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ABSTRACT 
 

This dissertation includes three essays and focuses on nascent entrepreneurship, that 

period in an entrepreneur’s pursuit between first taking an action to form a venture and either 

getting the venture operational or abandoning the venture pursuit. The dissertation addresses 

three different aspects of drivers that influence the outcome of the nascent entrepreneur 

phase. Two of the three essays address influencers of new venture creation, while the third 

essay investigates influencers of the “still trying” outcome of nascent entrepreneurship. 

Drawing on neo-classical economics, the theory of planned behavior and complex adaptive 

systems theory the essays integrate and extend existing theory, and break new ground in the 

study of “still trying” nascent entrepreneurs.   
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CHAPTER 1 

INTRODUCTION 

 

This dissertation studies nascent entrepreneurship, that period of time after an 

individual has taken at least one of several actions to create a venture, but has not yet created 

an operating entity. This is a phase during which the nascent entrepreneur is gathering 

information, overcoming obstacles and iteratively refining his or her idea. Specifically, this 

dissertation addresses three different aspects of the drivers and/or influencers of the 

individual’s behavior during this phase of entrepreneurial development. First, the dissertation 

delves into the economic and psychological motivators that propel individuals to successful 

venture startup. Second, economic and psychological theory is used to demonstrate that 

widely accepted motivators of behavior elicit behavior patterns in nascent entrepreneurs 

consistent with behavior patterns derived from complexity theory. Finally, this dissertation 

shows that creating a business plan, a fairly widely accepted indicator of psychological 

intent, is an action that significantly raises the probability that a nascent entrepreneur will not 

resolve his or her pursuit. In total, the results of these three investigations inform 

entrepreneurs, educators, policy-makers and researchers.   

MOTIVATION 

Research Background 

There are roughly 10 million nascent entrepreneurs in the United States alone 

(Reynolds, 2007). If the same percentages hold world-wide, and there is evidence to indicate 

they do, there could be as many as 200 million nascent entrepreneurs around the world 

(Bosma & Levie, 2010). In the US, approximately one-third of these nascent entrepreneurs 
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successfully start ventures, one-third abandon their venture pursuit, and the remaining one-

third continue to report that they are “still trying” to create a venture after several years of 

follow-up (Reynolds, 2007).  

There are three different aspects of the above statistics that motivate me. First is the 

sheer number of people in this group. Making even a small positive difference over this scale 

is a significant contribution. Second, the nascent entrepreneur “success rate”, approximately 

one-third, is similar to the success rate of new ventures over similar periods of time. Because 

of the scale, there are many more nascent entrepreneurs than there are new ventures, yet 

comparatively we know much less about nascent entrepreneurs. This brings up the third 

aspect; nascent entrepreneurs and nascent entrepreneurship have been the subject of much 

less published research than have new ventures (Davidsson & Gordon, 2009).   

Research Questions 

In order to contribute to the research on nascent entrepreneurs, this dissertation 

considers three research questions. First, what motivates nascent entrepreneurs to continue to 

persevere through the myriad of challenges they encounter to eventually start a venture? 

Second, what drives nascent entrepreneurs to exhibit behavior patterns that are consistent 

with the emergence found in complex adaptive systems? Third, what drives nascent 

entrepreneurs into non-resolved, “still trying” status?  

Each of these three questions is addressed in separate essays, which use similar 

theoretical foundations and variables. These three essays lead to common conclusions 

regarding nascent entrepreneurs;  psychological drivers appear to have a more direct effect 

than economic motivators, economic motivation appears to moderate other drivers, and 
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business planning appears to have a very complex impact on nascent entrepreneurs. These 

three essays provide insight for entrepreneurs, educators, policy-makers and researchers.  

Data Description 

The data for this research is from the Panel Study of Entrepreneurial Dynamics 

(PSED), a national survey of nascent entrepreneurs started in 1998. “A total of 64,622 

individuals in the United States were contacted through random digit dialing by a marketing 

research firm. Two questions were used to identify those individuals who were in the process 

of starting a new venture: (1) “Are you alone or with others, now trying to start a business?” 

and (2) “Are you alone, or with others, now trying to start a new venture for your employer?” 

Respondents who answered yes to either of these two questions were then asked two 

additional questions that determined whether they were actively involved in the start-up 

process and whether they would share in the ownership of the new venture. Positive answers 

to both of these questions qualified an individual as a nascent entrepreneur to be requested to 

participate in the national panel study. The PSED data were collected through a series of 

telephone interviews conducted at approximately 1 year intervals by researchers at the 

University of Wisconsin.” (Brush, Manolova, & Edelman, 2008,  p. 552). Detailed 

descriptions of the methods and sampling used to generate the PSED can be found elsewhere 

(Gartner, Shaver, Carter, & Reynolds, 2004; Reynolds, 2000). 

  Previous research has shown that using the PSED as the data source for a study of 

nascent entrepreneurs requires careful selection of an appropriately representative sample 

(Davidsson & Gordon, 2011; Reynolds, 2000; Shaver, Carter, Gartner, & Reynolds, 2001). 

Each of the essays has an explanation of the data selection algorithm employed for that essay.  
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CHAPTER 2 

THE COMBINED IMPACT OF ECONOMIC OPPORTUNITY  

AND INTENT ON NASCENT ENTREPRENEURSHIP 

INTRODUCTION 

This study investigates two potential drivers of successful new venture creation, 

entrepreneurs’ perception of economic opportunity and their intention to create a business. 

Research shows that approximately 6% of the adult U.S. population, slightly more than 10 

million people, describe themselves as nascent entrepreneurs (Reynolds, 2007), meaning that 

they have taken at least one step to start a business venture but have not yet completed their 

pursuit. Over a period of several years, approximately one third of these people will 

successfully start businesses; one third will abandon their pursuit; and one third will persist in 

the nascent entrepreneur stage, continuing to pursue their idea, in some cases for over 9 years 

(Gartner, 2008). Progressing from idea recognition to venture creation is usually an 

uncertain, iterative, multistep process that requires time and effort (Ardichvili, Cardozo, & 

Ray, 2003; Curtin & Reynolds, 2004). But what really drives individuals to persevere 

through the challenges, apply the effort, and bear the uncertainty necessary to develop an 

idea into a venture? There are potentially many drivers, but this study focuses on individual 

intent and economic opportunity.  

Although extant research often assumes that economic opportunity drives new 

venture creation, there are mixed assessments of the roles economic opportunity and 

intention play in venture creation (Carsrud & Brännback, 2011; Davidsson & Gordon, 2011). 

Some studies suggest that economic opportunity has a direct positive impact on new venture 

creation, while others suggest that intent fully mediates the influence of economic 
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opportunity, and still others suggest that the combination of individual intent and economic 

opportunity is mediated by a third set of variables (Carsrud & Brännback, 2011; Lichtenstein, 

2011b; Shane, Locke, & Collins, 2003). Further, entrepreneurial motivation models 

developed from accepted psychological models argue that economic opportunity is likely to 

be one of several motivators, which in turn create intentions that lead to the action of creating 

a new venture (Krueger, Reilly, & Carsrud, 2000). Few studies have integrated individual 

economic opportunity and intention into a combined model explaining new venture creation 

(Carsrud & Brännback, 2011), and Carsrud and Brannback (2011) have made a direct call for 

research into the “intention–action” linkage in entrepreneurial research. Therefore, in this 

study, we directly examine the “intention–action” linkage and its relation to new venture 

creation based on integrated economic and psychological theories (Carsrud & Brännback, 

2011; Davidsson & Gordon, 2009; Shane et al., 2003). In addition to answering the call for 

more current research into this topic, our results have interesting implications for 

entrepreneurs, educators, policy makers, and future researchers.  

Results from this study show that increased economic opportunity or increased 

intention to create a business, when considered individually, decrease the odds of new 

venture creation, all else equal. However, when both are present simultaneously, the odds of 

new venture creation are increased, all else equal. The results are relevant to policy-makers; 

economic incentives for entrepreneurs may not be the strongest mechanism available for 

incenting further entrepreneurial behavior. Likewise the results are relevant to educators by 

showing the importance of advising potential entrepreneurs to develop both an intention to 

create a business as well as to develop a larger economic opportunity. Focusing on either one 

or the other (such as by working to develop a detailed business plan to the detriment of other 
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activities) could be reducing the odds of a successful startup. Additionally, these results are 

important for entrepreneurs because they reinforce the need for “balance” in the approach – a 

good economic opportunity alone is not optimal, rather a good opportunity combined with a 

desire to create a business supports better odds of achieving new venture creation. Finally, 

these results are relevant to researchers for at least two reasons. First, these results indicate 

that current assumptions regarding the motivational impact of economic opportunity may not 

be correct. These results show that economic opportunity does not always have a direct, 

positive effect on new venture creation, as much previous literature seems to imply. Second, 

this study shows that the relationship between economic opportunity and personal intention is 

complex. Each of these results deserves more attention.  

THEORY AND HYPOTHESES 

Literature Review 

Shane and Venkataraman (2000) argue that the domain of entrepreneurship research 

includes both individuals and opportunities—indeed, without individuals pursuing 

opportunities, there would be no entrepreneurship. Entrepreneurial opportunities are 

recognized and converted into ventures through a great deal of mental and physical effort, in 

an iterative process (Ardichvili et al., 2003). What drives a potential entrepreneur to expend 

the effort and take the risks necessary to successfully complete the process from idea 

recognition through business creation? “There are essentially two schools of motivational 

theories: one based in economics and the other rooted in psychology . . .  that have been in 

conflict with each other for decades” (Carsrud & Brännback, 2011). Current literature reveals 

few attempts to integrate the economic and psychological perspectives into a coherent model 

(Shane et al., 2003). In order to make progress toward such integration, this study addresses 
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two specific components of each theory, economic opportunity and individual intent, within a 

single model.    

From its inception, economic theory has discussed economic opportunity, to the 

extent that this construct is nearly ubiquitous in entrepreneurship research (Carsrud & 

Brännback, 2011). However, psychological theory has shown that economic opportunity is 

only one of a number of potential entrepreneurial motivators and that motivators are 

moderated and/or mediated by an individual’s intentions and attitudes (Bolton & Thompson, 

2004).  

A great deal of recent research into what motivates entrepreneurial behavior builds on 

models put forth by Kreuger et al. (2000) and Shane et al. (2003). Both models are derived 

from relevant psychological research, but treat the role of intention quite differently. Krueger 

et al. (2000) criticize previous research in this area by arguing that the “opportunity 

recognition process is clearly an intentional process, and, therefore, entrepreneurial intentions 

clearly merit our attention” (p 411). Further, the authors state, “Empirically, we have learned 

that situational (for example, employment status or informational cues) or individual (for 

example, demographic characteristics or personality traits) variables are poor predictors” of 

entrepreneurial behavior (p 411).   

Krueger et al. (2000) empirically test two different intentions-based models of 

entrepreneurial behavior, one based on the Theory of Planned Behavior (TPB) (Azjen & 

Madden, 1986) and the other based on the Model of the Entrepreneurial Event (MEE) 

(Shapero & Sokol, 1982). Krueger et al. (2000) find strong support for both models, with the 

MEE having slightly better explanatory power, and thus conclude that intentions should be 

an explicit part of entrepreneurship process/motivation models. But the TPB and MEE only 
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model the development of intention, not the impact of such intention on entrepreneurial 

activity. Krueger et al. (2000) thus apparently relying on previous psychological research into 

the impact of intention on action to bolster the TPB and MEE outcomes and substantiate their 

claim of the importance of intention to entrepreneurial activity.  

Shane et al. (2003) theoretically define a model of entrepreneurial motivation and 

argue that motivation and opportunity interact with cognitive factors to influence opportunity 

recognition, development and entrepreneurial execution, based on psychological expectancy 

theory (Gatewood, 1993; Gatewood, Shaver, Powers, & Gartner, 2002). Shane et al. (2003) 

take the position that only opportunities that “represent potentialities for profit making” (p 

260) are entrepreneurial opportunities, thus the rest of their model assumes the importance of 

economic opportunity. Unless the opportunity has potential for profit, it doesn’t even enter 

the process they describe. Shane et al. (2003) theoretically develop a four-stage 

entrepreneurship process in which opportunity leads to recognition which leads to idea 

development which in turn leads to execution (i.e., venture startup). The model argues that 

any or all of eight different motivators and four different cognitive factors influence progress 

through each of the stages in a step-wise fashion. They further posit that any one, a subset, or 

all of the 12 factors can influence each step, depending on characteristics of the individual, 

the environment, and/or the opportunity. The model shows that the impact of motivation on 

each step is moderated by characteristics of the opportunity and environmental conditions. 

Although Shane et al. (2003) do not cite Krueger et al. (2000), their argument for situational 

influence, moderated by other forces, is compatible with the Krueger et al. (2000) conclusion 

that these external motivators alone are not consistent predictors of activity. Our study 
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focuses on empirically investigating the idea development step in the Shane et al. (2003) 

model, that is, the activities between idea recognition and venture startup.  

The Shane et al. (2003) model has been criticized because it argues for a direct effect 

of motivation on entrepreneurial activity, without considering the impact of intentionality 

(i.e., ignoring the Krueger et al. (2000) results and conclusion). A recent review has called 

for more research into the impact of intentions on new venture creation: “there is insufficient 

understanding of the intention-action link” in new venture creation research (Carsrud & 

Brännback, 2011). Our study addresses this issue by specifically investigating the impact of 

intentionality variables on new venture creation. 

Figure 1 depicts the model we employ to integrate economic opportunity with two 

different intentions (the intention to create a business and the intention to act quickly), in 

order to study their combined impact on new venture creation. This model is a parsimonious 

representation of the critical variables that deserve attention. Economic opportunity is 

included because of the ubiquity of the assumption that it drives new venture creation. The 

two intentions that are included are the key psychological variables that, according to theory, 

should influence new venture creation behavior.  

  



 

 

Figure 1. 

 

 

Economic Opportunity  

Since the first recorded bartered trade between individuals, it has been assumed that 

people operate ventures in order to obtain some type of gain. As barter economies gave way 

to economies based on money, the assumption became that individuals were motiva

start and operate ventures in order to maximize their monetary earnings, which is now a 

ubiquitous assumption in entrepreneurship theory 

Schumpeter, 1934; Shane & Venkataraman, 2000

on the premise of behavior as a utility
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 Economic Opportunity and Intentions Model 

Since the first recorded bartered trade between individuals, it has been assumed that 

people operate ventures in order to obtain some type of gain. As barter economies gave way 

to economies based on money, the assumption became that individuals were motiva

start and operate ventures in order to maximize their monetary earnings, which is now a 

ubiquitous assumption in entrepreneurship theory (Bygrave & Hofer, 1991; Knight, 1921

Shane & Venkataraman, 2000). Theoretically, the argument is grounded 

on the premise of behavior as a utility-maximizing choice within a given means

 

Since the first recorded bartered trade between individuals, it has been assumed that 

people operate ventures in order to obtain some type of gain. As barter economies gave way 

to economies based on money, the assumption became that individuals were motivated to 

start and operate ventures in order to maximize their monetary earnings, which is now a 

Knight, 1921; 

. Theoretically, the argument is grounded 

maximizing choice within a given means-ends 
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framework (Dimov, 2011). Shane and Venkataraman (2000) provide a good review and 

summary of the economic school of thought, stating that “entrepreneurial opportunities are 

those situations in which new goods, services, raw materials, and organizing methods can be 

introduced and sold at greater than their cost of production.” (p 220). Read literally, this 

statement limits entrepreneurial opportunities to only those that lead to profit. Further, “to 

date research has shown that on average entrepreneurs exploit opportunities that have higher 

expected value.” (p 223). By including “on average” and “expected value” this statement 

allows for individual differences in information and uncertainty but remains relatively clear 

that “economic opportunity” is the driver of action. Eckhardt and Shane (2003) further argue 

that opportunities exist because of mis-priced resources (i.e. there is a profit opportunity). 

Shane has recently reinforced his position: “entrepreneurial opportunities are situations in 

which it is possible to recombine resources in a way that generates a profit” (Shane, 2012). 

Eckhardt and Shane (2003) argue that entrepreneurs create new means-ends 

frameworks (Kirzner, 1997), and it is the subjective value that the entrepreneurs attribute to 

their position in the new framework that represents their perceived economic opportunity.  

With a ubiquitous assumption in entrepreneurship literature being that  opportunity 

for economic profit drives venture creation as well as other entrepreneurial activity  (Carsrud 

& Brännback, 2011), it follows that the greater the potential economic gain relative to other 

relevant uses of the individual’s time, the stronger the drive (Shane et al., 2003). Therefore 

we hypothesize: 
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H1: Economic opportunity is positively associated with new venture creation. 

Impact of Intentions  

 Modern psychology has shown that explaining the drivers of human behavior requires 

consideration of a complex mixture of genetics, learned behavior, many (possibly competing) 

motivations, and a myriad of other variables. In the face of this complexity, researchers have 

found that humans tend to form the intent to act before they take action (Azjen & Madden, 

1986). In fact, a formed intent to act is a relatively reliable predictor of actually taking the 

action. In a meta-analysis, Kim and Hunter (1993) find that intention explains 67% of the 

variance in behavior (Kim & Hunter, 1993). Creating a new venture requires a number of 

intentional actions, thus research into the link between the formed intention and the action 

that does or does not result from it is important to entrepreneurship research.  

