129 028 118 1.000
7 GENDER .219* -.141 -211%* 077 .021 .257** 1.000
8 AGE 323**  -.025 -115 -.051 -.052 315**  247**  1.000

Notes: Spearman rank correlation (1-tailed significance); ** Correlation is significant at the 0.01 level (1-tailed),
* significant at the 0.05 level (1-tailed). Sample observations are not weighted.

Because the dependent variables were binary choice variables, logistic regressions were used
to test the hypotheses. Reference cell coding was applied to the categorical variables as
follows: (i) for the education variable, non-university study was used as the reference group;
(i) for previous company, not having a previous company served as the reference group; and

(iii) for gender, female was the reference.
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A potential limitation to logit analysis is multicollinearity, which can occur when there is
strong linear dependence among the independent variables (Hosmer and Lemeshow 2000).
Multicollinearity is manifested by extraordinarily large estimated standard errors (and
sometimes by large estimated coefficients), which can result in a lack of statistical
significance of independent variables, even though the overall model can be strongly
significant. As shown in Table 3, the model coefficients and standard errors in the present
data were not extraordinary large, which suggests that multicollinearity was not a problem in
this case.

Table 4 shows the results of the goodness of fit of the models (using the likelihood ratio test,
Pearson chi-square, and the Hosmer-Lemeshow test) and test of variance using the
Nagelkerke-statistic (pseudo R?). The Pearson chi-square tests demonstrated that the models
were globally significant, and the p-value of the Hosmer and Lemeshow tests (greater than the
significance level of 5%) indicated that the models fitted quite well.

To test Hypotheses, the model presented in table 4 logistic regressions were undertaken, with
‘THE DECISION TO INITIATE THE COMPANY AS A GROUP OR AS AN INDIVIDUAL’
as the dependent wvariable and entrepreneur’s ‘KNOWLEDGE’, ‘EXTRINSIC
MOTIVATION’ ‘SOCIAL COMPETENCES’ as the independent variables, and the variables
‘AGE’, ‘GENDER’, and ‘PREVIOUS COMPANIES as control variables.

Table 4 shows the results of testing the hypotheses. In the sample analysed, if the
entrepreneur had previous experience in the sector significantly decreased the likelihood of
deciding to create the company with other people. In other words, if an individual has

knowledge within the sector, their preferred choice is to start a company on their own.
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Table 4. Results of logistic regression for individual vs groups decision to create the company

B Std. Err. Sig. OR

EXPERIENCE -.327 114 .004** 721
EDUCATION

No university education .309

University education .801 .697 .250 2.228

Postgraduate univ. education 1.181 770 125 3.258
EXTRINS. MOTIVATION 327 151 .026* 721
SOCIAL PERCEPTION 575 234 .014* 1.776
SOCIAL ADAPTABILITY 121 228 595 1.129
PREVIOUS COMPANY

Yes -.428 518 408 .652
GENDER

Male .825 .660 211 2.282
AGE .025 .030 391 1.026
Constant -.369 1.335 782 .692
N 130
Hosmer and Lemeshow test 6.947 (0.542)
Chi Square 32.651 (0.000)
Pseudo R? (Nagelkerke) 0.319
-2 Log likelihood 126.935
Percentage predicted correctly 77.6

However, there is not a significant relationship between the level of study attained and the
decision to engage in entrepreneurial activity as a group. Hypothesis H1 was thus partially
supported. It would seem that knowledge acquired through previous experience (H1a), as
opposed to knowledge acquired through education (H1b), has a greater impact on deciding
whether or not to pursue a collaborative new venture.

These results confirm the significance of the role played by experience in the first years of
company life. In this case, this experience can have a direct impact on the entrepreneur’s
perception of their own capacity. Thus the previous experience in the same sector can make
the entrepreneur to know the future customers, market opportunities and resource needs. This
fact can positively influence self-confidence and therefore indicates this group of

entrepreneurs are more prone to lone company creation. Regarding level of education, the
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results are inconclusive regarding having a direct impact in the very early stage of company
life. Thus, despite level of formal education, the potential entrepreneur does not feel so ready
or confident to address a new and uncertain endeavour.

Regarding hypothesis 2, we can find significant differences in the entrepreneur’s social
perception (H2b) between two groups but not in the social adaptability (H2a). Thus social
competences only partially affect the probability of creating a company as a group venture.
The entrepreneurs that decide to collaborate in order to create a company have a higher social
perception and have the ability to perceive the most appropriate opportunity to talk with
someone or to elicit goodwill. These results are contrary to the theoretical arguments for
supporting hypothesis 2. Thus the results do not support that a positive self-evaluation and
confidence relating to their effectiveness for the possibility of obtaining the resources they
require from contacts and different networks make that the entrepreneur prefer to create the
company alone, but it creates the opposite effect. In the following section, these results are
discussed according to the literature.

These differences were not observed in the entrepreneur’s social adaptability measurement,
understood by the entrepreneur’s capacity to adapt to new situation and people. The ability to
be with new people in new situations can favour a tendency to work as part of a team and feel
comfortable in this situation, explaining why a negative effect was not found in the decision
to create an entrepreneurial team. This social competence can be hiding an internal preference
to work in team. Thus hypothesis two is only partially accepted.

