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CHAPTER 1 

ORC 1.1: How entrepreneurial do you think you are? 

Complete the questionnaires provided, or complete one that has been 
recommended by your tutor.  Now obtain the results of the assessment and use 
them as the basis for discussion.  Note: many of these self-assessment sites are 
based in North America –you may find similar tests conducted in other parts of the 
world. 

 

Canadian Foundation for Economic Education (Canada) 

http://www.mvp.cfee.org/en/selfassessskills.html 

Buzmove (United Sates) 

http://www.bizmove.com/other/quiz.htm 

Georgia State University (United Sates) 

http://www2.gsu.edu/~wwwsbp/entrepre.htm  

Nashville Entrepreneur Center (United Sates) 

http://entrepreneurcenter.com/resources/step/self-assessment/ 

 

Discussion questions: do the findings reflect your own assessment of your 
entrepreneurial abilities and / or potential, and that of your friends and family? Do 
you think you can increase your capacity to act entrepreneurially by studying the 
subject in this way? Did these results affect your view? 

 

 

 

 

 

 

 

 

 

http://www.mvp.cfee.org/en/selfassessskills.html
http://www.bizmove.com/other/quiz.htm
http://www2.gsu.edu/~wwwsbp/entrepre.htm
http://entrepreneurcenter.com/resources/step/self-assessment/
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CHAPTER 5 

ORC 5.1: Social enterprises: a different language 

There is evidence that many social enterprises also engage in entrepreneurial 
marketing, though the people involved may not use this kind of language to describe 
their approach.  Shaw (2004) interviewed people who had either founded a social 
enterprise, or were acting in a leadership role.  She identified four emerging themes 
related to entrepreneurial marketing, with strong parallels to what is required in any 
kind of entrepreneurial venture.  Though many of the people interviewed would not 
use the language of entrepreneurship and markets, their overall approach was 
similar, both in terms of the techniques adopted and the way that they thought 
about the communities that they served: 

 Opportunity recognition: The driving force for founding most social enterprises 
was where someone recognised a gap in service provision or an unmet social 
need.  As one housing project manager put it, ‘I look at opportunities and see 
how to take them forward and go on gut feeling.  I just go for it.  I want to see 
the change for myself and where I live, it can be frustrating to see what happens 
where you live.’ (ibid.: 199) 

 Entrepreneurial effort: This theme was previously identified by Carson et al. 
(1995) in a commercial context.  The interview evidence identified several 
individual-level issues related to this theme, including: focus, determination, 
leadership, passion and vision.  For example, the founder of a recycling initiative 
described herself in these terms: ‘I am always enthusiastic, always reliable. I 
think round corners ... there is always a solution and I am passionate and believe 
the world can be improved.’ (ibid.: 2000)   

 Entrepreneurial organizational culture:  As with any new venture, it is essential 
that entrepreneurial capabilities are encouraged, extending beyond the original 
founder(s) to become integral to the culture and practice of the organization.  
Shaw found that almost three-quarters of her respondents used the words 
‘open’ and ‘creative’ to describe the culture of their social enterprises.  When 
asked to expand on their reasons for choosing these words, typical comments 
included: ‘Very creative, it is a very positive environment, where people listen to 
your ideas. I don’t think I have ever heard the word “no” being used.’ (ibid.: 200) 

 Networks and networking:  Social enterprises used networks in similar ways to 
other kinds of organization, such as: acquiring market and customer information, 
identifying opportunities and providing introductions to funding sources.  For 
community-based enterprises, relationships were often based on the personal 
contact networks of founders, managers and volunteers; these networks also 
helped the social enterprise to secure legitimacy.  For example, a housing 
manager noted that, ‘As a local person living in the area, I bring credibility, 
experience of dealing with people, links with partners and knowledge of 
founders.’ (ibid.: 201) 

 



Blundel and Lockett, Exploring Entrepreneurship (OUP, 2010)  
Online Resource Centre – additional study materials 
 

 

 

 H i g h e r   E d u c a t i o n
© Oxford University Press, 2010. All rights reserved. 

Page | 4  

ORC 5.2: Understanding your market - additional examples 

The key challenges in understanding your market include a lack of resources and, in 
the case in innovation-led ventures, new and largely unknown markets.  