 Since the introduction of the TPB to entrepreneurship research, research into the 

impact of intention has been mixed: “intent to become an entrepreneur” has been shown to 

have a positive impact on “continued trying”  to start a business (Brush et al., 2008),  

whereas “intention to grow a business” has no statistical impact on minority entrepreneurs’ 

business startup activity (Edelman, Brush, Manolova, & Greene, 2010). Additionally, 

managers’ intention to grow their business positively impacts small/medium-sized enterprise 

growth over time (Delmar & Wiklund, 2008) and entrepreneurial behavior is positively 

moderated by dispositional positive affect (the feeling of being “up”) (Baron, 2010). 

 In a recent paper, Carsrud and Brannback (2011) review the existing literature on 

entrepreneurial motivation and conclude that, over the past decade, “[a] general conviction, 

based on psychological research, emerged that measuring a person’s intent toward an activity 

was the best predictor of that specific future activity occurring” (Carsrud and Brännback, 
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2011, p. 10). However, these authors also comment “whereas intentions are the best 

predictors of future action, there is still insufficient understanding of the intention-action 

linkage” (p. 11). In fact, there is surprisingly little research investigating the intention–action 

linkage; instead, the majority of the intention-oriented studies in new venture creation 

investigate the drivers of intention rather than the actual impact of the intention itself.  

To build on these literature streams, our study combines economic opportunity with 

intention variables from the TPB. However, unlike previous studies, this study examines the 

impact of these variables on new venture creation.  

Intention to Create a Business 

Creating a new venture requires a number of individual actions—creating a business 

plan, developing product plans, registering a venture name, and so on. Individually, none of 

these actions create the actual venture, rather a number of them are required in combination. 

Therefore, the intention that drives venture creation must be an intention that is overarching, 

meaning that it must positively influence the accomplishment of several individual activities. 

The intention to create a business is one such intention.  

For purposes of this study, intention is defined as “a state of mind directing a person's 

attention, experience, and behavior toward a specific object or method of behaving” (Bird, 

1992). Previous research shows that entrepreneurs’ intentions lead to activities related to 

creating organizations (Bird, 1988; Shook, Priem, & McGee, 2003). Several authors argue 

that intentionality must precede successful organization of a new entity (Brush et al., 2008; 

Krueger et al., 2000; Learned, 1992; Shook et al., 2003) and that intentions are a resource 

resident in the entrepreneur’s mind (Brush et al., 2008; Chrisman, 1999). Therefore, without 
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the intent of the entrepreneur, it is unlikely the new venture would be brought into existence 

(Brush et al., 2008; Shook et al., 2003).  

Intention to create a business has been shown to positively relate to a desire for self-

realization (Carter, Gartner, Shaver, & Gatewood, 2003; Edelman et al., 2010; Manolova, 

Brush, & Edelman, 2008) and also positively relates to an intention to spend time creating a 

venture (Renko, Kroeck, & Bullough, 2011). Fulfilling a personal vision may also influence 

learning behavior (Senge, 1990)—the difference between one’s personal vision of the future 

and current reality can drive continued learning such that the larger this gap the more intense 

the drive to close it (Chang, Kantola, & Vanharanta, 2007). Further, the “need for personal 

development” has been used as an indicator of intention in learning situations (Birley & 

Westhead, 1994; Scheinberg & MacMillan, 1988) such as that of nascent entrepreneurs, who 

are working to learn whether or not they want to pursue their idea and convert it into a 

working venture (Ardichvili et al., 2003; Reynolds, 2000). Thus, the level of desire to fulfill a 

personal vision is a particularly good measure of intention to create a business. 

If intentions are the best predictor of action (Carsrud & Brännback, 2011), the best 

predictor of new venture creation is the intention to create a business.  Therefore we 

hypothesize: 

H2: The intention to create a business is positively associated with new venture creation.   

Logically, it makes sense that there could be a relationship between economic 

opportunity and intention to create a business. If an individual notices an opportunity, 

especially one with significant economic potential, the reaction could be to develop an 

intention to capitalize on the opportunity.  
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Previous literature reinforces this logical intuition. Carsrud and Brannack (2011) 

point out that motivations may be antecedents of intentions (i.e., motivation � intention � 

action). Ardichvili et al. (2003), in their model of entrepreneurial development, include 

knowledge of market opportunities as a driver of several entrepreneurial intentions (alertness, 

perception, and discovery). Economic opportunities influence cognitive factors such as 

vision, knowledge, skills and abilities (Shane et al., 2003), from a psychological point of 

view expectancy (i.e. expectations of gains) drives motivational force, which influence 

intentions (Vroom, 1964), and attitudes and control (i.e. the belief that an opportunity exists 

and can be exploited) influence the formation of intentions (Ajzen, 1991; Azjen & Madden, 

1986). Finally, economic opportunity may be the driver of the intention to create a business 

(Eckhardt & Shane, 2003). Therefore we hypothesize:  

H3: Economic opportunity is positively correlated with intention to create a business.  

Alternatively, rather than a motivator � intention relationship, economic opportunity 

and intention to create a business may each reinforce the relationship of the other to new 

venture creation (i.e., they may have a moderated, rather than a mediated, relationship). For 

example, greater economic opportunity could simply make the relationship between intention 

to create a business and new venture creation more intense. The TPB suggests that 

barriers/facilitators can either inhibit or facilitate the intention–action linkage (Ajzen, 1991; 

Azjen & Madden, 1986; Krueger, 2005). If perceived economic opportunity is 

conceptualized as a barrier (when small) or a facilitator (when large) then economic 

opportunity could moderate the intention–action relationship. There is empirical evidence to 

support the argument that perceived economic opportunity moderates intentions; expected 

financial outcomes positively (although weakly) influence entrepreneur’s overall intention to 
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grow (Wiklund, Davidsson, & Delmar, 2003), and economic opportunity moderates the 

relationship between growth intention and growth achievement (Wiklund & Shepherd, 2003). 

Economic opportunity can influence the strength of the relationship between intention to 

create a business and new venture creation. We thus hypothesize: 

H4: Economic opportunity positively moderates the relationship between intention to create 

a business and new venture creation. 

Intention to Act Quickly 

 Intentions are a good predictor of action (Carsrud & Brännback, 2011; Krueger et al., 

2000), but they may not be the best predictor of timing of the action (Kim & Hunter, 1993; 

Krueger, 2000). “Intention doesn’t always lead to immediate action. This time lag and how 

other intentions and/or motivators impact it that is not yet well understood” (Carsrud & 

Brännback, 2011). Therefore, some form of inspiration or triggering event is often included 

in intentions-based models (Krueger, 2003a). In the MEE the individual’s propensity to act 

upon opportunities is a key variable that is related to eliciting the entrepreneurial event. “In 

this model inertia is assumed to guide human behavior until something occurs to interrupt the 

inertia” (Shook et al., 2003). A sense of urgency is a triggering event that can interrupt the 

inertia. 

 A sense of urgency has been shown to be critical to entrepreneurial action (Bird, 

1992; Bolton & Thompson, 2004; Davidsson, 1995; Shapero, 1984), and the creation of new 

businesses in the corporate entrepreneurship context (Kuratko & Morris, 2003). Higher 

intention to act quickly elicits new venture creation activity sooner (Baum, Frese, Baron, & 

Katz, 2007; Bird, 1992), which suggests nascent entrepreneurs with higher intention to act 

quickly will produce their new ventures more quickly.  Therefore we hypothesize:  
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H5: Intention to act quickly positively moderates the relationship between intention to create 

a business and new venture creation. 

METHOD 

Dependent Variable 

New venture creation is a binary variable (1 = startup achieved, 0 = startup effort 

abandoned) based on the nascent entrepreneur’s responses in the PSED. Thirty eight nascent 

entrepreneurs reported starting their venture, forty one reported abandoning their venture 

pursuit.  

Independent Variables 

 Each of the independent variables was measured in the initial contact with the 

respondents (i.e., wave 1 of the PSED). Given the data selection methodology described 

below, this means the independent variables were collected at some point within the first two 

years after the nascent entrepreneur took first action to start a venture.  

 Economic opportunity is a continuous variable representing the nascent entrepreneur’s 

subjective vision of the venture’s likely income or revenue in the first year of the operation. 

As mentioned earlier, Eckhardt and Shane (2003) argue persuasively that the entrepreneur 

creates a new “means-ends framework” (Kirzner, 1997), and that other objective measures of 

opportunity would be inappropriate. The entrepreneur’s subjective vision of opportunity 

value has been shown to be a more reliable predictor of future venture value than other 

available objective measures (Edelman & Yli Renko, 2010). Thus the entrepreneur’s estimate 

is the appropriate measure of perceived economic opportunity, as it is the economic 

opportunity the entrepreneur intends to create.   
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 Intention to create a business is measured via a 5 point Likert-like scale (1 = 

completely disagree to 5 = completely agree), reflecting the level of the nascent 

entrepreneur’s desire to fulfill a personal vision by starting a company. The desire to fulfill a 

personal vision reflects “a state of mind directing a person’s attention, experience and 

behavior toward a specific object” (Bird, 1992). This variable has been shown to positively 

relate to a desire for self realization (Carter et al., 2003; Edelman et al., 2010; Manolova et 

al., 2008), and also to relate positively to an intention to spend time creating a venture (Renko 

et al., 2011). Further, fulfilling a personal vision has been shown to be a key variable 

influencing learning behavior (Senge, 1990), the difference between personal vision of the 

future and current reality is a driver of continued learning and the larger this gap the more 

intense the drive to close it (Chang et al., 2007). Further, the “need for personal development” 

has been used an indicator of intention in learning situations for quite some time (Birley & 

Westhead, 1994; Scheinberg & MacMillan, 1988). The “nascent entrepreneurship stage” is 

commonly referred to as a learning exercise, where nascent entrepreneurs are working to 

learn whether or not they want to pursue their idea and convert it into a working venture 

(Ardichvili et al., 2003; Reynolds, 2000). Thus, the level of desire to fulfill a personal vision 

is a particularly good measure of intention to create a business.  

  Intention to act quickly is intended to reflect the nascent entrepreneur’s propensity to 

act as described in the MEE and is therefore measured using a continuous variable reflecting 

the nascent entrepreneur’s subjective view of the months remaining before the potential 

venture has lost its competitive advantage. This variable is reverse coded such that lower 

numbers of months remaining indicate a higher level of temporal tension and thus a higher 

level of intention to act quickly.  
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Control Variables 

  There are two control variables, gender and number of previous startups, which are 

taken from each respondent’s demographic information in the PSED survey.  

 Please see Appendix A for a complete list of the PSED questions used to produce each 

of the variables used here.  

Analytic Model 

 The dependent variable in this study is binary, the analysis uses a logistic regression 

calculation. Table 1 displays the mean, standard deviation and correlations of the data elements 

used.  

 This study follows a recent recommendation (Davidsson & Gordon, 2011), and 

follows the Lichtenstein et al. (2007) approach for selecting an appropriate cohort from the 

Panel Study of Entrepreneurial Dynamics. For a discussion of their data selection process and 

a detailed description of the sampling used to generate the PSED, see Lichtenstein et al. 

(2007). Their process selects those nascent entrepreneurs who started their pursuit within 2 

years of the beginning of the PSED, and resolved their pursuit within the four year follow up 

period. Lichtenstein et al. (2007) conducted a rigorous analysis of the 109 nascent 

entrepreneurs they selected, and concluded their selection methodology did not introduce bias 

with respect to startup or abandonment. Ultimately, of the 109 nascent entrepreneurs 

Lichtenstein et al. (2007) selected, 79 answered all the questions necessary for inclusion in 

our study. 

  All 30 of the incomplete responses had no urgency data (i.e. there were no responses 

to the PSED question that generated the intention to act quickly variable for these 30), and 10 

of those respondents were also missing economic opportunity responses. Rather than 
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attempting to interpret missing data (does a missing urgency response mean the amount of 

time before losing competitive advantage is so great it is inestimable, or does non-response 

mean the nascent entrepreneur felt such a sense of urgency that there was no time to respond 

to the question), the analysis was also conducted with all 109 respondents, letting the SAS 

PROC LOGISTIC deal with missing data. The results obtained were nearly identical to what 

is presented here. In fact, all of the significant coefficients remain significant (although the 

numeric values of the coefficients were slightly larger), and the signs on the coefficients 

remain the same. No additional coefficients were significant. The only other difference is that 

the overall model is significant at the p < .05 level (rather than the p<0.1 level of the model 

presented). Since the alternative results would not have changed the conclusions derived, the 

more conservative results are presented here.      
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Table 1. Means, Standard Deviations and Correlations 

 

 

 

RESULTS 

Two logistics models and one linear regression model were performed to test H1–H5. 

H1, H2, H4, and H5 were tested via a logistic model, the results of which are displayed in 

Table 2. The first column of Table 2 shows the results of the controls-only model, none of 

which are statistically significant. The second column of Table 2 shows the results of the full 

logistic model. 

 

 

  

 N=79 New Intention to Intention to Economic  Previous 

Variables Venture Create Business Act Quickly Opportunity Gender Startups 

Mean 0.48 4.04 9.43 1.43 0.59 1.43 

Std Dev 0.5 1.13 10.61 5.01 0.49 2.34 

New Venture 1 
Intention to 

Create 

Business -0.11 1 

Intention to 

Act Quickly -0.02 0.07 1 
Economic  

Opportunity 0.06 0.01 0.23 1 

Gender -0.13 -0.03 0.23** -0.13 1 
Previous 

Startups 0.02 0.04 0.24 -0.02 0.13 1 

Note:  ** p<0.05, others non-significant at p<0.1 
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Table 2. Logistic Regression Models on New Venture Creation 

N = 79 Controls Only  Full Model 

  Parameter Std Parameter   Std. Odds 

Variable Estimate Error Estimate   Error Ratio 

Intercept 0.22 0.37 3.03 * 1.65 
Intention to 

Create Business -0.70 * 0.39 0.50 

Economic 

Opportunity -4.33 ** 2.25 0.01 
Intention to Act 

Quickly -0.05 0.15 0.95 
Intention to 

Create Business * 

Economic 

Opportunity 1.05 ** 0.53 2.86 
Intention to Act 

Quickly * 

Intention to 

Create Business 0.01 0.04 1.01 

Gender -0.57 0.47 -0.51 0.52 0.60 

Previous Startups 0.03 0.10 0.06   0.11 1.05 

χ
2
/df 1.54/2 12.07/8 * 

P
2
 n.a. 0.10 

Note: *** p < 0.01, **p < 0.05, * p<0.1, two-tailed test 

 

 

The coefficients for intention to create a business (β = -0.70, p < .10) and economic 

opportunity (β = -4.33, p < .05) are both significant and unexpectedly negative, thus refuting 

H1 and H2. The coefficient for the moderated relationship between intention to create a 

business and economic opportunity (β = 1.05, p < .05) is significant and positive, thus 

supporting H4. The coefficients for the moderated relationships between intention to act 

quickly and intention to create a business and the control variables are all insignificant and 

thus H5 is also refuted. The model likelihood ratio, χ2 = 12.07/df=7, p < .10, and a P2 of 0.10 

demonstrate minimally acceptable fit for the overall model. Figure 2 displays these results.  



 

 

Note: *** 

Figure 

 

 

Table 3 displays the results of the regression model calculated to test H3. The results 

shown in the first column indicate that there is no statistically significant relationship 

between economic opportunity and intention 

insignificant.  
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Note: *** p < 0.01, **p < 0.05, * p<0.1, two-tailed test 

Figure 2. Regression Coefficient Results 

Table 3 displays the results of the regression model calculated to test H3. The results 

shown in the first column indicate that there is no statistically significant relationship 

between economic opportunity and intention to create a business as the overall model is 

 

 

Table 3 displays the results of the regression model calculated to test H3. The results 

shown in the first column indicate that there is no statistically significant relationship 

to create a business as the overall model is 
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Table 3. Regression Model on Intention to Create Business 

N=79 Parameter Std 

Variable Estimate Error 

Intercept 4.06 *** 0.26 
Economic 

Opportunity 0.00 0.03 

Gender -0.09 0.27 

Previous Startup 0.03 0.06 

F-statistic 0.07 

R
2
 0.00 

Adjusted R
2
 -0.05 

         Note: *** p < 0.01, **p < 0.05, * p<0.1, two-tailed test 

 

 

 

CONCLUSION 

This study furthers research into individual entrepreneurial intentions, economic 

opportunity, their interrelationship, and their impact on new venture creation, based on 

integrated economic and psychological perspectives. Our results show that the relationship 

between typically assumed drivers of new venture creation is not intuitive and is in fact quite 

complex.  Our results show that increased intention to create a business or increased 

perception of economic opportunity, when considered separately, reduce the probability of 

new venture creation, all else equal. However, when an individual both has higher intention 

to create a business and perceives a greater economic opportunity, the chances of new 

venture creation are much higher than average. If supported by other studies, these results 

have implications for entrepreneurs, educators, policy makers, and researchers.  
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Managerial and Policy Implications 

These results are noteworthy for entrepreneurs because they reinforce the need for 

balance in their approach to venture creation—a strong desire to start a business or a good 

economic opportunity alone is not optimal and may in fact be detrimental, but a combination 

of these two factors increases the probability of achieving new venture creation. Intention 

and economic opportunity may have their individual negative impact through a similar 

mechanism: they may cause nascent entrepreneurs to begin to form a venture only to find 

during the development process that their particular idea is not feasible. Another possibility is 

that negative outcomes are due to the irrational behavior of inexperienced individuals, who 

may wildly overestimate the potential market, until further idea development reveals the lack 

of economic potential and the idea is abandoned. Nascent entrepreneurs should work to 

create a balance in their pursuit, between intent and economic opportunity. If they have high 

intention, they should continue to work to find a valuable economic opportunity before 

embarking on other organizing activities. If they what they feel is a good economic 

opportunity, they should ensure they have the intention required to develop the opportunity, 

before embarking on other organizing activities. Nascent entrepreneurs can do this by 

informing themselves of the actual commitments of time, effort, and resources necessary to 

become a successful entrepreneur, and a developing an accurate vision of themselves in that 

role.  