Finally, table 3 shows the empirical support for hypothesis 3. The results demonstrate that for
this sample the entrepreneurs who decided to create a company with at least one other person

is more likely to be extrinsically motivated towards creating a business.
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Discussion of the results and conclusions

In the field of entrepreneurship it is very common to forget alternative theoretical frameworks
when the results are not as one would have expected (Zahra 2007). The application of some
theories often lack rigor and creativity, producing obvious or inconclusive results. For this
reason it is very important to discuss the results critical analyzing the assumption of the
theory in order to understand how other theoretical approaches can help to understand the
phenomenon understudy (Zahra 2007). Johannisson et al. (2007) emphasized the value of
analyzing a unique phenomenon from different theoretical perspectives. This exercise permits
a depth of exploration of a phenomenon that supports the academic community to understand
application and impact.

In this case, the theory of rational approach does not support the results of the second
hypothesis that argued that the entreprencur’s social competences are positively related to his
entrepreneurial lone decision. To this end, we utilise an alternative theoretical approach that
attempts to explain the reason for group formation from a social psychological approach. This
approach emphasises the interpersonal fit between team members and the need for a smoothly
functioning group process (Forbes et al., 2006; Aldrich and Kim, 2007). Indeed, motivation
for social contact is a central influence on human behaviour (Baumeister & Leary, 1995; Hill,
1987). The results of our study reflect that individuals with higher social perception prefer to
form a company adopting a group approach. These individuals have the ability to know how
others feel in certain situations or they believe they have the capacity to sufficiently know a
person after conversing once or twice. This demonstrates the reflective approach of someone
aware of the importance of the social contacts and of all the benefits that this involves. Decker

et al. (2012) found a positive association between entrepreneurial careers and the need for
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positive stimulation from other persons. Therefore, persons with entrepreneurial interests
enjoy interacting with other people, but are not, it would appear, emotionally dependent upon
them.

Moreover, the entrepreneurs’ skills of understanding others and empathic recognition can
indicate an understanding of the benefits of collaborate working brings and reduces the
negative perceived effects towards that of building a team. Thus social competences have
been demonstrated to be important for making an entrepreneurial group more likely to
experience success (Ensley et al. 2002). These individuals can be looking for more a social
regards that the rational process model can not explained, we meant positive affect, attention
or reduction of negative affect through social contact.

On the other hand, sector experiences instil confidence and support the capacity to pursue
company creation as a lone project. Those possessing greater sector experience have had time
to learn about demand, customers, the innovative process and the environmental factors that
influence his business activity. Entrepreneurship literature has extensively demonstrated the
importance of the entrepreneur’s prior experience, particularly sector experience, towards
succeeding in a new venture (Briderl et al. 1992; Lerner and Almor 2002; Van Praag 2003;
Bosma et al. 2004). This experience supports key skills and core knowledge development,
particularly in regard to: securing access to required resources through networks,
understanding and analysing customer preferences or systems of production. Moreover,
experience can support a perception of confidence and decrease the uncertainty of the first
years in a new venture. To this end, different authors adopting a psychological approach have
suggested that knowledge reduces feelings of uncertainty. This notion may be applied to the

uncertainty and risk surrounding entrepreneurial activity (Janney and Dess 2006).
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Regarding motivation, the external pressure of, for instance, being unemployed and unable to
find a job can influence an entrepreneur’s self-perception and competency in different ways.
On the one hand being unsuccessful at gaining employment has a negative impact on
confidence levels, makes them less secure in their own ability to pursue business start-up in a
lone capacity. The need for support and the notion that they don’t possess certain
competencies that others could provide increases the likelihood of collaborative company
creation. On the other hand, they face a higher level of uncertainty, are less confident is their
ability to achieve positive outcomes and are initially, less confident in the likelihood of
securing an income from the business. A higher level of pressure is experienced in
combatting the negativity and securing an income. This battle with self-confidence and the
necessity to achieve an income makes it more likely to seek out others to work with in order
to increase the probability of success and to share the uncertainty of the first years’ of
company life.

This study has investigated the differences between lone and group entrepreneurs in regard to
human capital thereby contributing to how and why the different paths are pursued. The main
conclusions of the empirical analysis demonstrate that certain entrepreneur’s human capital
variables (previous experience, social competence and extrinsic motivation) are related to the
decision to create a company as a lone venture or collaboratively as part of a group.

The results of this research have several implications. From an academic point of view
contribute to the knowledge of the entrepreneurial team formation phenomenon. The research
of this topic is still scares if we compare with the research focus on individual entrepreneur.
To understand why entrepreneurs decide to act as a team can helps consultants and

institutions when they try to create teams ad hoc to exploit business opportunities.
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Although the findings of this study are significant, some limitations are acknowledged. The
sample is comprised by 85 entrepreneurial teams and 45 lone entrepreneurs. A larger and
more diverse sample will help to enrich the results. Moreover, future researches could include
teams from different countries and cultures, to compare the cultural values in the propensity
to work individually or in team. This study has been pioneering in identifying individual
human factors that can influence the higher propensity to create a company alone or as a
group however the results that not goes deeper to other factors that can be influencing this
decision like the entrepreneur’s environment or his perception about teamwork. Moreover,
this study lays the foundations upon which further research on the important role that
entrepreneurs’ characteristics and background can play in entrepreneurship and the impact it
has on the decision making process: lone enterprise or group venture?

Future research could extend the study’s approach to the investigation of self- efficacy, using
it for measuring the possible mediating effect between human capital variables and the
entrepreneurial group decision. Also, while the objective of this study is to measure the lone
propensity decision, it would be of interest to investigate the performance as the last

dependent variable in the model.
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