 Establishing market size and potential: Calculating the size of a market can be 
difficult, but it is usually possible to get some idea of its scale, and of recent 
market trends.  One approach is to assemble relevant secondary data sources, 
and use it as the basis for your own calculations.  For example, to obtain current 
information on the number of customers in a particular market, you can use 
research survey reports and datasets produced by commercial providers (e.g. 
Experian, Mintel, Dun and Bradstreet).  Official statistics can also be a useful 
source of information on social, industrial and economic trends (e.g. population 
movements, changes in consumption patterns); these public datasets are often 
freely-available on the websites of the relevant government agencies.  You can 
also make use of your own experiences and observations (e.g. spending time 
experiencing the product or service you are intending to provide), and in talking 
informally to people involved in the market.  For example, potential customers 
might be prepared to give an indication of the value of their purchases without 
releasing sensitive or confidential pricing information. It is also important to 
consider how the market is changing over time: has it grown?; is demand likely 
to flatten off or decline in the next few years?  Again, this can be established 
through a combination of formal and more informal methods.  The market 
forecasts may later prove to be incorrect.  Despite this, they remain important 
because they can influence potential investors and others to support the 
venture. Some markets are intrinsically more attractive than others. They might 
be larger, faster growing, have greater potential or be more robust to changes in 
external conditions (e.g. recessions, changes in fashion or technology).  Against 
this, markets with more opportunities are also likely to attract stronger 
competition. Entrepreneurs face a therefore a difficult trade-off between 
entering a new growth market and waiting until it has developed and become 
more stable. For example, during the early 2000s the IT industry became 
convinced that a market was emerging in ‘hosted’ software applications for 
smaller organizations, provided via an Internet. A new generation of application 
service providers (ASPs) emerged to meet this anticipated demand and gain ‘first 
mover’ advantage (see Case 2.4). The new market did not emerge at the levels 
predicted, but many larger organizations adopted the new services, and the 
market has since developed into ‘Cloud Computing’ (Economist 2009).  
*Reference: Economist (2009) ‘Cloud computing and the tech giants’, The 
Economist 15 October 2009]. 
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 Competitors and partners: There are a wide variety of techniques for analysing 
industry competitors.  These range from the more strategic, such as Michael 
Porter’s well-known ‘Five Forces’ model (Porter 1985), which provides a high-
level overview, to much more detailed analysis of the product offerings of 
potential rivals.  For the more detailed analysis, you may be drawing on local 
sources, such as telephone directories and published sets of accounts.  As we 
saw with markets, there is also considerable scope for more conducting informal 
research.  For example, attending a trade show can be one of the quickest and 
most cost-effective ways to find out a great deal about your potential 
competitors.  It is also important to learn as much as you can about the people 
and organizations that you intend to collaborate with, and to identify those that 
you should avoid at all costs.  The opening case study of Made.com (Case 5.1), 
illustrated how ‘co-creation’ can lead not just to increased customer value (i.e. 
adding to what was already offered), but something new, which goes beyond 
previous offerings.  However, this was not achieved by the company alone, but 
through a ‘value constellation’ (Bjerke and Hultman 2004: 164), comprising 
consumers, independent designers, manufacturers and distributors, all of whom 
are connected using internet-based technologies.  Many ventures succeed with 
the help of strong partners, while many others have struggled as a result of a 
partner’s incompetence or bad behaviour.  As a consequence, it is worth 
investing time in this area. 
 