Educators will find our study results interesting as they illustrate the importance of 

advising nascent entrepreneurs to balance economic opportunity and intent. Focusing on 

either one or the other (such as by working to develop a detailed business plan to the 

detriment of other activities) could reduce the probability of the entrepreneur achieving a 
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successful startup. This study shows that advising nascent entrepreneurs to obtain an accurate 

understanding of what being an entrepreneur is like, and educating them as such, could be as 

important as educating nascent entrepreneurs to complete a business plan. The results of this 

study indicate to policy makers that providing economic incentives to entrepreneurs may not 

be the strongest mechanism available for encouraging further entrepreneurial behavior. This 

study suggests that policies intended to incentivize new venture creation should address not 

only economic opportunity (the current “standard” approach) but also the education of 

nascent entrepreneurs as to an accurate understanding of what being an entrepreneur is like 

so the nascent entrepreneurs can develop a more accurate vision of being an entrepreneur. 

Other literature has suggested that incentive packages should also appeal to individual status, 

power, etc. to entice potential entrepreneurs (Edelman et al., 2010). Our results reinforce this 

previous literature. As an example, our study would also support policy that incents existing 

entrepreneurs to mentor nascent entrepreneurs, as this may help the nascent entrepreneur gain 

a more accurate, vision of being an entrepreneur.  

 For researchers, our study results highlight at least two important points. First, the 

impact of economic opportunity on new venture creation is not universally positive without 

the presence of other motivators and intentions. This challenges the “ubiquitous assumption” 

that economic opportunity drives entrepreneurial behavior that pervades the entrepreneurship 

literature (Carsrud & Brännback, 2011). Second, in our study, increasing levels of intention 

to create a business detracted from new venture creation. The theory of planned behavior 

allows for barriers/facilitators that can interfere with the formation of intention and/or the 

intention–action linkage (Azjen & Madden, 1986; Krueger, 2003b) as well as for  perceived 

behavioral control that can also impact the intention–action linkage (Ajzen, 1991). It is 
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possible that low economic opportunity is perceived as either a barrier or a lack of behavioral 

control in some way.  

Limitations and Future Research 

This study has several limitations. First, the sample frame for this research is narrow, 

including only those individuals that have taken at least one venture startup action. Thus, our 

results cannot be generalized to individuals who are not in this specific phase of venture 

development. Likewise, this study focuses on only one specific phase of the entrepreneurial 

process and the independent variables we consider could, and probably do, have different 

implications in other phases in the venture creation process. It is quite likely that the 

relationship between these variables changes and feeds back through other variables 

throughout the development process (Carsrud & Brännback, 2011; Shane et al., 2003); this 

study does not reflect this likely complexity of variable interaction. 

Finally, in the sample selection process for this study, 30 nascent entrepreneurs out of 

the 109 identified by Lichtenstein et al. (2007) did not answer the question relative to 

urgency. It would have been interesting to know why those individuals did not answer the 

question: Was their sense of urgency so high that they did not view themselves as having the 

time to answer that question? Or was their sense of urgency so low that they did not have the 

information to answer the question? Responses from this group could have had a significant 

impact on the results relative to the importance of urgency. As noted, we did run an analysis 

of the full 109 nascent entrepreneurs with the missing urgency variable data. The results 

obtained with respect to the remaining variables did not change any conclusions discussed 

above. The 30 unavailable responses would have potentially been important to the results 

obtained for the urgency variable, only.   
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CHAPTER 3 

OPPORTUNITY TENSION, NASCENT ENTREPRENEURIAL 

ACTIVITY, AND NEW VENTURE STARTUP 

INTRODUCTION 

 The overall goal of this study is to contribute to the literature on new venture creation 

by examining the relationship between individual cognition, new venture organizing 

activities, and new venture creation. From the very early stages of entrepreneurship research 

authors have been interested in this “emergence” – how a new venture emerges from the 

economy to exploit an opportunity (Gartner, 1993; Lichtenstein, 2011a). Specifically, we 

investigate the relationship between opportunity tension and new venture organizing activity 

rate and concentration. Previous work has demonstrated that average new venture organizing 

activity rate (average activity rate over time) is positively correlated with new venture 

creation, and new venture creation organizing activity concentration (a measure of the 

frequency of activities in specific time periods) is negatively associated with new venture 

creation (Lichtenstein, Carter, Dooley, & Gartner, 2007).  Research has also speculated that 

opportunity tension positively influences both activity rate and activity concentration.  

 Using complexity theory, Levie and Lichtenstein (2010) posit that opportunity 

tension, a combination of the pool of resources available in the economy and the 

commitment/passion of the entrepreneur, drives activity rate and activity concentration. To 

build on this research stream, at least two issues need to be addressed. First, the Levie and 

Lichtenstein (2010) argument was made in the context of existing ventures, rather than in the 

context of individuals attempting to become entrepreneurs. Second, the opportunity tension 

construct has yet to be empirically tested. The purpose of this study is to empirically 
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operationalize the opportunity tension construct and test it in the nascent entrepreneurship 

phase of new venture creation.  

Operationalizing opportunity tension requires support from economic and 

psychological theory regarding individual motivation, intention, and action. By successfully 

testing the opportunity tension construct empirically in this study, we demonstrate the link 

between drivers of individual behavior and complexity theory, thereby bolstering the validity 

of complexity theory in entrepreneurship research.  

This study focuses on individual nascent entrepreneurs, that is, those who have taken 

at least one action to start a venture, but have not yet achieved venture startup (Reynolds, 

2000). Individual opportunity tension is measured via market opportunity and entrepreneurial 

intention measures, and hierarchal regression models are used to test the relationships 

between these measures and two of the activity patterns (rate and concentration) observed by 

Lichtenstein et al. (2007). Our test results show that the theorized opportunity tension 

measures are correlated with activity rate and activity concentration. These results indicate 

valid opportunity tension components and offer preliminary evidence that opportunity 

tension could drive new venture emergence to exhibit the “edge of chaos” behavior observed 

in other emergent complex systems. Overall, these are important contributions to the 

application of complexity theory to entrepreneurship research. The results also emphasize the 

importance of business planning to venture emergence.  

THEORY AND HYPOTHESES 

Literature Review 

The drivers and mechanisms of new venture emergence have been a subject of 

ongoing discussion since the very earliest entrepreneurship literature. One issue that has been 
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the subject of debate is the mechanism by which new ventures emerge from the economic 

system. Consider some of Schumpeter’s (1934) comments on the origin of “new 

combinations”: “Development in our sense is ... carrying out of new combinations” 

(Schumpeter, 1934, p. 66). “By ‘development'’ therefore, we shall understand only such 

changes in economic life as are not forced upon it from without but arise by its own initiative 

from within” (Schumpeter, 1934, p. 63, italics added). Consider Foster’s words nearly 60 

years later: “The entrepreneurial desire to discover new and profitable organizational 

combinations provides what we can now label as a self-organizational impetus within the 

economic system, creating organized complexity” (2000, p. 319, italics added).  

Almost from the inception of the study of entrepreneurship, emergence has been a 

topic of interest—in particular, the emergence of ventures organized to exploit opportunities 

(Gartner, 1993; Lichtenstein, 2011a; Shane & Venkataraman, 2000). In one stream of 

literature on the topic, authors have used complexity science to study the phenomenon of 

entrepreneurial emergence, because complexity science focuses on the dynamics of 

emergence, albeit in physical systems (Lichtenstein, 2011a). Lichtenstein (2011a) reviewed 

28 entrepreneurship studies using complexity science and found that the studies employed 14 

different complexity approaches (i.e., theoretical bases), which he classified  into four 

categories: those that used complexity science as a metaphor, those that focused on 

discovering complexity dynamics after the fact, those that modeled complexity, and those 

that used complexity science to investigate emergence. Of the 28 papers reviewed, only 3 

focused on behavior of the individual, 2 of which used complexity science as a metaphor for 

their argument and the third being a model simulating individual agents. Despite the 

historical interest in new venture emergence, few empirical tests of the complexity theory 
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exist. For a complete review of complexity science literature in entrepreneurship, see 

Lichtenstein (2011a). 

One important paper in the complexity science literature stream, Lichtenstein et al. 

(2007), empirically demonstrates that the startup activity pattern of nascent entrepreneurs 

influences venture startup success. Nascent entrepreneurs, having a higher average rate of 

startup activity overall, with activity spread over time (i.e., not concentrated),  with a slightly 

higher activity rate toward the end of their pursuit, have higher odds of successful startup 

than others (Lichtenstein et al., 2007). These activity patterns are similar to those patterns 

observed in emergent systems that self-organize (Bygrave, 1989; McKelvey, 2004). What the 

Lichtenstein et al. (2007) paper does not empirically test is what drives activity rate and 

activity concentration.  

In order to extend the theory used in the Lichtenstein, et al. (2007) paper to the 

individual, an explanation is needed for what drives individuals to behave in these particular 

patterns. This driver must be the “self-organizational impetus within the economic system” 

that produces the activity patterns which Lichtenstein et al. (2007) showed led to venture 

emergence (Foster, 2000).  Levie and Lichtenstein (2010) offer theoretical insight into the 

driver of entrepreneurial activity by individuals within the economic system, a construct they 

term “opportunity tension.” Opportunity tension is the result of an individual’s mental 

cognition. “Opportunity tension is thus the perception (co-creation) of an untapped market 

potential and the commitment to act on that potential by creating value” (Levie and 

Lichtenstein, 2010, p. 333, italics added). We use this definition of opportunity tension here.  

The purpose of this study is to investigate two aspects of the opportunity tension 

construct theorized by Lichtenstein et al. (2007). First, empirical measures for the 
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components of opportunity tension are defined. Next, the theorized relationships between 

opportunity tension and the activity patterns detected by Lichtenstein et al. (2007) are tested. 

Successful tests provide empirical support for the idea that the cognition of individual 

nascent entrepreneurs gives rise to the activity patterns demonstrated by Lichtenstein et al. 

(2007), thus empirically demonstrating that well-known drivers of individual behavior give 

rise to activity patterns described by complexity theory.  

Opportunity Tension  

 Opportunity tension is conceptualized as the combination of untapped market 

potential and the commitment/passion to act on that potential.  While each will be discussed 

individually below, neither is sufficient alone (Levie & Lichtenstein, 2010). That is, an 

unnoticed opportunity in the market alone does not raise the level of tension in the economic 

system. Likewise, an individual with a high level of commitment/passion alone does not raise 

the level of tension in the economic system unless he/she acts on an opportunity.  

Market Potential 

Theory and research from an economic tradition usually point to the potential for 

economic gain as the key motivator of entrepreneurial behavior (Bygrave & Hofer, 1991; 

Knight, 1921; Schumpeter, 1934; Shane & Venkataraman, 2000). Eckhardt and Shane (2003) 

make the typical argument that the entrepreneur creates a new “means-ends framework” 

(Kirzner, 1997), and therefore the entrepreneur’s subjective vision of opportunity value is the 

relevant measure of the market’s potential return (Edelman & Yli Renko, 2010; Shane et al., 

2003). In fact, the entrepreneur’s estimate of opportunity value has been shown to be a more 

reliable predictor of future venture value than available objective measures (Edelman & Yli 

Renko, 2010). Levie and Lichtenstein (2010) appear to agree with this argument by 
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describing market potential as the “perceived resource pool”—the key point being that the 

relevant market opportunity is the one that is perceived by the potential entrepreneur.  

The perception of the entrepreneur is the key to breaking the means-ends framework, 

and these perceptions are the product of well-known human cognitive processes (Gaglio & 

Katz, 2001; Kirzner, 1997; Mitchell et al., 2002; Mitchell, Smith, Seawright, & Morse, 

2000). Humans process information against mental frames; in most cases information that 

does not agree with these frames is discarded. In some cases the information is processed, 

and the mental frame is adjusted to hold the new information (Gaglio, 2004; Gaglio & Katz, 

2001). This process of mental reorganization as the result of cognitively processing 

previously unprocessed information is the source of new ideas and new perceptions, and the 

driver of the entrepreneur’s vision of the opportunity.  

 Lichtenstein et al. (2007) discuss how the entrepreneur’s vision of market potential is 

similar to adaptive tension (McKelvey, 2004) in the economic system. In complex adaptive 

systems theory, tension reflects an energy differential in the system and drives the emergence 

of orderly constructs which dissipate this energy differential (Meyer, Gaba, & Colwell, 2005; 

Prigogine, 1978). Thus the entrepreneur’s vision of market potential is a driver of the 

activities he/she takes to create the orderly structure of a new venture.  

Commitment/Passion to Create the Organization 

 A commitment and/or passion to become an entrepreneur motivates entrepreneurial 

behavior (i.e., actions). Psychological research has shown that commitment and passion are 

motivators that develop intentions, and intentions relatively reliably lead to their related 

actions (Ajzen, 1991; Kim & Hunter, 1993). The entrepreneurship literature is replete with 

authors arguing that entrepreneurship is an intentional act (i.e., one has to intend to create a 
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venture/become an entrepreneur) (Bird, 1988; Krueger et al., 2000; Krueger, 2000; Shook et 

al., 2003).  

 Based on the above, an appropriate theoretical basis for understanding the impact of 

commitment/passion is to view it through the lens of the theory of planned behavior (Azjen 

& Madden, 1986), which explains the relationship between motivators, intentions, and 

behaviors. A high-level summary of the relevant portion of the theory of planned behavior is 

depicted as: motivator � intention � behavior  (Krueger et al., 2000). Using that high-level 

summation, commitment/passion can be viewed as a motivator of intentions; the intentions 

then drive entrepreneurial behaviors (actions).  

For our study, the key relationship is the intention � behavior linkage. First, that 

relationship is clear, direct, and reliable (Ajzen, 1991; Kim & Hunter, 1993). Second, 

Carsrud et al. (2011) point out that in entrepreneurship research the intention–action linkage 

needs more attention (Carsrud & Brännback, 2011).  

Fortunately, entrepreneurial intention has been widely used to represent an 

individual’s commitment/passion to become an entrepreneur over a long period of time 

(Palich & Ray Bagby, 1995; Thompson, 2009). Thompson (2009) reviews 26 articles 

published between 1999 and 2004, each of which uses some conceptualization of 

entrepreneurial intent as either an independent or dependent variable, and observes that “the 

intention of individuals to set up new businesses has proven to be a fundamental, enduring, 

and frequently used construct in research on entrepreneurship” (Thompson, 2009, p. 669). 

While the overall purpose of Thompson’s (2009) article is to provide a critical review of the 

disparate definitions of entrepreneurial intention that have been used in the literature, the 

important point is the relative resiliency he found in the construct over many different 
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definitions and uses. The construct is a relatively reliable measure of an individual’s intention 

to become an entrepreneur. This is important because it shows that entrepreneurial intention 

is an intention that can elicit many actions (i.e., becoming an entrepreneur requires taking a 

number of actions). Rather than adding to Thompson’s (2009) critique by creating yet 

another definition of entrepreneurial intention, we follow Katz and Gartner’s (1988) 

definition of intention as “an agent’s seeking information that can be applied toward 

achieving the goal of creating a new organization” (p. 433) and operationalize that definition 

by following Brush et al. (2008) who found four different variables in the PSED data set that 

could represent entrepreneurial intention.  

Market Potential and Commitment/Passion   

Market opportunity is a function of an entrepreneur’s subjective vision, and higher 

market opportunity drives more new venture organizing activity (Eckhardt & Shane, 2003). 

A larger opportunity is likely to elicit a more rapid response from the individual that 

notices/discovers it. Also, a larger opportunity is likely to elicit more effort over time. There 

is a direct relationship between market opportunity and new venture creation activity. A 

similar argument can be made for the direct relationship between entrepreneurial intention 

and new venture creation activity. The higher an individual’s entrepreneurial intention, the 

more likely it is that he/she will pursue any and all feasible opportunities. Because of the 

strength of these motivators, market opportunity and entrepreneurial intention positively 

reinforce each other. Existing research supports this assertion.  

Research has shown that an individual’s perceptions of new business opportunities 

moderate his/her firm creation (Busenitz & Lau, 1996; Choi & Shepherd, 2004; Mitchell et 

al., 2000; Thompson, 2009). Therefore it is likely that the entrepreneur’s vision of market 
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opportunity moderates the relationship between entrepreneurial intent and new venture 

creation. From a complexity science perspective, this makes sense because market 

opportunity reflects a perception of tension in the economy while entrepreneurial intent 

reflects tension in the individual. When both perception of market opportunity and 

entrepreneurial intent are at a high level, they will reinforce each other and the new venture 

creation activity will respond in kind.  

Hypotheses 

 Lichtenstein et al. (2007) define activity rate as “the number of activities undertaken 

over a period of time—the higher the rate, the more activities are undertaken in a given 

period of time…. rate measures the average pace of organizing across the event history” (p. 

240).  

The larger the opportunity an individual believes he/she is pursuing, the more effort 

he/she is willing to put into that pursuit. This increased level of effort is manifest in more 

new venture startup activities being pursued and/or the same number of activities as others 

being done in a shorter amount of time. Either of these outcomes will produce a higher 

average rate of new venture startup activity.  

In terms of complexity science, adaptive tension reflects the difference between the 

system’s current and desired state. Lichtenstein et al. (2007) argue that in the economic 

system “adaptive tension is created through a perceived opportunity” (p. 237). If you will, 

this is the nascent entrepreneur’s view of how “out of equilibrium” the economy is, and the 

economic opportunity to be exploited by bringing the economy to it’s “desired state” (i.e. 

equilibrium).  Lichtenstein et al. (2007) further explain the relationship of adaptive tension to 

activity rate as follows “The idea of adaptive tension has also been used to explain the 
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emergence of order across a broad range of organizational, sociological, and economic 

phenomena . . . . For example, when a technical or process innovation . . . creates 

disequilibrium between an entrepreneur and the current market, the resulting adaptive tension 

drives the emergence of new firms . . . ; and ultimately new industries . . . . These studies and 

others have shown that the higher the adaptive tension, the greater the rate of order-creation 

activities in the system” (p. 241).  

Thus, perceived market opportunity (i.e., the portion of opportunity tension most 

closely associated with adaptive tension as described here) will have a positive correlation to 

activity rate. We therefore hypothesize:  

H1a: Perceived market opportunity is positively correlated with organizing activity rate.  

The positive correlation between perceived market opportunity and activity rate also 

extends to activity concentration. Lichtenstein et al. (2007) define activity concentration as 

the “degree to which most of the organizing activities were performed closely together in 

time” (p. 240).  Higher perceived market opportunity increases new venture creation 

organizing activity (Eckhardt & Shane, 2003; Shane, 2008). This increased activity, when 

high enough and temporally associated with the rise in the perception of increased market 

opportunity, causes activities to be performed more “closely together in time” relative to the 

prior activity rate. This increase in activity pace results in higher activity concentration. Thus, 

we hypothesize:  

H2a: Perceived market opportunity is positively correlated with organizing activity 

concentration.  

 New firm formation is an intentional activity, therefore it reflects planned behavior 

(Krueger et al., 2000; Shook et al., 2003). Even if the opportunity is discovered accidentally, 
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motivational theories suggest that some level of intentionality precedes action (Azjen & 

Madden, 1986). Individuals differentially pursue perceived opportunities because of 

differences in levels of intentionality (Krueger, 2007). Entrepreneurial intentionality has been 

shown to positively correlate with entrepreneurial behavior consistently, across many diverse 

definitions and measures of the construct (Brush et al., 2008; Davidsson, 1995; Kolvereid, 

1996; Thompson, 2009).  

 Brush et al. (2008) found four different potential measures of entrepreneurial 

intentionality in the PSED database: creation of a business plan, developing projected 

financial statements, beginning to pursue the venture on a full-time basis, and attending a 

new business creation workshop. Our study uses all of these indicators. Developing a 

business plan is a clear indicator of seeking information and is positively correlated with new 

venture organizing activity rate because planning not only uncovers other necessary tasks, it 

also sequences those tasks and makes their completion more efficient. Developing financial 

statements for the nascent venture has a positive correlation with new venture organizing 

activity rate because financial statements also point out other necessary tasks by 

demonstrating what figures can and cannot be reliably estimated. Those numbers that cannot 

be reliably estimated elicit more research, and those numbers that can be reliably estimated 

but are not in the range desired elicit more activity by the nascent entrepreneur to develop 

other approaches in order to bring the numbers into an acceptable range. Deciding to pursue 

the new venture organizing activity on a full-time basis allows more time for activity 

accomplishment, which results in a positive correlation with organizing activity rate. Finally, 

attending a workshop or course on starting a business will educate the individual on the 

startup activities needed, resulting in a positive correlation with organizing activity rate.  
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 Each of these intentional acts increases the amount of information available to the 

nascent entrepreneur. Processing new information is a key driver of the cognitive process of 

identifying entrepreneurial perceptions (Gaglio, 2004; Gaglio & Katz, 2001; Mitchell et al., 

2002).  Thus these intentional actions increase tension in the nascent entrepreneur’s mind, 

giving him more things to think about and more actionable ideas. Taking each of these 

intentional actions will increase overall activity rate. We thus hypothesize:  

H1b1: Development of a business plan is positively correlated with organizing activity rate.  

H1b2: Developing projected financial statements for the nascent venture is positively 

correlated with organizing activity rate.  

H1b3: Beginning to pursue the development of a venture on a full-time basis is positively 

correlated with organizing activity rate.  

H1b4: Completing a business startup workshop/course is positively correlated with 

organizing activity rate.  

As higher entrepreneurial intention drives higher activity rates, the increase in activity 

rate drives higher activity concentration (i.e. more activities are done in each time period).  

This results in higher activity concentration. At sufficient levels the increase in activity 

concentration becomes statistically detectible.  We therefore hypothesize:   

H2b1: Development of a business plan is positively correlated with organizing activity 

concentration. 

H2b2: Developing projected financial statements for the nascent venture is positively 

correlated with organizing activity concentration. 

H2b3: Beginning to pursue the development of a venture on a full-time basis is positively 

correlated with organizing activity concentration. 
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H2b4: Completing a business startup workshop/course is positively correlated with 

organizing activity concentration.  

  Perceived market opportunity and entrepreneurial intention reinforce each other’s 

impact on new venture organizing activity. An individual with high entrepreneurial intention 

will pursue an opportunity with higher market potential much more vigorously than one with 

lower potential. This vigorous pursuit will result in a positive correlation with new venture 

organizing activity rate. Existing research agrees with this assertion by showing that the 

setting up of new firms by individuals with intent is moderated by perceptions of new 

business opportunities (Busenitz & Lau, 1996; Choi & Shepherd, 2004; Mitchell et al., 

2000).  

Market opportunity size is one perception of the overall opportunity and it is a strong 

motivator to elicit more activity intended to get the nascent venture operational. Individuals 

with intention will execute a higher number of intentional actions and develop more 

information. Processing this information will create changes in the nascent entrepreneur’s 

vision (Gaglio & Katz, 2001); when the perceived market opportunity increases due to this 

feedback, the process will be reinforced. In this way, perceived market opportunity positively 

moderates the relationships between each of the measures of entrepreneurial intention and 

new venture organizing activity rate. Thus we hypothesize:  

H1c1: Perceived market opportunity positively moderates the relationship between 

developing a business plan and activity rate.  

H1c2: Perceived market opportunity positively moderates the relationship between 

developing projected financial statements and activity rate.  
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H1c3: Perceived market opportunity positively moderates the relationship between 

beginning to pursue the development of a venture on a full-time basis and activity rate.  

H1c4: Perceived market opportunity positively moderates the relationship between 

completing a business startup workshop/course and activity rate.  

Similarly to the interaction between perceived market opportunity and intention 

variables, the intention variables themselves can reinforce each other. Because previous 

research has shown the moderating impact of perceptions of business opportunities on the 

setting up of new firms (Busenitz & Lau, 1996; Choi & Shepherd, 2004; Mitchell et al., 

2000), the activity that creates the most information about the new venture (thus eliciting the 

most opportunity for new perceptions and ideas) will moderate the intensity of the other 

intentions similar to the feedback process described above for perceived market opportunity. 

Developing a business plan is the intentional action that develops the most new information 

about the nascent venture, therefore it will positively moderate the intensity of the other 

intentional activities.  

Previous research into the impacts of business planning points to the ability of 

business planning to positively moderate the influence of other venture startup activities on 

venture startup (Delmar & Shane, 2003). Delmar and Shane (2003) argue that business 

planning facilitates venture startup by improving the quality of the actions because planning 

creates a framework for the actions. Delmar and Shane (2003) support this argument with 

three points: (1) planning identifies the actions necessary to achieve startup, (2) planning 

facilitates faster decision making by identifying the information needed in order to make the 

decision, and (3) planning facilitates the efficient management of resources. Consistent with 

their argument, Delmar and Shane (2003) conclude that business planning is a valuable tool 
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for nascent entrepreneurs because it facilitates venture startup, and they assert that planning 

may be more valuable in the nascent stage than when operations begin because the startup 

stage is more confusing with less information available than in operational stages. We 

therefore hypothesize:  

H1c5: Developing a business plan positively moderates the relationship between developing 

projected financial statements and activity rate.  

H1c6: Developing a business plan positively moderates the relationship between beginning 

to pursue the development of a venture on a full time basis and activity rate.  

H1c7: Developing a business plan positively moderates the relationship between completing 

a business startup workshop/course and activity rate.  

 Given the relationship between activity rate and activity concentration (i.e., a burst of 

activity increases concentration), the moderation discussed above also applies to the 

relationship between opportunity tension and activity concentration. An individual with high 

entrepreneurial intention will pursue an opportunity with higher market potential much more 

vigorously than one with lower potential. This higher activity level will increase activity 

concentration. Thus we hypothesize:  

H2c1: Perceived market opportunity positively moderates the relationship between 

developing a business plan and activity concentration.  

H2c2: Perceived market opportunity positively moderates the relationship between 

developing projected financial statements and activity concentration.  

H2c3: Perceived market opportunity positively moderates the relationship between 

beginning to pursue the development of a venture on a full time basis and activity 

concentration.  
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H2c4: Perceived market opportunity positively moderates the relationship between 

completing a business startup workshop/course and activity concentration.  

Business planning has a positive moderating effect on other venture organizing 

activities (Delmar & Shane, 2003). Business planning creates a framework for the 

completion of other tasks, improves the quality of actions, and speeds decision making 

(Delmar & Shane, 2003). A better activity framework, decisions made more quickly, and 

improved activity quality all increase activity concentration. We therefore hypothesize:  

H2c5: Developing a business plan positively moderates the relationship between developing 

projected financial statements and activity concentration.  

H2c6: Developing a business plan positively moderates the relationship between beginning 

to pursue the development of a venture on a full-time basis and activity concentration.  

H2c7: Developing a business plan positively moderates the relationship between completing 

a business startup workshop/course and activity concentration. 

Figure 3 displays the hypothesized relationships in H1a–H1c7 and Figure 4 displays 

the hypothesized relationships in H2a–H2c7.   

  



 

 

Figure 3. Opportunity Tension Relationship to Activity Rate
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Figure 4. Opportunity Tension Relationship to Activity Concentration
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. Opportunity Tension Relationship to Activity Concentration
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METHOD 

Dependent Variables 

Activity rate and activity concentration are the dependent variables in our study, as 

calculated and provided by Lichtenstein et al. (2007), who found in their full model that these 

two variables had significant impacts on new venture startup. Activity rate is calculated as 

the average of the number of activities undertaken during the nascent entrepreneur’s pursuit. 

It is the number of activities conducted divided by the pursuit duration in months. “Rate is 

defined as the total number of activities divided by the total duration of the process”.  

(Lichtenstein et al., 2007, p. 248) 

  Activity concentration is a measure of temporal compaction of activity. “Temporal 

concentration is measured by the degree to which organizing activities are clustered together 

in time. A high degree of clustering is measured as high temporal concentration, whereas 

when activities are dispersed or scattered over time there is a low temporal concentration.” 

(Lichtenstein et al., 2007, p.248 ).  

 In the data supplied by Dr. Lichtenstein, activity rate and activity concentration are 

calculated for 93 of the 109 nascent entrepreneurs. Since these variables were independent 

variables in the Lichtenstein et al. (2007) study, their analysis was conducted with these 

values missing. No explanation was offered for why these 16 values are not calculated, nor 

was any sensitivity analysis reported for the potential implications of these missing values.   

Independent Variables 

 Perceived market opportunity is a continuous variable representing the nascent 

entrepreneur’s subjective expectation of the venture’s likely income or revenue in the first 

year of the operation (Eckhardt & Shane, 2003; Edelman & Yli Renko, 2010; Kirzner, 1997).   
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 We used four indicators of entrepreneurial intent that were derived by Brush et al. 

(2008) from the PSED database:  respondents were asked to report whether or not they had 

developed a business plan, developed financial statements, started working full time on the 

nascent venture, or attended workshops on starting a new venture.  We applied each of these 

four variables independently in our study.  

 Please see Appendix B for the PSED questions that produced each variable used 

herein.  

 Each independent variable is calculated by using its initial wave 1 value as a baseline, 

and then detecting activity from that baseline. Responses from waves 2–4 are compared to 

their initial value in wave 1. When an activity is completed in the case of the intention 

variables, an indicator is set to 1. If no change is detected, the indicator is set to 0. As an 

example, if a business plan was complete in wave 1, the indicator was set to 0. Conversely, if 

the business plan was not complete in wave 1 and then was indicated as completed sometime 

in waves 2–4, the indicator was coded 1. A similar but slightly different algorithm was 

followed for the indicator of perceived market opportunity. The wave 1 responses were 

examined and the indicator for higher perceived market opportunity was set to 1 when a 

higher perceived market opportunity was recorded in waves 2–4; in all other cases the 

indicator for higher perceived market opportunity was set to 0 (i.e., when the estimated year 1 

revenue remained the same or was absent from the responses). These measures are intended 

to assess rising opportunity tension.  

Control Variables  

 The control variables in this study are comprised of gender, level of competition, and 

industry. Gender is equal to 1 if male, 0 if female. Gender has been shown to be a significant 
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variable in previous studies of entrepreneurial cognition (Edelman et al., 2010; Manolova et 

al., 2008), thus it is important to control for gender here.  

Level of competition is the nascent entrepreneur’s perception of the competitiveness 

of the industry in which they intend to compete (0=no competition, 1=low competition, 

2=moderate competition, 3=strong competition). This variable could influence the nascent 

entrepreneur’s perception of market opportunity value and thus it is pertinent to our study.  

Industry of the nascent venture is based on SIC code and narrowed to 10 different 

industry segments, tested via 9 binary variables. The reference industry (i.e. the tenth 

industry) is manufacturing, there were 4 manufacturing industry entrants in the data.  

Analytic Model 

The dependent variables in this study are activity rate and activity concentration, as 

calculated by Lichtenstein et al. (2007). Both of these variables are continuous, the analysis 

is conducted using hierarchical regression models.  

The data employed in this study are from the Panel Study of Entrepreneurial 

Dynamics (PSED). Lichtenstein et al. (2007) created an extract from the PSED and were 

kind enough to share it with us. For a discussion of their data selection process and a detailed 

description of the sampling used to generate the PSED, see Lichtenstein et al. (2007). Of the 

93 respondents for which we have dependent variables, 10 did not respond to the PSED 

question that produced the market opportunity variable at any time during the four waves of 

data gathering. Ultimately these 10 respondents were dropped from the data, and the analysis 

presented here is based on the 83 responses for which full data was available.  

 Using our data preparation algorithm (i.e. detecting a change in the underlying 

variables), it would have been feasible to include the 10 records eliminated. These 10 records 
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would simply have resulted in no change being detected, and thus no growth in market 

opportunity would have been recorded. In fact, this analysis was completed and there were 

no differences in results that would have changed any conclusions drawn in this 

investigation. With respect to the activity rate models, the coefficient values were slightly 

different but all were of the same sign and there were no differences in which coefficients 

were significant. With respect to the activity concentration models, the only difference was 

that the third, full model was nonsignificant overall; whereas in the results presented here the 

third full model is significant, but not a better fit to the data than the second model (the direct 

model). Given the similarity of the results, the decision was made to present results that were 

based the 83responses that were complete.  