 Market segments and niches: In addition to estimating the size and potential of 
a market, you also need to consider which part of the market you intend to 
target.  In mainstream marketing, segmentation is a tried and tested process of 
dividing any market into groups of customers or segments by some 
differentiating characteristic, such as size, location or behaviour.  For example, 
the lunchtime sandwich market could be segmented by dietary requirements, 
such as meat, vegetarian, dairy-free or nut free.  Imagine that you are 
segmenting the market for swimming lessons.  For large and established 
organizations, segmentation is likely to be a ‘top down’ process in which the 
most attractive segments can be selected.  For the vast majority of new ventures 
this kind of strategy is not feasible or indeed desirable. You are likely to be 
working from a more grounded set of circumstances, defined by the opportunity 
that you have identified (e.g. an invention, product or social issue), the people 
you are working with (i.e. your founding team), and the location where you are 
based.  However, there may still be some scope to choose between different sets 
of potential customers, and there is a strong incentive to target your limited 
marketing resources at the people who are most likely to purchase the new 
product or service offering.  For example, imagine that you have recently 
graduated in sports management and are interested in setting up a venture to 
teach people to swim.  Based on a simple age-based segmentation, you identify 
three distinct customer groups: (a) adults; (b) children; and (c) babies.  Your 
initial research suggests that the first two segments are already quite well 
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served.  There is more limited provision for babies, but this may be due to a lack 
of demand.  Would you exercise your entrepreneurial judgement, or simply 
follow your heart and see what happens?  In 2002, Paul and Jess Thompson 
launched a new venture based on their own experience of teaching their baby 
daughter to swim.  The concept of ‘infant aquatics’ was not new, but the 
Thompsons managed to create a highly-successful business model; the company 
now teaches more than 20,000 children each week 
(http://www.waterbabies.co.uk).  Water Babies now has more than 30 franchises 
and a network income of over £10m, operations in Ireland and Australia and 
plans to launch in mainland Europe (Daily Telegraph 2010).  In principle, there 
should be homogeneity (i.e. similarities) within segments and heterogeneity (i.e. 
differences) between them.  They should also be measurable, identifiable, 
accessible and large enough to be profitable. This is not an easy task and it 
requires effort, research and fine-tuning. There are two main ways of 
segmenting a market, either based on a particular characteristic or on actual and 
potential customer needs. 

 

http://www.waterbabies.co.uk/
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CHAPTER 7 
 
ORC 7.1: Gaining an understanding of business accounts 

The prospect of gaining an understanding of business account can seem daunting, 
but there are a few things we can do to help ourselves:  

 Reading and studying: you can gain most of the basics by reading introductory 
books on business accounting, or by attending college courses. Some of the more 
popular books include: Bookkeeping for Dummies (Barrow and Epstein 2007); 
Mastering Book-keeping: A Complete Guide to the Principles and Practice of 
Business Accounting (Marshall 2009); Frank Wood's Business Accounting: v.1 and 
v.2 (Wood and Sangster 2008); Management Accounting for Business (Drury 
2009); Understanding Business Accounting for Dummies (Barrow and Tracy 
2008). There are many colleges and universities that provide business accounting 
courses, ranging from ‘accounting for non-financial managers’ to modules linked 
to accreditation by professional bodies, such as the Association of Chartered 
Certified Accountants (ACCA, http://www.accaglobal.com). It is also always 
worth investigating if any local colleges provide free courses. 

 Investing in software: Many accounting tasks can be simplified by using 
integrated accounting software that links modules, (such as ‘Sales Order 
Processing’ with ‘Sales and General Ledgers’, or ‘Purchase Order Processing’ with 
‘Purchase and General Ledgers.’ Useful additional modules could include payroll 
and manufacturing. All of these modules should link, directly or indirectly, to a 
general or nominal ledger from which you can produce profit and loss, balance 
sheet and cash flow statements. 

ORC 7.2: Example of country specific tax policies: UK IR35 

In 2000, the IR35 legislation was introduced to prevent ‘disguised employment’ by 
specialist workers who set-up limited companies through which profits were 
distributed as dividends, which resulted in no National Insurance payments. 
However, the IR35 legislation was been bitterly criticized for being too complex, 
deterring entrepreneurship, behaving unfairly to small family businesses, penalizing 
specialist workers and going beyond the problem it tries to tackle. One of the most 
adversely affected groups was highly skilled IT contractors. They made up the bulk of 
a hastily formed pressure group, the Professional Contractors Group (PCG - 
http://www.pcg.org.uk), which grew quickly to become the largest professional body 
representing the interests of freelance professionals. The PCG supported many of its 
members’ challenges to the government tax calculation, winning the vast majority of 
the cases. PCG estimated that only 1% of the expected £220 million was collected by 
the government, raising questions about the wisdom of the legislation and the 
negative publicity generated by over a decade of disputes. This example highlights 
the importance of government policy on supporting or fostering enterprise. 