 Table 4 displays the descriptive statistics for all variables used in this study. Appendix 

B contains the specific PSED questions used to collect the data, and Appendix D contains 

additional descriptive data (frequency and mean data) for the variables used in this study.  
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Table 4. Means, Standard Deviations and Correlations 

N = 83 Activity Activity Market  Business Financial Full  Work 

Rate Conc Opp Plan Statement Time Shop 

Mean 0.74 -0.17 0.28 0.13 0.31 0.17 0.17 

Standard Deviation 0.90 0.12 0.45 0.34 0.47 0.38 0.38 

Activity Rate 1 

Activity Concentration -0.01 1 

Market Opportunity 0.19 -0.45 * 1 

Business Plan 0.13 -0.23 *** 0.31 * 1 

Financial Statement 0.25 -0.14 0.28 * 0.20 ** 1 

Full Time 0.08 -0.06 0.15 0.20 ** 0.11 1 

Workshop 0.13 -0.01 0.15 0.11 0.18 0.14 1 

Competition 0.07 -0.07 0.07 0.04 0.08 -0.03 0.02 

Gender -0.29 * 0.03 -0.10 -0.12 -0.14 0.04 -0.03 

Business Service -0.11 -0.08 0.02 -0.01 -0.09 -0.02 0.18 

Consulting Service -0.14 -0.01 -0.04 -0.02 -0.07 -0.16 -0.05 

Retail 0.23 0.23 -0.20 0.00 0.16 0.01 0.01 

Agriculture 0.03 -0.05 0.02 -0.08 0.01 -0.09 -0.09 

Construction 0.00 -0.28 * 0.25 *** 0.17 0.23 *** 0.14 -0.07 

Wholesale 0.15 0.02 0.08 -0.06 -0.11 -0.07 -0.07 

Media  -0.11 -0.13 0.10 0.01 -0.02 0.21 ** -0.02 

Transportation -0.02 0.11 -0.10 -0.06 0.06 0.14 -0.07 

Note: *p < .10, **p < .05, ***p < .01. 
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Table 4. Means, Standard Deviations and Correlations (continued) 

N = 83 Business Consulting 

Comp Gender Service Service Retail Agr Const Whsl Media Trans 

Mean 1.83 0.60 0.37 0.11 0.28 0.04 0.02 0.02 0.08 0.02 

Standard Deviation 0.75 0.49 0.49 0.31 0.45 0.19 0.15 0.15 0.28 0.15 

Activity Rate 

Activity Concentration 

Market Opportunity 

Business Plan 

Financial Statement 

Full Time 

Workshop 

Competition 1 

Gender 0.08 1 

Business Service -0.09 0.12 1 

Consulting Service 0.18 0.05 -0.27 *** 1 

Retail 0.14 -0.10 -0.48 * -0.22 *** 1 

Agriculture -0.04 -0.11 -0.15 -0.07 -0.12 1 

Construction -0.07 -0.03 -0.12 -0.05 -0.10 -0.03 1 

Wholesale -0.18 -0.03 -0.12 -0.05 -0.10 -0.03 -0.02 1 

Media  -0.16 -0.11 -0.23 *** -0.11 -0.19 -0.06 -0.05 -0.05 1 

Transportation 0.04 0.13 -0.12 -0.05 -0.10 -0.03 -0.02 -0.02 -0.05 1 

Note: *p < .10, **p < .05, ***p < .01. 
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RESULTS 

The hypotheses related to each dependent variable were tested with two separate 

hierarchal regression models. Tables 5 and 6 display the results of these regressions. For the 

first model in Table 5, which includes the control variables, the overall F value of 1.54 is not 

significant. For the second model, which includes the controls and direct effects (testing H1a 

and H1b1–H1b4), the overall model F value of 1.47 is also not significant. The third set of 

results in Table 5 displays the full model used to test all hypotheses related to activity rate. 

The overall model is significant, F = 2.70, p < .01, R2 = .50, adjusted R2 = .31, demonstrating 

acceptable model fit.  

The models include a number of binary independent variables and a number of 

moderated relationships. For this reason, we took particular care to test for multicollinearity. 

The smallest model variable tolerance is 0.16, well above the 0.10 minimum advocated in 

earlier research (Afifi & Clark, 1984). The largest variable inflation factor is 6.24, well under 

the advocated maximum of 10 (Neter, Wasserman, & Kutner, 1985). The overall model 

condition index is 19.76, well under 30 which is the onset of “moderate multi-collinearity” 

(Belsey, Kuh, & Welsch, 1980). Based on these tests, multicollinearity is not a problem with 

these models. 

The coefficients for business plan (β = -1.28, p < .05), full time (β = 0.84, p < .01), 

the moderated relationship between market opportunity and business plan (β = 1.46, p < .01), 

the moderated relationship between market opportunity and full time (β = -1.17, p < .05), the 

moderated relationship between business plan and full time (β = -1.12, p < .1), and the 

moderated relationship between business plan and workshop (β = 1.73, p < .01) are all 

significant, while all the other coefficients are nonsignificant. Finally, the model comparison 
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tests show that the full model has significantly higher explanatory power than do the first two 

models (F = 3.20, p < .01). Clearly the full model has the best fit with the data. 
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Table 5. Hierarchal Regression Results on Activity Rate 

Controls Only Direct Effects Full Model 

N = 83 Parameter  Std Parameter  Std Parameter  Std 

Estimate Error Estimate Error Estimate Error 

Intercept .90 * 0.54 0.81 0.54 0.87 * 0.49 

Market Opportunity 0.27 0.25 0.25 0.35 

Business Plan 0.06 0.31 -1.28 ** -0.55 

Financial Statement 0.29 0.24 0.40 0.27 

Full Time 0.19 0.28 0.85 *** 0.32 

Workshop 0.17 0.27 -0.49 -0.32 

Market Opportunity 
* Business Plan  1.46 *** 0.55 
Market Opportunity 
* Financial 
Statement -0.39 0.50 

Market Opportunity 
* Full Time -1.17 ** 0.56 

Market Opportunity 
* Workshop  0.77 0.53 

Business Plan * 
Financial Statement 0.93 0.60 

Business Plan * Full 
Time -1.12 * -0.65 

Business Plan * 
Workshop 1.73 *** 0.65 

Competition 0.13 0.14 0.08 0.14 -0.02 0.13 

Gender -0.52 
*
* 0.20 -0.45 ** 0.21 -0.31 0.19 

Business Services -0.16 0.47 -0.26 0.48 -0.19 0.42 

Consulting Services -0.46 0.53 -0.44 0.53 -0.35 0.46 

Retail 0.18 0.48 0.11 0.50 0.12 0.44 

Agriculture -0.09 0.68 -0.11 0.68 0.03 0.60 

Construction -0.08 0.76 -0.63 0.80 -0.04 0.75 

Wholesale 0.80 0.77 0.78 0.77 0.75 0.67 
Education and 
Media -0.46 0.56 -0.64 0.57 -0.49 0.51 

Transportation -0.04 0.76 -0.14 0.80 -0.55 0.69 

F value 1.54 1.47 2.70 *** 

R
2
 0.18 0.25 0.50 

Adj. R2 0.06 0.08 0.31 

Model Comparison F-test  1.29 3.20 *** 

Note: *p < .10, **p < .05, ***p < .0.1 
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Table 6. Hierarchal Regression Results on Activity Concentration 

Controls Only Direct Effects Full Model 

N = 83 Parameter  Std Parameter  Std Parameter  Std 

Estimate Error Estimate Error Estimate Error 

Intercept -0.12 0.07 -0.07 0.07 -0.05 ** 0.07 

Market Opportunity -0.09 *** 0.03 -0.13 *** 0.05 

Business Plan -0.04 0.04 -0.14 * 0.08 

Financial Statement 0.00 0.03 -0.04 0.04 

Full Time 0.02 0.04 0.03 0.05 

Workshop 0.02 0.04 0.01 0.05 

Market Opportunity 
* Business Plan  0.13 0.08 
Market Opportunity 
* Financial 
Statement 0.09 0.08 

Market Opportunity 
* Full Time -0.05 0.08 

Market Opportunity 
* Workshop  -0.01 0.08 

Business Plan * 
Financial Statement 0.08 0.09 

Business Plan * Full 
Time -0.03 0.10 

Business Plan * 
Workshop 0.02 0.10 

Competition -0.03 0.02 -0.02 0.02 -0.02 0.02 

Gender 0.01 0.03 -0.01 0.03 -0.01 0.03 

Business Services -0.02 0.06 -0.05 0.06 -0.06 0.06 

Consulting Services 0.00 0.07 -0.04 0.07 -0.04 0.07 

Retail 0.04 0.06 0.00 0.07 -0.01 0.07 

Agriculture -0.04 0.09 -0.07 0.09 -0.09 0.09 

Construction -0.23 ** 0.10 -0.18 * 0.10 -0.23 ** 0.11 

Wholesale -0.01 0.10 -0.02 0.10 -0.01 0.10 
Education and 
Media -0.07 0.07 -0.08 0.07 -0.10 0.08 

Transportation 0.08 0.10 0.02 0.10 0.02 0.10 

F value 1.47 1.83 ** 1.53 * 

R
2 0.17 0.29 0.36 

Adj. R2 0.05 0.13 0.13 

Model Comparison F-test  2.28 ** 1.48 

Note: *p < .10, **p < .05, ***p < .01. 
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Table 6 displays the results of the regression models calculated to test hypotheses 

H2a–H2c7, those hypotheses related to activity concentration. The first model includes the 

control variables; the overall model F value of 1.47 is not significant. The second model 

includes the controls and direct effects (testing just H2a–H2b4); the overall model is 

significant, F = 1.83, p < .05, R2 = .29, adjusted R2 = .13, demonstrating moderately 

acceptable model fit. Two of the coefficients in the model are significant, that for market 

opportunity (β = -0.09, p < .01) and construction (β = -0.18, p < .10). Because activity 

concentration is coded as a negative value, these negative coefficients demonstrate a positive 

correlation between market opportunity, the construction industry, and activity concentration. 

The third set of results in Table 6 displays the full model used to test all hypotheses related to 

activity concentration. The overall model is significant, F = 1.53, p < .10, R2 = .36, adjusted 

R
2 = .13, demonstrating minimally acceptable model fit. Three coefficients in the model are 

significant, those for market opportunity (β = -0.13, p < .01), business plan (β = -0.14, p < 

.10), and construction (β = -0.23, p < .05). Unfortunately, the model comparison F test 

between the second model and the full model is nonsignificant (F = 1.48), indicating that the 

second model actually fits the data better than the full model.  

The results displayed in Table 5 show no support for a relationship between market 

opportunity and average activity rate (H1a), mixed support for relationships between 

entrepreneurial intentions and average rate (H1b1–4), and mixed support for the moderated 

relationships between intentions and average rate (H1c1–7).  

All else equal, completing a business plan actually reduces the average activity rate, 

refuting H1b1. However, all else equal, beginning to pursue the nascent venture on a full- 
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time basis increases the average activity rate, supporting H1b4. No other direct effects were 

significant, thus H1a, H1b2, and H1b4 receive no support. 

With respect to the hypotheses regarding the moderating effects of rising perceived 

market opportunity, with all else equal, completing a business plan combined with a rising 

perceived market opportunity has a strong positive impact on average activity rate, 

supporting H1c1. However, all else equal, a rising perceived market opportunity combined 

with beginning to pursue the nascent venture on a full-time basis has a strong negative 

impact on average activity rate, refuting H1c3. The impact of completing a business plan and 

beginning to pursue the venture on a full-time basis reverse (negative to positive, positive to 

negative) in the presence of rising perceived market opportunity.   

With respect to the hypotheses regarding the moderating effects of completing a 

business plan, with all else equal, completing a business plan combined with beginning to 

pursue the nascent venture on a full-time basis is negatively correlated with average activity 

rate, refuting H1c6. All else equal, completing a business plan combined with attending a 

workshop or course on new venture creation has a strong positive relationship with average 

activity rate, supporting H1c7.  

The results displayed in Table 6 show support for a relationship between market 

opportunity and activity concentration (H2a), mixed support for the relationship between 

completing a business plan and activity concentration (H2b1), no support for relationships 

between the other entrepreneurial intentions and activity concentration (H2b2–4), and no 

support for the moderated relationships between intentions and activity rate (H2c1–7).  

With respect to the direct relationship between rising market opportunity and activity 

concentration, the effect shows up in both the direct and full model. Activity concentration is 
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coded with negative values, so the negative coefficient is signifying a positive correlation. 

Interestingly enough, being a nascent venture entering the construction industry has a 

positive relationship with activity concentration (almost twice as strong a relationship in fact, 

as compared to rising market opportunity), and this effect is resilient between the second and 

full models. In the full model, the minimally significant coefficient associated with 

completing a business plan supports H2b1. While the full model is not overall superior to the 

second model, one could say that, after controlling for all of the hypothesized moderated 

relationships, the direct relationship between completing a business plan and activity 

concentration begins to emerge.   

CONCLUSION 

While these results may look complex at first glance, most of the findings make 

logical sense. Table 7 summarizes the significant coefficients from Table 5, the results of the 

analysis of the relationship between opportunity tension and activity rate. Since these 

independent variables are all dichotomous, the coefficients reflect the impact of the 

independent variables when they take the value “1”; or in the case of the moderation, when 

both variables take the value “1” (Brambor, Clark, & Golder, 2006) 
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Table 7. Summary of Significant Coefficients from Table 5. 

Direct 

Market 

Opportunity Business Plan 

Effect Moderation Moderation 

Business Plan -1.28 ** 1.46 *** 

Full Time 0.85 *** -1.17 ** -1.12 * 

Work Shop 1.73 *** 

Note: *p < .10, **p < .05, ***p < .01. 
 

 

Aside from the controls, the only variable that does not seem to have an impact on 

activity rate is the preparation of financial statements. If a business plan is prepared, and 

there is no increase in market opportunity, the activity rate decreases. This makes sense 

because, if the business plan has shown that the market opportunity is not a good one, 

activity may stop and the nascent entrepreneur may elect to abandon the pursuit. If the 

nascent entrepreneur elects to begin pursuing venture startup on a full-time basis, more time 

is available to accomplish tasks, and thus the activity rate increases. When these two 

phenomena occur and the market opportunity is perceived to be getting larger, the impact is 

just the opposite; completing the business plan points out other activities that are needed, and 

the prospect of an opportunity that appears to be even better than originally thought 

motivates the nascent entrepreneur to complete more activities. Deciding to pursue the 

nascent venture on a full-time basis, in the presence of an opportunity that appears to be 

better than originally thought, may signal that the nascent entrepreneur is on the verge of 

actual startup, which would stop startup activities. The same effect occurs when the decision 

is made to pursue the nascent venture full time in those cases where a business plan has been 

completed. The business plan has pointed out the actions that need to be taken, and switching 
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to work full time on the venture signals that startup is imminent. However, attending a 

workshop or course on how to start a business and completing a business plan (almost 

certainly a recommendation of the workshop or course) more clearly articulates the needed 

activities, their proper order, etc. and facilitates a more efficient approach, thus increasing the 

activity rate.  

 With respect to activity concentration, the relationships seem straightforward. An 

increasing perceived market opportunity motivates a flurry of activity on the part of the 

nascent entrepreneur. This flurry of activity results in higher activity concentration. In the 

case of the full model that controls for the noise of the other interactions, completing a 

business plan has the same impact as described above—the plan shows the nascent 

entrepreneur the additional activities needed and the order in which the activities are needed, 

resulting in a burst of activity. Organization theory supports the idea that planning makes the 

pursuit of a multistep process more efficient (i.e., the activities happen more quickly) (Liao 

& Gartner, 2007). This burst shows up as a higher concentration of activities.  

With respect to the consistent, positive impact of being in the construction industry, 

these results were likely superfluous as there were only two nascent ventures in this study in 

the construction industry.  

Theoretical Implications 

Importantly, the results of this study support the existence of an opportunity tension 

construct and show that it is related to average activity rate and activity concentration as 

hypothesized. There are several other noteworthy observations as well. 

First, relatively straightforward individual thinking elicits behavior patterns that are 

consistent with patterns expected from complex systems that exhibit emergence. If validated 



 

62 

 

by other studies, this is an important step in demonstrating that complexity theory can be 

more than a metaphor in explaining entrepreneurial behavior. The opportunity tension 

construct could be a key variable in entrepreneurship complexity science. 

Second, the opportunity tension construct, as used here, appears to be a combination 

of perceived market opportunity and entrepreneurial intent. Our results point to three 

potential measures of intent that are important components of opportunity tension: 

completing a business plan, beginning to pursue the opportunity on a full-time basis, and 

attending a new business startup workshop. Of these, business planning appears to impact the 

efficacy of the others.  

Third, this study supports the idea that new combinations, as first discussed by 

Schumpeter, can emerge from actors within the economic system due to their individual 

cognition and information. Our study supports the Schumpeterian idea that entrepreneurs can 

drive the economy to higher levels of performance through their own initiative, rather than 

the economy being driven exclusively by external shocks.  

Fourth, our findings hint that opportunity tension could give rise to edge of chaos–

like results in the nascent venture stage of venture creation, a characteristic of complex 

systems observed by many complexity researchers (Kauffman, 1993, 1995; Lewin, 1999). 