 

http://www.accaglobal.com/
http://www.pcg.org.uk/
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ORC 7.3: Choosing an accountant 

Throughout Chapter 7 we have explored the use of predominantly quantitative 
information to help us understand the financial performance of a venture. We have 
seen that there are numerous prevailing conventions on how this information is 
calculated and presented so that both internal and external audiences can 
understand and interpret it. Furthermore, many critical decisions are taken on the 
assumption that the information is accurate. These range from deciding on product 
pricing to capital investments and from calculating profits to tax liabilities. So, it is 
not only imperative that these are accurate but also that they are produced in timely 
manner. In competitive markets these decisions can make the difference between 
survival and failure.  Quite rightly, many entrepreneurs feel that they know their 
marketplace (customers and competitors) better than anyone else and are both 
competent and confident to make pricing and operational decisions. Some will also 
have a level of knowledge and experience, or employ someone who does, to 
produce the necessary financial statements but will still not have the detailed 
knowledge of tax rules. So, whether your needs are restricted to doing the annual 
company tax calculation or for assistance with producing of detailed financial 
information you will at some time need external assistance. Just as with any other 
advice you seek remember that you are delegating rather than abdicating 
responsibility. Your advisers will be quick to point out that you are ultimately 
responsible, after all it is your business. Legally you will have to sign any accounts 
that are filed with any government agency and tax office. But, where can you go for 
this advice? There are a number of factors you to consider: 

• Do you need to find an accountant before you set-up or start your new 
venture? 

• Who are the professional bodies and what qualifications should you expect 
your accountant to have? 

• What experience do they have of similar organizations to yours? 
• Do they offer the services you need?  
• Can they advise on whether your venture should be a limited company? 
• What will they charge for the different services you need?  
• Do they have fixed charges or a daily rate? (n.b. check whether they are 

prepared to offer you a fixed price for the first year or two). 

Draw up a short list of three or four accountants. Ask your family, friends, 
colleagues, bank manager and solicitor if they can recommend anyone.  Arrange a 
meeting with each. It is not just their qualifications and experience that is important 
you also need to be able to develop a good working relationship with them. Ask if 
you can speak to any of their customers. Choosing an accountant is an important 
decision and good research will help you find a suitable person and practice. As well 
as helping prepare management accounts, complete your statutory returns and 
calculate tax liabilities, they can be a valuable source other information, such as 
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other business service providers. Useful directories of both chartered and certified 
accountants are available at: 

Association of Chartered Certified Accountants (ACCA)  

http://www.accaglobal.com 

Chartered Institute of Management Accountants (CIMA)  

http://www.cimaglobal.com 

Institute of Chartered Accountants in England and Wales (ICAEW)  

http://www.icaew.com 

Institute of Chartered Accountants on Scotland (ICAS)  

http://www.icas.org.uk 

 

http://www.accaglobal.com/
http://www.cimaglobal.com/
http://www.icaew.com/
http://www.icas.org.uk/
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CHAPTER 9 
 
ORC 9.1: The emerging pattern of entrepreneurship – what does the future hold?  

We are very interested in hearing your views on the way that entrepreneurship is 
developing in your country, including the implications for potential entrepreneurs 
and policy-makers.  What kind of entrepreneurial activity do you want to see being 
encouraged?  Are there any forms of entrepreneurship that should be either more 
strongly regulated, or actively discouraged?  Is there a case for intervention, or 
should we leave it all to the market?  There are many useful resources within the 
textbook to help you to frame your thoughts and discussions about these issues: 

 Chapter 9 includes several case studies that feature real-world entrepreneurs 
reflecting on their experience.   

 Chapter 10 opens with a case study that contrasts entrepreneurship in the 1980s 
and the early 21st century. 

 Chapter 11 introduces Baumol’s distinction between productive, unproductive 
and destructive forms of entrepreneurial activity.   

 Chapter 13 considers social perspectives on entrepreneurship, including the 
influence of culture.   

 Chapter 14 reviews historical perspectives on entrepreneurship, highlighting 
some of the longer-term trends and the underlying drivers.  

 Chapter 15 includes an extended discussion of recent developments in enterprise 
policy. 

We will also be introducing new issues and questions about the future of 
entrepreneurship in our author blogs.  These can be accessed via the Online 
Resource Centre.   
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CHAPTER 11 
 
ORC 11.1: The enterprise culture’s political roots 
 
The enterprise culture has political roots.  These can be traced to a number of 
intellectuals coming from a range of political standpoints, who became increasingly 
sceptical about the expanding role of the state in the mid-20th century (Bosanquet 
1983, Gray 2002, Della-Guista and King 2006).  However good the intentions might 
have been, centralized planning had the effect of corrupting politics and crushing the 
freedom of the individual.    Perhaps the most well-known of these is the English 
writer, George Orwell, who highlighted the dangers of a totalitarian future in his 
novels Animal Farm and 1984.  The sceptics included several academics whose ideas 
were to prove influential in the history of entrepreneurship research, notably the 
work of economists of the Austrian school, including Ludwig von Mises, Joseph 
Schumpeter and Friedrich von Hayek. State intervention increased during the early 
part of the 20th century, in response to a variety of economic, social and 
environmental problems.  During the Second World War, governments had taken 
unprecedented control of economic production and consumption.  In 1944, Hayek 
published a polemical book, The Road to Serfdom. In it, he argued strongly against 
the central direction of economic activity, which he labelled ‘socialism’, and in favour 
of a form of ‘liberalism’, which gave priority to competitive markets and individual 
freedom.  In Hayek’s words, it was more important, ‘to release the creative energy of 
individuals than to devise further machinery for “guiding” and “directing” them – to 
create conditions favourable to progress rather than to “plan progress”.’ (Hayek 
1944: 177). Though Hayek’s libertarian ideas found some support in the political 
arena, industrial and economic policies in western countries were increasingly based 
around big business corporations, guided by elaborate strategic planning systems 
(Galbraith 1967, Mintzberg 1994), and the French writer Servan-Schreiber (1969), 
was urging policy-makers to catch up with the United States and its large industrial 
corporations.  Even Schumpeter, in his later work, had shifted the emphasis away 
from the heroic individual entrepreneur, recognizing that large organizations were 
becoming the primary vehicle for innovation (Swedberg 2000: 17).  However, by the 
mid-1970s, doubts began to be raised about the ‘big business’ and the industrial 
structures that supported it.  As we saw in the previous chapter, concerns were 
being expressed over the decline in small firms, and the impact this was having on 
the wider economy.  At around the same time, commentators began to discuss a 
variety of problems associated with large corporations, with some arguing that they 
needed to rediscover the advantages of ‘smallness’ (e.g. Schumacher 1974).  
Norman Macrae of the Economist newspaper caught the spirit of the times in his 
article, ‘The Coming Entrepreneurial Revolution’:  

‘The world is probably drawing to the end of the era of big business corporations.  
These institutions were virtually created during 1875-1910.  During 1975 to 2010 
they may virtually disappear in their present form, and the interesting question is 
what will replace them’. (Macrae 1976: 41) 
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The enterprise policies that emerged in the last quarter of the 20th century are 
therefore the result of a combination of at least three factors.  Firstly, as we saw in 
Chapter 11, they can be seen as part of a move from Keynesian to neo-liberal 
economics, which placed an increased reliance on market mechanisms.  Secondly, 
they were a response to a perceived need to revive the population of smaller firms, 
and to recognize its contribution to the economy.  Thirdly, they reflected a concern 
that big business lacked entrepreneurial energy, and that large commercial and 
public sector organizations needed to recover the virtues of ‘smallness’ if they were 
to compete effectively in the future.   

Note: Many practical aspects of the enterprise culture project and its 
implementation are discussed in Chapter 15.  The future of enterprise policy is an 
important issue that we intend to develop further in the author blogs, which can be 
located via the Online Resource Centre. 

 

ORC 11.2: Unproductive and destructive entrepreneurship 
 

Baumol’s (1990) ideas have been developed by a number of research studies, as 
indicated in the chapter.  In their recent paper, ‘Productive and destructive 
entrepreneurship in a political economy framework’, Robin Douhan and Magnus 
Henrekson of the Research Institute of Industrial Economics, Stockholm, make a 
number of important points.   For example, they argue that entrepreneurs can 
influence formal economic institutions in at least two ways: through direct 
involvement in politics, by using their entrepreneurial talent to wield de facto 
political power and also by altering the effect of formal institutions.  These 
influences are all too evident in the context of the recent financial and economic 
crises, which have been attributed, at least in part, to unproductive and destructive 
types of entrepreneurial activity.   
 
The authors produced an interesting typology of different kinds of entrepreneurship, 
sub-divided into activity that either ‘abides with’ (i.e. follows) existing institutions 
and activity that attempts to ‘evade’ (i.e. break the rules) (Douhan and Henrekson 
(2008: 5).  Some examples from the paper have been re-interpreted below: 
 

 PRODUCTIVE: (a) Abide – activities of commercial and social entrepreneurs 
pursuing business opportunities within prevailing institutions; (b) Evade – 
activities of entrepreneurs who sidestep some regulations in order to expand an 
otherwise profitable business.  