These researchers have noted that in many cases emergence occurs at the edge of chaos, 

meaning that emergence occurs only when tension is at the appropriate level, below which 

the system does not have sufficient energy to organize and above which the system is too 

hyperactive to emerge (Brown & Eisenhardt, 1997; McKelvey, 1999a, b, 2001). Lichtenstein 

et al. (2007) discuss the edge-of-chaos effect they expect due to the countervailing force of 

activity rate (a positive driver of new venture creation) and activity concentration (a negative 
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influence on new venture creation). Because opportunity tension is related to an increase in 

both activity rate and activity concentration, it appears likely that new venture emergence 

happens in a critical value range of opportunity tension. Too little opportunity tension and the 

activity rate does not reach a level high enough to drive venture emergence; too much 

opportunity tension and the activities become too concentrated to successfully manage 

(McKelvey, 1999a). 

Finally, this study reinforces the importance of completing a business plan in the 

nascent entrepreneurship phase. The impact of creating a business plan has been much 

debated in the literature over the last 25 years (Delmar & Shane, 2003; Gruber, 2007; Liao & 

Gartner, 2007; MacMillan & Narasimha, 1987); our research contributes another perspective 

to the discussion and generally agrees with prior research. However, because this study also 

shows business planning to be positively related to both activity rate and activity 

concentration, the relationship between planning and new venture creation is probably 

complex due to the edge-of-chaos behavior discussed earlier. If the relationship between 

business planning and new venture creation is as complex as our results suggest, then 

understanding the appropriate levels of planning during the nascent venture stage will be 

difficult, similar to how difficult it has been to understand the impact of planning on new 

venture performance.  

Managerial and Policy Implications 

Of significant import to entrepreneurs and educators, our results indicate that completing 

a business plan appears to influence the entrepreneur’s investigation of the nascent venture in 

two ways: (1) creating a business plan has an impact on the entrepreneur’s behavior and (2) 

completing a business plan makes other organizing activities (e.g., perceiving market 
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opportunity, attending a workshop, deciding to pursue the opportunity full time) operate in 

the expected manner. Absent a business plan, many of these activities appear to impede 

venture startup, but with a business plan in place these activities appear to support startup. At 

some point the additional activity concentration resulting from planning may override the 

benefits of higher activity rates. This is a key point—all planning is not equal. Planning an 

appropriate level of activity over time is critical. 

This study also found a positive relationship between opportunity tension and activity 

concentration, which reinforces points Lichtenstein et al. (2007) made regarding 

entrepreneurial skills. They posited that successful “nascent entrepreneurs make effective use 

of their time, and that nascent entrepreneurs may therefore have a high degree of behavioral 

and social skill that combines complex thinking processes with relatively advanced time- and 

life-management skills” (p. 256). Our results provide support for the necessity of having 

these types of skills in order to manage highly concentrated activities and potentially offset 

the effects of high levels of opportunity tension. Educators may do well to endeavor to add 

the teaching of these types of skills in their entrepreneurship courses. Our finding also 

suggests that teaching nascent entrepreneurs how to plan an appropriate pace for their 

situation could be important. The antidote for high activity concentration is to methodically 

conduct the work at a sustainable rate.   

Given the strong positive relationship between market opportunity and activity 

concentration, it may be possible to induce “complexity catastrophe” with policies intended 

to incentivize entrepreneurial activity. Policies that increase market opportunity may, in some 

cases, encourage organizing activity, but not result in successful startups due to excessive 

activity concentration. This could be particularly insidious, because early on the increase in 
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organizing activity may reinforce political commitment to further incentives. It is possible 

that the experience the United States has had with alternative energy companies reflects this 

situation in some respects.  Policy encourages alternative energy companies, and initially 

there was a great deal of organizing activity, but there are few successful companies coming 

online despite the increased organizing activity.  

Limitations and Future Research 

Clearly this study is limited by data availability. First, 83 respondents is only a small 

subset of the PSED database and thus the generalizability of our results is likewise limited, as 

discussed in Lichtenstein et al. (2007). Second, the PSED is an annual longitudinal study and 

not all data elements are available each year for each respondent. Data collected more 

frequently would allow for a more accurate investigation of the effects of opportunity tension 

on actual activity completion. Third, the entrepreneurial intention measures we employed are 

binary and considered individually. An improved entrepreneurial intention measure, possibly 

one more faithful to Levie and Lichtenstein’s (2010) definition that included 

“commitment/skill/passion” (i.e., one that is derived from a factoring technique), may be 

more appropriate. Fourth, this study detects rising tension through binary independent 

variables. The actual level of tension is not considered. Future research that develops 

measures for the actual level of opportunity tension is necessary to begin understanding the 

optimum level of tension necessary to drive edge-of-chaos behavior. Future research into 

whether or not there is a consistent level of tension that seems conducive to emergence 

would be an invaluable advancement in this area.  

Lichtenstein et al. (2007) found a relationship between later activity timing and 

successful venture startup. Further research into the impact of opportunity tension on activity 
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timing is important. Logically, the relationship should be between the timing of the changes 

in opportunity tension and the timing of activity performance; unfortunately, the data used in 

this study (binary indicators, annually recorded) did not allow us to engage in a valid 

examination of this relationship. Finally, the impact of business planning during the nascent 

venture stage is an important area for additional research. Given the preliminary indications 

that the relationship between business planning and venture startup are complex, future 

studies focusing on this relationship could produce very interesting and valuable results.  
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CHAPTER 4 

BUSINESS PLANNING AND NEW VENTURE CREATION: THE RELATIONSHIP 

BETWEEN PLANNING AND RESOLUTION 

INTRODUCTION 

Research shows that more than 10 million individuals in the United States are 

currently working to start a business venture: about one third of this group will achieve 

venture startup, one third will abandon their venture idea, and after several years of effort one 

third will report continuing to work on starting their venture  (Reynolds, 2007). Those that 

persist in trying to start their venture (termed “still trying”) have received little attention in 

the literature, as most research into entrepreneurship focuses on the drivers of successful 

startup and/or venture performance (Gartner, 2008).This study investigates two aspects of the 

impact of business planning by nascent entrepreneurs—those individuals in the process of 

creating new ventures (Shaver et al., 2001) – and focuses on the still trying group to 

illuminate potential theoretical and methodological issues with existing literature. First, this 

study investigates the impact of business planning on the still trying outcome, as compared to 

the “resolved” outcome (“started and “abandoned” combined); a departure from previous 

literature. Positioning the comparison in this way leads to conclusions that are different from 

previous literature. Second, this study looks at the impact of business planning on the 

efficacy of venture start up activities, with respect to the same comparison.  

While previous studies have investigated the impact of pre-operational business 

planning on eventual venture creation and/or venture performance, comparing the impact of 

planning on “resolved” versus “still trying” is new. In addition, even though previous 

literature posits that planning makes other activities more effective (Ansoff, 1991; Locke & 



 

68 

 

Latham, 1990; Timmons & Spinelli, 2008), the impact of business planning on the 

effectiveness of venture creation activities has not been adequately tested.  We use data from 

the Panel Study of Entrepreneurial Dynamics (PSED), where nascent entrepreneurs were 

followed for 4 years (Reynolds, 2000). At the end of the study period, nascent entrepreneurs 

were approximately evenly divided among three groups: those who had successfully started 

ventures, those who had abandoned their pursuit, and those who reported that they continued 

to work on their pursuit (Curtin & Reynolds, 2004; Reynolds, 2007). We use the nascent 

entrepreneur’s final status, classifying those who successfully started new ventures and those 

who abandoned their pursuit as being “resolved” and the remainder as “still trying.”  

In a number of previous studies, those who continued organizing activity (i.e., still-

trying status) and those who achieved startup have been grouped together, and compared 

against those who abandoned their pursuit. Based on analysis comparing these two groups, 

much previous literature reaches conclusions similar to this - “firm founders will enhance the 

likelihood of their new venture’s survival and facilitate product development  and venture 

organizing efforts if they engage in business planning.” (Delmar & Shane, 2003, p. 1182) and 

“Our results show that business planning is a valuable activity, even in uncertain and 

ambiguous situations like firm formation” (Delmar & Shane, 2003, p. 1181). There are 

several potential issues with conclusions of this nature. First, we believe the results achieved 

in earlier research are sensitive to the groupings of outcomes employed; specifically previous 

results are sensitive to treatment of the still trying group. Essentially the argument can be 

summarized by saying still trying is not the opposite of abandonment, and that is the way 

previous research has treated it. Second, the still trying status is by definition inconclusive; 

nascent entrepreneurs who report continuing to try can eventually start a venture, abandon 
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their pursuit, or continue to try. Third, the goal of nascent entrepreneurship is resolution; to 

learn enough about the opportunity to either start operation or abandon the idea and move on 

(Ardichvili et al., 2003). Thus, in this study, we compare the still trying group against those 

who have resolved their nascent entrepreneurship pursuit.   

Research into the impact of business planning on venture creation and/or venture 

performance has produced mixed results. Organizational and psychological theories have 

been used to show that business planning has a positive influence on venture creation activity 

and eventual venture performance (Delmar & Shane, 2003; Liao & Gartner, 2006; Liao & 

Gartner, 2007). However, recent research into effectuation and bricolage has shown that 

experienced entrepreneurs and those nascent entrepreneurs with few resources tend not to 

create detailed, far-reaching business plans (Baker & Nelson, 2005; Read, Dew, Sarasvathy, 

Song, & Wiltbank, 2009; Sarasvathy, 2001). Yet other research argues that the level of detail 

or type of planning needs to match the situation or environment in which the new venture 

will operate in order to have a positive impact (Castrogiovanni, 1996; Gruber, 2007). 

In this study, we specifically examine two phenomena. First, we investigate the 

correlation between nascent entrepreneurs’ business planning activity and their ending status 

in the PSED—either resolved or still trying. Second, we study the impact that business 

planning has on the efficacy of all other organizing activities tracked in the PSED, with 

respect to achieving resolution.  

Our study results show a negative correlation between business planning and resolved 

status. Further, we find that business planning has no clear influence on the efficacy of other 

organizing activities with respect to either achieving resolution or continuing to try. Based on 

these results, nascent entrepreneurs need to be educated on the potential pitfalls of unlimited 
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perseverance and that their business plans should probably include indicators to tell them 

when to abandon their idea.  

THEORY AND HYPOTHESES 

Literature Review 

While many previous studies have looked at the impact of business planning on 

venture creation and venture performance, few have considered the impact of business 

planning on those nascent entrepreneurs who do not resolve their venture pursuit. Some 

research shows pre-operational business planning to have a positive impact on new venture 

performance (Abrams & Kleiner, 2003; Delmar & Shane, 2003; Timmons, Zacharakis, & 

Spinelli, 2004), but other research argues against the utility of pre-operational planning due 

to the unpredictable nature of assembling a new venture (Baker & Nelson, 2005; Carter, 

Gartner, & Reynolds, 1996; Sarasvathy, 2001). Alongside this research, the preponderance of 

books, advisors, educators, investors, entrepreneurs, and academics encourage those trying to 

create ventures to engage in business planning (Liao & Gartner, 2007). The bulk of this 

advice, and the associated research, argues that business planning makes the venture creation 

process more efficient by helping the potential entrepreneur gather necessary information and 

determine future activities necessary to get the venture successfully operational.  

In support of this advice, Delmar and Shane (2003) offer four broad arguments as to 

why planning helps potential entrepreneurs: Planning helps nascent entrepreneurs: (1) 

quickly identify what they do not know and what assumptions they have made, (2) identify 

what resources they need and when they need them, (3) identify specific necessary actions, 

and (4) communicate status with others (Ansoff, 1991; Delmar & Shane, 2004; Liao & 

Gartner, 2007; Locke & Latham, 1990).  
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  However, additional research finds that the benefit of pre-venture planning is context 

dependent, meaning that nascent entrepreneurs should match their planning effort to their 

situation (Castrogiovanni, 1996; Gruber, 2007). Still other recent research finds that the value 

of planning is dependent on the dynamism of the situation; in order to get maximum value 

from pre-venture planning, the nascent entrepreneur needs to match the planning level of 

detail to the level of dynamism in the target industry (Dencker, Gruber, & Shah, 2009; 

Gruber, 2007). Overall, the preponderance of evidence seems to show that pre-venture 

planning has a positive impact on new venture creation and eventual new venture 

performance, provided the level of planning matches the level of dynamism in the 

environment in which the new venture will operate.  

However, those who argue against the value of pre-venture planning tend to seize on 

the difficulty of matching the planning with the situation/environment. Given a 

fundamentally unpredictable world, the level of dynamism of the target situation is almost 

never accurately known. This is especially true with respect to situations where a highly 

innovative idea is being pursued. Matthews and Scott (1995) argue that nascent entrepreneurs 

in highly innovative situations are less likely to plan because they do not perceive a benefit 

from doing so (Matthews & Scott, 1995). There is also potential weakness in the assumption 

that, because a nascent entrepreneur knows what resources are needed, those resources will 

be available. Nelson and Baker (2005) defined “bricoleurs” as individuals who “made do 

with whatever was at hand” (Baker & Nelson, 2005). These individuals create whatever is 

necessary for their new ventures using whatever resources are at hand, they discover what is 

needed by taking action rather than planning, and they then address their needs by acting on 

the need. Nelson and Baker (2005) explain that the individuals in their study viewed the 
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process of “discovering opportunities and enacting resources” were one and the same, rather 

than separate steps that could be solved sequentially. A similar argument is made by 

Sarasvathy (2001) in her explanation of the effectuation process of venture creation 

employed by experienced entrepreneurs. She asserts that experienced entrepreneurs create 

ventures based on the opportunity available with the resources at hand and that the venture 

evolves based on circumstances and the entrepreneurs’ ability to take advantage of the 

situation. Thus, despite the plethora of advice recommending that nascent entrepreneurs 

engage in pre-venture planning, there does appear to be reason to question the value of 

planning in at least some contexts.  

Nevertheless, Liao and Gartner (2007) summarize the evidence on pre-venture 

planning as follows: “Overall, it would seem that completing a business plan is beneficial to 

enabling entrepreneurs to successfully create new businesses” (p. 6). They reach this 

conclusion by citing six studies of nascent entrepreneurs they consider methodologically 

sound (they also offer criticisms of the other studies they consider to be unsound). The 

summarized results, by study, are: entrepreneurs who engaged in business planning were less 

likely to quit the venture creation process (Delmar & Shane, 2003);   entrepreneurs who 

created business plans and formed a legal entity were less likely to quit the venture creation 

process after 3 years (Delmar & Shane, 2004); a “nearly significant result that entrepreneurs 

who engaged in business planning were likely to continue in the startup process (survive)” 

(Honig & Karlsson, 2004; Liao & Gartner, 2007); entrepreneurs who engaged in business 

planning were less likely to quit in a 2-year time frame (Liao & Gartner, 2006); planning, in 

combination with a number of other human capital and financial variables, is likely to predict 

success at venture startup (Reynolds, 2007); and entrepreneurs who engaged in planning 
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before talking to customers and engaging in marketing/promotional efforts significantly 

reduced their hazard of termination (Shane & Delmar, 2004).  

However, Liao and Gartner (2007) do not appear to differentiate between efforts 

being pursued by individuals and those being pursued by teams of individuals, and 

theoretically business planning should have a different impact in a team situation versus an 

individual pursuit. Second and more importantly, Liao and Gartner (2007) confuse the 

outcome of “continuing to try” to create a venture with outcome of new venture creation. Of 

the six studies they cite, only one specifically addresses new venture creation, while the 

others address some form of not giving up as the dependent variable, using terms such as 

“less likely to quit,” “continue in the startup process,” and “reduce their hazard of 

termination.” A study published after Liao and Gartner (2007) finds that intentionality 

(where business planning was one indicator of intentionality), resource, boundary, and 

exchange all positively correlate with continued trying (and extend this finding by assuming 

that these properties are positively related to venture creation) (Brush et al., 2008). However 

it is not clear that continued trying is a desirable outcome to a new venture pursuit.  

Research and practice shows that being able to recognize failure quickly and move 

on, devoting resources to more promising endeavors, is often superior to continuing to try 

(Lockwood, 2009; Santos & Spann, 2011). Sometimes additional effort leads to success, but 

in many cases continuing to try only wastes available time and resources before the pursuit is 

abandoned. 

With these issues in mind, two recent publications have recommended more research 

attention specifically on the still-trying group of nascent entrepreneurs (Davidsson & 

Gordon, 2011; Gartner, 2008). In particular, the Davidsson and Gordon (2011) study points 
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out several earlier studies that have reached conclusions based on combining the still trying 

and started group of nascent entrepreneurs (in addition to the studies investigating the impact 

of business planning discussed above); and they question many of the conclusions drawn.  

With respect to the impact of specific new venture organizing activities, other than 

business planning, on venture pursuit resolution, the literature is sparse. Nascent 

entrepreneurs who engage in more organizing activities tend to have higher odds of 

successful startup (Reynolds, 2007), and nascent entrepreneurs who engage in a higher 

average rate of activities have higher odds of startup than that of abandonment (Lichtenstein 

et al., 2007). In addition, the effectuation (Sarasvathy, 2001) and bricolage (Baker & Nelson, 

2005) theories both argue that taking action is a key driver to new venture creation. And, the 

logical case for a positive relationship between conducting activities and pursuit resolution is 

fairly obvious, and at least one popular text has made the argument.  