 

 UNPRODUCTIVE: (a) Abide – entrepreneurial activity that is unproductive due to 
institutional shortcomings, such as a lack of effective competition rules; (b) 
Evade – entrepreneurial activity that is uproductive as a result of a direct 
challenge to existing rules, such as engaging in organized bribery. 
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 DESTRUCTIVE / PREDATORY: (a) Abide – entrepeneurial activities of rogue States 
or rival warlords, where destructive activity is the institutional norm; (b) Evade – 
activity of Illegal syndicates, mafia groupings, and others engaged in 
sophisticated frauds and economic crimes.  

 

You might like to identify some examples of kinds of activity that would fit into each 
category.  In some cases it may be difficult to weigh up the economic and non-
economic impacts of entrepreneurial activity. For example, a few years’ ago there 
were plans to open a number of ‘mega-casinos’ in the UK.  Arguments about 
economic benefits such as job creation, economic development and urban 
regeneration, were countered by concerns about negative social impacts, including 
potential increases in problem gambling, which could also be presented as 
externalities in economic terms.  As you consider these issues, it may be useful to 
refer back to the concluding section of Chapter 11 and the policy discussions in 
Chapter 15.  
 
Source: the full paper can be downloaded at: 
http://ideas.repec.org/p/hhs/iuiwop/0761.html 
 
 

http://ideas.repec.org/p/hhs/iuiwop/0761.html


Blundel and Lockett, Exploring Entrepreneurship (OUP, 2010)  
Online Resource Centre – additional study materials 
 

 

 

 H i g h e r   E d u c a t i o n
© Oxford University Press, 2010. All rights reserved. 

Page | 14  

CHAPTER 12 
 
ORC 12.1: Have you got the body of an entrepreneur? 

In comparison to psychological research, very little academic work has been 
published on the physiology and physical health of individual entrepreneurs.  This is 
surprising, particularly given that the medical profession recognizes that the mind 
and body are so closely inter-connected.  For example, clinical depression is 
sometimes associated with physical illness, and strenuous physical activity, such as 
marathon-running, can generate heightened mental states.  The idea of an 
‘entrepreneurial’ body seems far-fetched.  However, at a more practical level, we do 
know that the lives of entrepreneurs can be very physically demanding.  For 
example, imagine that you are leading a team that is attempting to set up a new 
technology-based venture in a remote rural location in South-East Asia.  The 
equipment is faulty, your food and water supplies are low and it is 40 degrees 
centigrade in the shade; you are also suffering the side-effects of your anti-malarial 
medicines. Could you cope with long working hours, large amounts of travelling, 
sheer physical discomfort and lack of sleep?  In order to perform effectively (i.e. to 
‘hit the ground running’), entrepreneurs often need a strong constitution, and in 
some cases physical stamina.  It is also apparent that some people find that the 
physical and mental pressures associated with an entrepreneurial career can affect 
their health.    However, before moving on to discuss the psychology of 
entrepreneurs, it is also worth highlighting two recent pieces of research, which 
have attempted to examine biological mechanisms and the ways that they may 
influence the behaviour of individuals. 

Exploring biological mechanisms: hormones and genetics 

The following studies, which are mentioned briefly in Chapter 12, are rare examples 
of biological and physiological approaches being used to study entrepreneurship.  In 
the first example, White et al. (2006) adopted evolutionary psychology as a 
theoretical approach in order to explore the relationship between the levels of 
testosterone in the body, and a person’s likelihood of engaging in entrepreneurial 
activity, the latter being defined as new venture creation. The researchers collected 
data from 31 MBA students with significant prior involvement in creating new 
ventures and from 79 other student subjects with no new venture start-up 
experience. Their evidence suggested that there was a biological effect upon 
behaviour.  However, the biological mechanism was ‘partially mediated’ by a 
psychological effect (i.e. risk-taking propensity).  In other words, the evidence 
seemed to suggest that the impact of the hormone was to increase a person’s 
tendency to take risks, which in turn contributed to the decision to become an 
entrepreneur.  Other researchers are probing back even further, in their attempt to 
isolate the factors that make individuals act entrepreneurially.  In one recent study, a 
cross-disciplinary team of medical science and entrepreneurship researchers used 
quantitative genetics techniques to compare the entrepreneurial activity of 
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‘monozygotic’ (i.e. identical) and of same-sex ‘dizygotic’ (i.e. non-identical) female 
twins. The study’s conclusions are quite surprising.  There was evidence of what the 
researchers describe as, ‘relatively high heritabilities for entrepreneurship across 
different operationalizations of the phenomenon, with little effect of family 
environment and upbringing.’ (Nicolaeou et al. 2008: 167). In other words, the 
findings suggested that a person’s decision to become an entrepreneur could be 
explained, at least in part, by their genetic make-up.  The authors were careful to 
point some significant limitations of the study.  For example, twin studies cannot 
identify, ‘which genes matter, how many genes matter, or the relative importance of 
different genes to entrepreneurship’ – this would require molecular genetics 
research.  In addition, because the twin population was overwhelmingly female, the 
results could not be directly generalized to males (ibid.: 174).  A subsequent article, 
‘The Genetic Foundations of Entrepreneurship’, contains interesting, but also 
contentious, speculation on the possible role of genetic factors: 