 Timmons and Spinelli (2008) argue that the Timmons Model, as shown in Figure 5, 

represents the forces that drive the entrepreneurial process to resolution (Timmons & 

Spinelli, 2008, p.110). The authors argue that the role of the entrepreneur is to engage in 

“fixing, shaping, molding and making” these forces to create a successful new venture, and 

the business plan is what the entrepreneur uses to create “fit and balance” among the forces. 

This framework addresses the nascent entrepreneurship “phase”, which makes it particularly 

well suited to use in our research. Our study tests the efficacy of new venture organizing 

activities, and specifically business planning, using the context of the Timmons Model and 

the new venture startup activities recorded in the PSED.  

 

 



 

 

Figure 5. Timmons Model of the Entrepreneurial Process

 

 

The PSED contains information as to whether or not the nascent entrepreneur has 

conducted any one of 18 new venture startup activities. One of the activities tracked is 

whether or not a business plan has been

of the three Timmons Model forces

Appendix C).  
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Timmons Model of the Entrepreneurial Process 

The PSED contains information as to whether or not the nascent entrepreneur has 

conducted any one of 18 new venture startup activities. One of the activities tracked is 

whether or not a business plan has been created; the other 17 activities can be related to one 

of the three Timmons Model forces—the team, the opportunity, or the resources (see 

 

 

 

The PSED contains information as to whether or not the nascent entrepreneur has 

conducted any one of 18 new venture startup activities. One of the activities tracked is 

created; the other 17 activities can be related to one 

the team, the opportunity, or the resources (see 
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Hypothesis Development 

Creating a new venture requires the completion of a number of activities. Logic 

dictates that ventures don’t originate from thin air; individuals need to undertake actions to 

create ventures.  

From a theoretical perspective, Ardichvili et al. (2003) develop a model that argues 

that new ventures come about through an iterative process, with many starts and stops, 

involving a number of different activities. Timmons and Spinelli (2008) argue that 

“opportunity, team and resource rarely match” (p. 113) and that the role of the entrepreneur 

is to make decisions and take actions necessary to bring them into balance. The bricoleurs 

argue that taking action is the key to balancing opportunity and resource needs (Baker & 

Nelson, 2005). And the effectuation argument is similar, taking action based on the situation 

and “effecting” workable solutions to issues is a formula for venture creation that some 

experienced entrepreneurs follow; rather than acting from  a “causal” plan. In these cases, 

taking action is required in order to create a new venture.  

However, the quality of the opportunity is the key determinant of either successful 

startup or abandonment (Ardichvili et al., 2003; Delmar & Shane, 2003; Gartner, 2008; 

Timmons & Spinelli, 2008). Undertaking new venture organizing activities is how the 

nascent entrepreneur determines the quality of the opportunity. Completing new venture 

organizing activities will move the entrepreneur either to startup, in the case of an 

opportunity that looks attractive; or abandonment in the case of an opportunity that does not 

look attractive. Therefore completing new venture organizing activities is positively related 

to resolution.  
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Thus, we hypothesize:  

H1: Completing new business organizing activities is positively correlated with resolution.  

Business planning should positively moderate the impact of new venture organizing 

activities on resolution for a number of reasons. First, developing a new venture requires 

intentional actions (Brush et al., 2008; Katz & Gartner, 1988). The theory of planned 

behavior shows that humans develop the intention to act before they act, and the higher the 

level of intention, the higher the likelihood of the action (Ajzen, 1991; Kim & Hunter, 1993). 

Business planning is an accepted indicator of the intention to create a business (Brush et al., 

2008; Katz & Gartner, 1988), thus, all else equal, those who have created a business plan 

should have a higher level of intention to create a new venture than those who have not. In 

addition, because the level of individual intention does not impact the quality of the 

opportunity, intention does not impact how the opportunity is resolved—either startup or 

abandonment. 

 Second, planning is beneficial when the number of assumptions is high compared to 

the amount of known information because planning forces the planner to acknowledge and 

address information gaps (Locke & Latham, 1990). Following the Timmons model, the 

business plan is what the entrepreneur uses to “balance” the assumptions and known 

information regarding the team, opportunity, and resources. In addition, creating a business 

plan organizes the effort to be exerted and identifies information and inputs necessary for the 

pursuit (Ansoff, 1991). Here again, the quality of the opportunity, rather than the plan 

governs the outcome – either startup or abandonment. The plan merely helps the nascent 

entrepreneur get the information necessary to take the actions needed in order to resolve the 

pursuit.    
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 Third, creating a new venture is an iterative process, with many starts and stops, 

involving a number of different actions with complex interrelationships (Ardichvili et al., 

2003). Business planning organizes and structures this effort so the actions needed can be 

done in an efficient manner rather than through trial and error (Armstrong, 1982). 

Developing a business plan thus helps the entrepreneur organize and sequence these activities 

to make the pursuit effort more efficient and systematic (Shrader, Taylor, & Dalton, 1984). 

Business planning also facilitates the establishment of goals and timelines (Hunt & Brews, 

1999). Planning points out resource needs, the timing of those needs, and the potential 

bottlenecks and interrelated delays that could be incurred if those resources cannot be 

acquired at the right time (Armstrong, 1982; Bracker, Keats, & Pearson, 1988).  The 

structure created by planning facilitates communication, and improved communication leads 

to the acquisition and usage of resources, thus increasing the productivity of tasks and efforts 

(Bird, 1992; Locke & Latham, 1990). In a self-directed task such as new venture creation, 

structuring and organizing the work can help the entrepreneur achieve pursuit resolution. 

Finally, Timmons and Spinelli (2008) argue that “opportunity, team and resource 

rarely match” (p. 113) and that the business plan is the tool the entrepreneur uses to create 

“fit and balance” in these elements. Alignment of the driving forces is required in order to 

resolve the pursuit. Thus, we hypothesize:  

H2: Business planning positively moderates the relationship between new venture organizing 

activities and resolution.  
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METHOD 

Dependent Variable 

Resolution: Pursuit status is taken from the final wave of the PSED (i.e. the last 

response). Pursuit status can take 3 values in the PSED, started, abandoned or still trying. For 

our purposes started and abandoned pursuits were combined into “resolved” status and coded 

as a 0, all still trying responses were coded as a “1”. In the final wave of the PSED, 486 

respondents reported a resolved status, 225 reported still trying status.   

Independent Variables  

The basis for the independent variables in this study are the 18 new venture 

organizing activities tracked in the PSED (Lichtenstein et al., 2007; Reynolds, 2000). 

Lichtenstein et al. (2007) provides an excellent discussion of the historical development of 

the questions that generated these variables. In each of the four data-gathering waves of the 

PSED, the respondents were asked whether or not each of these 18 activities had been done. 

For purposes of this study, we used dichotomous variables for each activity, coded as 1 if the 

activity was completed at any time and 0 if the activity was never completed during the study 

period.  

Control Variables 

The control variables are gender and years of education. Gender is equal to 1 if male, 

0 if female. Years of education is a continuous variable.  

Analytical Model 

Given that the dependent variable is dichotomous, logistic regression is used to test 

the hypotheses.  
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Table 8 displays frequency information for each of the binary variables used here. 

Table 9 displays means and standard deviation information for the one continuous variable 

(Education) in relation to each of the values of each of the binary variables used here. 

Appendix C contains the specific questions that were used to generate the variables used in 

this study.  

We drew our sample of nascent entrepreneurs from the first wave of the PSED 

undertaken in 1998, known as the “Mixed Gender” sample; totaling 15,118 individuals 

(7,563 females and 7,555 males).The Mixed Gender sample tracked 1,256 nascent 

entrepreneurs over the full 4-year period of the PSED. Respondents reported having been in 

the process of developing their ventures for as little as a few months to as long as in excess of 

5 years.  

In this study, because the venture startup process may have different characteristics 

when a team is involved, we excluded all respondents who reported working with a team. 

Including only those respondents who reported working alone results in a data set of 711 

respondents. Of these, 486 reported having resolved their pursuit (226 started an operational 

venture and 260 abandoned their pursuit) and 225 reported being in still trying status at the 

end of the follow-up period. 
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Table 8. Frequencies 

N = 711 Still Trying 

Business 

Plan 

Team 

Organized 

Hired 

Employees Marketing Patent 

no yes no yes no yes no yes no yes no yes 

Still  no 486 0 

Trying yes 0 225 

Business no 143 67 210 0 

Plan yes 343 158 0 501 

Team no 161 93 120 134 254 0 

Organized yes 325 132 90 367 0 457 

Hired no 331 194 178 347 211 314 525 0 

Employees yes 155 31 32 154 43 143 0 186 

Marketing no 98 92 80 110 88 102 174 16 190 0 

yes 388 133 130 391 166 355 351 170 0 521 

Patent no 392 187 195 384 228 351 439 140 169 410 579 0 

yes 94 38 15 117 26 106 86 46 21 111 0 132 

Opportunity no 22 29 29 22 25 26 43 8 30 21 51 0 

Defined yes 464 196 181 479 229 431 482 178 160 500 528 132 

Production no 36 35 31 40 34 37 66 5 49 22 66 5 

Procedure yes 450 190 179 461 220 420 459 181 141 499 513 127 

Financial  no 181 124 143 162 151 154 261 44 127 178 270 35 

Statements yes 305 101 67 339 103 303 264 142 63 343 309 97 

Work  no 197 100 119 178 113 184 223 74 94 203 257 40 

Shop yes 289 125 91 323 141 273 302 112 96 318 322 92 

Supplies no 75 53 50 78 58 70 120 8 83 45 114 14 

yes 411 172 160 423 196 387 405 178 107 476 465 118 

Equipment no 144 99 89 154 103 140 229 14 117 126 207 36 

yes 342 126 121 347 151 317 296 172 73 395 372 96 
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Table 8. Frequencies (continued) 

N = 711 Still Trying 

Business 

Plan 

Team 

Organized 

Hired 

Employees Marketing Patent 

no yes no yes no yes no yes no yes no yes 

Bank no 184 142 121 204 132 194 296 30 142 184 284 42 

Account yes 302 83 89 296 122 263 229 156 48 337 295 90 

Saved  no 96 41 54 83 63 74 111 26 40 97 114 23 

Money yes 390 184 156 418 191 383 414 160 150 424 465 109 

Invested no 21 17 16 22 10 28 37 1 28 10 32 6 

Money yes 465 208 194 479 244 429 488 185 162 511 547 126 

Funds no 304 161 166 299 201 264 389 76 143 322 393 72 

Requested yes 182 64 44 202 53 193 136 110 47 199 186 60 

Supplier no 208 154 127 235 145 217 310 52 152 210 307 55 

Credit yes 278 71 83 266 109 240 215 134 38 311 272 77 

Child  no 271 133 130 274 165 239 314 90 125 279 337 67 

Care yes 215 92 80 227 89 218 211 96 65 242 242 65 

Full  no 238 157 144 251 156 239 345 50 153 242 336 59 

Time yes 248 68 66 250 98 218 180 136 37 279 243 73 

Gender no 254 106 102 258 146 214 272 88 90 270 314 46 

yes 232 119 108 243 108 243 253 98 100 251 265 86 
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Table 8. Frequencies (continued) 

N = 711 

Opportunity 

Defined 

Prod 

Procedure 

Financial 

Statement 

Work 

Shop Supplies Equipment 

no yes no yes no yes no yes no yes no yes 

Business no 

Plan yes 

Team no 

Organized yes 

Hired no 

Employees yes 

Marketing no 

yes 

Patent no 

yes 

Opportunity no 51 0 

Defined yes 0 660 

Production no 17 54 71 0 

Procedure yes 34 606 0 640 

Financial  no 40 265 50 255 305 0 

Statements yes 11 395 21 385 0 406 

Work  no 32 265 35 262 153 144 297 

Shop yes 19 395 36 378 152 262 0 414 

Supplies no 14 114 35 93 77 51 61 67 128 0 

yes 37 546 36 547 228 355 236 347 0 583 

Equipment no 28 215 47 196 142 101 114 129 99 144 243 0 

yes 23 445 24 444 163 305 183 285 29 439 0 468 
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Table 8. Frequencies (continued) 

N = 711 

Opportunity 

Defined 

Prod  

Procedure 

Financial 

Statement Work Shop Supplies Equipment 

no yes no yes no yes no yes no yes no yes 

Bank no 33 293 53 273 191 135 160 16 95 231 168 158 

Account yes 18 367 18 367 114 271 137 248 33 352 75 310 

Saved  no 18 119 15 122 68 69 73 64 39 98 55 71 

Money yes 33 541 56 518 237 337 224 350 89 485 177 397 

Invested no 9 29 14 24 22 16 21 17 32 6 35 3 

Money yes 42 631 57 616 283 390 276 397 95 577 208 465 

Funds no 40 425 60 405 239 226 205 260 90 375 185 280 

Requested yes 11 235 11 235 66 180 92 154 38 208 58 188 

Supplier no 43 319 58 304 210 152 162 200 103 259 180 182 

Credit yes 8 341 13 336 95 254 135 214 25 324 63 286 

Child  no 35 369 44 360 190 214 181 223 90 314 158 246 

Care yes 16 291 27 280 115 192 116 191 38 269 85 222 

Full  no 37 358 57 338 210 185 174 221 93 302 185 210 

Time yes 14 302 14 302 95 221 123 193 35 281 58 258 

Gender no 24 336 36 324 163 197 138 222 56 304 130 230 

yes 27 324 35 316 142 209 159 192 72 279 113 238 
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Table 8. Frequencies (continued) 

N = 711 Bank Account Money Saved Money Invested 

Funds 

Requested Supplier Credit 

no yes no yes no yes no yes no yes 

Bank no 326 0 

Account yes 0 385 

Saved  no 80 57 137 0 

Money yes 246 328 0 574 

Invested no 32 6 16 22 38 0 

Money yes 294 379 121 552 0 673 

Funds no 250 215 98 367 24 441 465 0 

Requested yes 76 170 39 207 4 232 0 246 

Supplier no 235 127 83 279 33 329 274 88 362 0 

Credit yes 91 258 54 295 5 344 191 158 0 349 

Child  no 210 194 99 305 24 380 286 118 222 182 

Care yes 116 191 38 269 14 293 179 128 140 167 

Full  no 242 153 93 302 32 363 293 102 256 139 

Time yes 84 232 44 272 6 310 172 144 106 210 

Gender no 163 197 77 283 20 340 248 112 185 175 

yes 163 188 60 291 18 333 217 134 177 174 
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Table 8. Frequencies (continued) 

N = 711 Child Care Full Time Gender 

no yes no yes no yes 

Bank no 

Account yes 

Saved  no 

Money yes 

Invested no 

Money yes 

Funds no 

Requested yes 

Supplier no 

Credit yes 

Child  no 404 0 

Care yes 0 307 

Full  no 241 154 395 0 

Time yes 163 153 0 316 

Gender no 194 166 211 149 360 0 

yes 210 141 184 167 0 351 
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Table 9. Education Mean and Standard Deviation by Independent Variable 

IV IV 

N = 711 Value N Mean 

Std 

Dev Value N Mean 

Std 

Dev 

Still  no 486 4.78 2.01 Supplies no 128 4.27 1.88 

Trying yes 225 4.38 2.05 yes 583 4.73 2.05 

Busines no 210 4.45 2.03 Equipment no 243 4.43 1.91 

Plan yes 501 4.73 2.03 yes 468 4.76 2.08 

Team no 254 4.67 2.00 Bank no 326 4.35 2.00 

Organized yes 457 4.64 2.05 Account yes 385 4.90 2.02 

Team no 525 4.52 1.98 Saved  no 137 4.74 2.14 

Hired yes 186 5.01 2.12 Money yes 574 4.63 2.00 

Marketing no 190 4.22 1.99 Invested no 38 3.68 2.14 

yes 521 4.81 2.02 Money yes 673 4.70 2.01 

Patent no 579 4.53 2.01 Funds no 465 4.60 2.02 

yes 132 5.17 2.03 Requested yes 246 4.75 2.05 

Opportunity no 51 3.45 1.93 Supplier no 362 4.58 2.08 

Defined yes 660 4.74 2.01 Credit yes 349 4.72 1.97 

Production no 71 3.51 2.18 Child  no 404 4.69 2.06 

Procedure yes 640 4.78 1.97 Care yes 307 4.60 1.98 

Financial  no 305 4.35 1.97 Full  no 395 4.58 2.02 

Statements yes 406 4.87 2.05 Time yes 316 4.74 2.04 

Work  no 297 4.29 2.13 Gender no 360 4.68 2.00 

Shop yes 414 4.91 1.92 yes 351 4.62 2.06 
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RESULTS 

We test our hypotheses using three hierarchal logistic regression models. Table 10 

displays the results of these models. The first set of results is for the controls-only model and 

shows that the overall model, X2/df = 7.49/2, p < .05, and the coefficient for level of 

education, β = 0.10, p < .05, are significant.  