‘Genes might affect chemical mechanisms in the brain to increase the likelihood that 
people will engage in entrepreneurial activity. Although we currently know very little 
about the mechanisms through which genes directly affect social outcomes, 
researchers have proposed the physiology of brain function as the most likely 
mechanism. For example, researchers have shown that the GABRG3 gene affects an 
inhibitory neurotransmitter in the human central nervous system, which governs the 
tolerance to and dependence on alcohol (Dick et al. 2004).  By analogy, we reason 
that genes might affect the tendency of people to engage in entrepreneurial activity 
by influencing the level of positive or negative physiological reactions to that 
activity.’ (Nicolaou and Shane 2009: 6). 

Entrepreneurship research at the level of an individual’s body chemistry and genetics 
is clearly in its infancy.  By contrast, there is a long history of psychological studies 
that have attempted to isolate the personality characteristics or ‘traits’ of 
entrepreneurs, which are discussed further in Chapter 11.  

  

ORC 12.2: Creating entrepreneurial personalities – a dynamic process? 

More recent applications of the FFM (Section 12.2.2) recognize that there is a 
complex relationship between individuals and the societies in which they live (e.g. 
McCrae and Costa 1996).  There are continuing arguments, however, between those 
who maintain that common personality characteristics can be identified across 
different cultural settings, and those who have found that some entrepreneurial 
personality characteristics are country-specific, or the product of cultural 
conditioning in the countries where the original studies were conducted (e.g. 
Stimpson et al. 1990, Gupta and Fernandez 2009).  McCrae and Costa (1996: 66-69) 
identify a number of categories and sub-categories, that are reproduced below.  It is 
not necessary to explore these in detail to realize how complex the picture has 
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become!  Just take a look at these bullet points and consider how each factor might 
be interacting with others in the list to shape your personality: 

 

Basic tendencies 

 Physical characteristics (e.g. height, weight, health) 

 Cognitive capacities (e.g. general intelligence, verbal ability) 

 Personality traits (i.e. the ‘five factors’) 

 Physiological drives (e.g. appetite) 
 
Characteristic adaptations 

 Acquired competencies (e.g. language, social and technical skills) 

 Attitudes, beliefs and goals (e.g. moral values, personal projects) 

 Learned behaviours (e.g. habits, hobbies) 

 Interpersonal adaptations (e.g. social roles, relationships, perceptions of others) 
 
Objective biography 

 Overt behaviour (e.g. as observed by researchers) 

 Life course (e.g. career path, historical accidents) 
Self-concept 

 Self-esteem 

 Self-identity 

 Life story, personal myth 
 
External influences 

 Developmental influences (e.g. parent-child relationships, traumatic events) 

 Macro-environment (e.g. culture, sub-culture, vocational group) 

 Micro-environment (e.g. situational constraints, social cues) 
 

The authors also emphasize the importance of distinguishing between traits, which 
they regard as underlying potentialities (i.e. tendencies), and the process by which 
these rather abstract concepts become concrete in the lives of particular individuals 
(McCrae and Costa 2000: 69).  More generally, while individuals may inherit some 
‘basic tendencies’, they also remain open to external influence; personality 
characteristics may be modified as a result of early childhood experiences, while 
cognitive capacities can be affected by life events (e.g. illness or injury).   
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CHAPTER 15 
 
ORC 15.1: The enterprise culture’s political roots 

Please see ORC 11.1 (above) for coverage of this topic. 

 

 