The second set of results displayed in Table 10 is for the direct effects model, which 

is used to test H1. These results show that the overall model is significant, X2/df = 97.67/20, 

p < .01, and has a P2 of 0.11, indicating minimally acceptable fit. The coefficients for the 

following variables are significant: business planning, β = -0.56, p < .01, odds ratio (OR) = 

0.57; developing a marketing plan, β = 0.37, p < .10, OR = 1.45; defining the market 

opportunity, β = 0.78, p < .05, OR = 2.19;  receiving supplier credit, β = 0.55, p < .01, OR = 

1.73; hiring employees, β = 0.55, p < .05, OR = 1.73; creating a bank account, β = 0.50, p < 

.01, OR = 1.65; and starting to pursue the opportunity full time, β = 0.39, p < .05, OR = 1.48. 

These results show mixed support for H1. First, business planning has a negative association 

with resolution, refuting our hypothesis that all new venture organizing activities tracked 

have a positive relationship with resolution. Second, 6 of the remaining 17 new venture 

organizing activities have a positive association with resolution. While these 6 activities have 

the hypothesized relationship, the 11 remaining activities have no statistically significant 

impact on resolution.  

The third set of results displayed in Table 10 is for the full model and is used to test 

H2. These results show that the overall model is significant, X2/df = 138.27/37, p < .01, and 

has a P2 of 0.16, indicating acceptable model fit. The full model fits the data significantly 

better than the direct effects model, X2/df = 36.63/17, p < .01. The coefficients for the 
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following are significant: business planning, β = -3.87, p < .01, OR = 0.02; organizing a 

team, β = -0.67, p < .05, OR = 0.51; requesting funds from a financial institution, β = 0.91, p 

< .10, OR = 2.19; hiring employees. β = 1.49, p < .10, OR = 4.43; completing a business plan 

and organizing a team, β = 1.49, p < .01, OR = 4.44; completing a business plan and defining 

the market opportunity, β = 1.34, p < .10, OR = 3.82; completing a business plan and 

requesting funds from a financial institution, β = -1.20, p < .05, OR = 0.30; and completing a 

business plan and organizing child care, β = -0.84, p < .05, OR =0.43.  

With respect to H2, the results in the full model in Table 10 are mixed as well. Only 

four of the moderated relationships have significant coefficients. Organizing a team or 

defining the market opportunity, in combination with creating a business plan, clearly has a 

stronger positive relationship to pursuit resolution than simply doing either activity alone, all 

else equal, supporting H2.  However, the opposite is true with respect to the two resource 

activities of requesting funds and organizing child care—doing either of these in combination 

with a business plan has the effect of switching their association with pursuit resolution from 

positive to negative, all else equal. 

With respect to the significant results from the full model, total effects analysis shows 

that all total effects (the direct impact of business planning combined with the impact of the 

significant moderated relationships) were negative and statistically significant. Meaning 

overall, the effect of business planning is to reduce the odds of resolution.  
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Table 10. Logistic Regression Results on Resolution 

Controls Direct Effects Full Model 

N = 711 Parameter  Std Parameter  Std Odds Parameter  Std Odds 

Estimate Error Estimate Error Ratio Estimate Error Ratio 

Intercept 0.43 0.22 -0.45 0.49 1.02 0.71 

Business Plan -0.56 *** 0.22 0.57 -3.87 *** 1.07 0.02 
Team 

Activities 

Team 
Organized 0.29 0.19 1.34 -0.67 ** 0.35 0.51 
Employees 
Hired 0.55 ** 0.25 1.73 1.49 * 0.83 4.43 
Opportunity 

Activities 

Marketing 0.37 * 0.22 1.45 0.02 0.43 1.02 

Patent -0.14 0.24 0.87 -0.18 0.66 0.84 
Opportunity 
Defined 0.78 ** 0.34 2.19 0.30 0.51 1.35 
Production 
Procedure 0.08 0.29 1.09 -0.31 0.51 0.74 
Financial 
Statements 0.28 0.20 1.32 0.54 0.43 1.72 

Work Shop 0.02 0.18 1.02 0.23 0.35 1.26 
Resource 

Activities 

Supplies -0.16 0.27 0.85 -0.47 0.47 0.63 

Equipment -0.04 0.21 0.96 0.38 0.37 1.46 

Bank Account  0.50 *** 0.20 1.65 0.14 0.42 1.15 

Money Saved -0.33 0.23 0.72 -0.48 0.41 0.62 
Money 
Invested -0.10 0.41 0.90 -0.61 0.72 0.54 
Funds 
Requested -0.07 0.21 0.93 0.91 * 0.52 2.49 
Supplier 
Credit 0.55 *** 0.20 1.73 0.28 0.41 1.32 

Child Care -0.09 0.18 0.92 0.53 0.37 1.70 

Full Time 0.39 ** 0.20 1.48 0.48 0.47 1.62 

Note * = p < .1, ** = p < .05, *** = p < .01 
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Table 10. Logistic Regression results on Resolution (continued) 

Controls Direct Effects Full Model 

N = 711 Parameter  Std Parameter  Std Odds Parameter  Std Odds 

Estimate Error Estimate Error Ratio Estimate Error Ratio 

Business 

Planning & 

Team Activities 

Business Plan * 
Team Organized 1.49 *** 0.43 4.44 
Business Plan * 
Employees 
Hired -1.12 0.88 0.33 
Business 

Planning & 

Opportunity 

Activities 

Business Plan * 
Marketing 0.69 0.52 2.00 

Business Plan * 
Patent -0.11 0.70 0.90 
Business Plan * 
Opportunity 
Defined 1.34 * 0.75 3.82 
Business Plan * 
Production 
Procedure 0.55 0.64 1.74 
Business Plan * 
Financial 
Statements -0.34 0.50 0.72 
Business Plan * 
Work Shop -0.26 0.41 0.77 

Note * = p < .1, ** = p < .05, *** = p < .01 
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Table 10. Logistic Regression results on Resolution (continued) 

Controls Direct Effects Full Model 

N = 711 Parameter  Std Parameter  Std Odds Parameter  Std Odds 

Estimate Error Estimate Error Ratio Estimate Error Ratio 

Business 

Planning & 

Resource 

Activities 

Business Plan * 
Supplies Ordered 0.37 0.59 1.44 

Business Plan * 
Equipment  -0.71 0.46 0.49 

Business Plan * 
Bank Account  0.56 0.49 1.75 

Business Plan * 
Money Saved 0.23 0.51 1.26 

Business Plan * 
Money Invested 1.06 0.91 2.89 

Business Plan * 
Funds Requested -1.20 ** 0.58 0.30 

Business Plan * 
Supplier Credit 0.36 0.47 1.43 
Business Plan * 
Child Care -0.84 ** 0.44 0.43 
Business Plan * 
Full Time -0.25 0.52 0.78 

Education 0.10 ** 0.04 0.04 0.05 1.04 0.05 0.05 1.06 

Gender -0.20 0.16 -0.28 0.18 0.75 -0.22 0.19 0.80 

χ
2/df 7.49/2 ** 97.67/20 *** 138.27/37 *** 

P2 0.11 0.16 
Model 
Comparison Test  36.63/17 *** 

Note * = p < .1, ** = p < .05, *** = p < .01 

 

 

CONCLUSION 

While completing 6 of the new venture organizing activities does have a positive 

direct relationship to resolution, 11 activities have no significant direct relationship to 

resolution, and completing a business plan has a negative relationship to resolution. While 

the majority of the significant results support H1, the negative relationship between 
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completing a business plan and resolution refutes H1. Thus, these results offer mixed support 

for H1.  

With respect to H2, the results tend to refute the hypothesis that business planning 

positively moderates the relationship between new venture organizing activities and new 

venture startup. Contrary to expectations, our study results indicate that business planning is 

negatively correlated with new venture pursuit resolution. Further, these results seem to show 

that in only two cases (organizing a team and defining the market opportunity) does business 

planning positively moderate the correlation of other organizing activities with pursuit 

resolution. On the surface, these results do not support the Timmons Model in that 

developing a business plan does not appear to create “fit and balance” that allows 

entrepreneurs to resolve their pursuits.  

Upon further consideration, our results may not be so surprising. The fact that the 

direct effect of business planning on pursuit resolution was found to be dramatically negative 

may make sense because this reflects the impact of only preparing a business plan, all else 

equal. Extant theory may support two of the three significant relationships we found among 

the remaining direct effects in the full model. First, organizing a team without developing a 

business plan has a negative correlation with resolution, consistent with organizational 

theory. Second, on the other hand, hiring employees without developing a business plan has a 

positive relationship with resolution, a result inconsistent with organizational theory but 

consistent with effectuation/bricolage. This particular outcome resonates logically as well – 

hiring employees requires the nascent entrepreneur to “make payroll” on a regular basis. 

Provided resources are tight, the pursuit will either startup or be abandoned more quickly 

than without a payroll requirement.  
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Possibly the differences in positive versus negative moderation are due to the nature 

of the activities being moderated. For example, the impact of a business plan could be more 

pronounced when a team is organized to help with new venture creation, as would be 

expected. The same could be true with regard to defining the market opportunity—once the 

opportunity is defined, the plan can better organize the effort to pursue it. On the other hand, 

when the business plan indicates that funds are necessary, the nascent entrepreneur makes a 

request for funds and then either has to wait for an answer from the institution or, worse, has 

to shop among lenders to find one that will approve the funding required; both of these 

scenarios could require significant time which in turn leads to the negative relationship to 

resolution. A similar effect could be driving these results with regard to child care. If the 

business plan shows a great deal of time and effort is going to be required to get the venture 

operational (i.e., a longer-than-average pursuit because of the nature of the opportunity), 

child care is organized in order to make the necessary time available. Thus, it is not child 

care itself, but rather the fact that it is an indicator of a lengthy process for the particular 

venture that may be behind the negative relationship with resolution.  

In terms of the Timmons model, the moderation impact of business planning on 

“team” oriented activities is positive; the impact of organizing a team and defining the 

market opportunity combined with preparing a business plan increases the odds of resolution. 

Alternatively, planning has the opposite impact on “resource” oriented activities; the impact 

of both requesting funds from a financial institution and organizing child care combined with 

preparing a business plan reduces the odds of resolution. This difference in impact may be 

due to the nature of the activity; one might argue that these particular “team” activities are 

more directly under the control of the nascent entrepreneur and therefore planning has a 
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differential impact on them. On the other hand, there doesn’t appear to be a strong theoretical 

basis on which to make this assertion, and Timmons does not differentiate them.   

From a psychological perspective, completing a business plan is clearly a statement 

of intention as contemplated by the theory of planned behavior, however it may be a 

misstatement to say that a business plan is a statement of intention to create a new venture. 

Rather, our results may be indicating that a business plan is a statement of intention to 

perform organizing activities and keep performing them until the opportunity is shaped 

correctly to allow new venture startup. This interpretation would be consistent with Timmons 

and Spinelli’s (2008) assertion that business planning is done to show what other activities 

are needed to create “fit and balance” between the opportunity, resources, and team.   

Managerial and Potential Implications 

Overall, our results demonstrate that creating a business plan appears to positively 

correlate with nascent entrepreneurs persisting in pursuit of their ideas. This is a positive 

outcome if the venture eventually becomes operational, but if instead, the nascent 

entrepreneur neither abandons the venture nor gets it operational, then time, energy, and 

resources will have been wasted.  

There could be several reasons why nascent entrepreneurs continue to persist. First, 

this could be escalation of commitment behavior where individuals continue in a failing 

course of action because of psychological commitment (Staw, 1981). Escalation of 

commitment behavior has been shown to exist in new product development (Schmidt & 

Calantone, 2002) and several other settings similar to developing a new venture (Ross & 

Staw, 1993; Staw & Ross, 1978). Second, this could be irrational behavior induced by the 

strong psychological motivation of high intention. Third, successful entrepreneurs that persist 
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through difficulties and overcome high odds are held up by society almost as heroes. Almost 

all workshops, books, and courses on how to become an entrepreneur discuss examples of 

successful entrepreneurs who persevered against long odds to eventually become successful, 

setting them up as appropriate role models. Society provides a great deal of positive 

reinforcement for not giving up. Fourth, almost none of those same workshops, books, or 

courses provide any practical information regarding when an entrepreneur should abandon a 

pursuit, and they almost certainly do not portray failing quickly and moving on as successful 

behavior. Fifth, it is possible that society positively reinforces trying to start a venture such 

that some people just enjoy the status associated with reporting that they continue to try to 

become an entrepreneur. Finally, it is possible that completing a business plan shows the 

nascent entrepreneur the absence of “fit and balance” to a degree much higher than is 

realized by those without a plan, and the elapsed time required to create the “fit and balance” 

drives planners into the still-trying category at a higher rate than the non-planners.  

Whatever the driver of these results, tends to indicate there is a need to better educate 

nascent entrepreneurs on how to recognize when abandonment is appropriate, and how to 

move on to other endeavors. Timmons and Spinelli (2008) make this point: “Countless hours 

and days have been wasted by would-be entrepreneurs chasing ideas that are going nowhere. 

An important skill for an entrepreneur or an investor is to be able to quickly evaluate whether 

serious potential exists and to decide how much time and effort to invest” (p. 111). 

Unfortunately, they then go on to argue the business plan is an instrument that will help with 

this evaluation.  
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Limitations and Future Research 

The theory of planned behavior allows for barriers and/or facilitators to influence the 

intention–action linkage (Brännback, Krueger, Carsrud, Kickul, & Elfving, 2008). The 

results in this study that question the linkage between business planning and new venture 

pursuit resolution could be due to the presence of barriers or lack of facilitators. One example 

could be where the plan shows a need for a critical resource and the nascent entrepreneur 

feels confident the plan will work if only the resource can be acquired and thus persists in the 

quest for such resource for years. Another example could be where the plan shows a 

regulatory barrier (e.g., a permit or license being issued) that the nascent entrepreneur is 

working to remove. Future studies that account for the influence of barriers/facilitators may 

shed more light on the results of our study.  

Other research using the PSED database has shown that the selection of the specific 

sample of respondents is critical (Davidsson & Gordon, 2011). In particular, there is a 

question about how to treat the respondents that report continuing to try to establish their 

venture, but do not seem to report sufficient activity to actually be trying to get started—a 

group Reynolds (2007) refers to as “hobbyists”. Such individuals are included in the PSED 

because they said they were trying to start a venture. We have included these respondents in 

our study as well, judging them to be a legitimate part of the group of focal interest. 

However, a future study that examines respondents’ drivers/motivators may be very 

revealing. In addition, understanding how to identify these individuals and get them the 

guidance they may need in order to act like entrepreneurs (if that is actually what they want 

to be) could be interesting. In some respects, the behavior these individuals exhibit could be 

consistent with the presence of (at least perceived) barriers or lack of facilitators.  
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This study does not address the timing of the plan. Theoretically, early planning 

should have more of an impact than late planning on the efficacy of other actions and on 

eventual resolution because the follow period is fixed (Liao & Gartner, 2007). This study 

also does not address the implication of market, industry, technology dynamism, turbulence, 

and plan sophistication. Previous research does suggest that the efficacy of planning is 

dependent on dynamism in the situation and thus future research that includes situation 

dynamism and plan characteristics may yield interesting results.   
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CHAPTER 5 

OVERALL CONCLUSIONS 

COMBINED FINDINGS 

In total, the findings of these three essays support several important assertions. First, 

among resolvers, neither a strong desire to start a business nor a strong economic opportunity 

is optimal. Rather, a balance of both is best with respect to achieving startup. The first two 

essays reinforce each other on this point. The first shows the direct and combined impact of 

intent and economic opportunity on venture startup, while the second demonstrates a similar 

result and supports a mechanism that could drive the result. In both cases, a highly valuable 

economic opportunity, on its own, has a negative correlation with startup. In both cases, 

economic opportunity must be balanced with intention in order to have a positive relationship 

with venture startup. It is also interesting to note these results are resilient across different 

operationalizations of intent.  

Second, the second essay supports evidence of the previously theorized opportunity 

tension construct, and supports the assertion that it operates, at least in part, as theorized with 

nascent entrepreneurs. To the best of my knowledge, this is the first time the construct has 

been empirically tested. The original opportunity tension theory was set in the context of 

operating ventures; finding evidence of it here, among nascent entrepreneurs, reinforces the 

potential importance of the construct. In complexity theory, the key driver of “emergence” 

operates across system phase-states (different levels of organization). In entrepreneurship 

research this means opportunity tension should operate across nascent entrepreneurship as 

well as through several operating venture “phase states” (Levie & Lichtenstein, 2010). These 
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results further validate the usage of complexity theory in entrepreneurship research, and 

show how individual motivators can produce behavior consistent with complexity theory.  

Third, the second and third essays show the important, and complex, impact of business 

planning on nascent entrepreneurs. The combined results appear to support the assertion that 

planning has different impacts based on the situation/environment faced by the nascent 

entrepreneur. Planning alone doesn’t support venture startup, and appears to strongly 

increase the probability that one will end up in “still trying” status. However, among those 

nascent entrepreneurs who resolve their pursuit, planning appears to increase the odds that 

the pursuit ends in successful startup rather than abandonment. Overall, this suggests that 

other variables are important to the impact of business planning.  

Fourth, these results show that psychological drivers, such as intention, are more 

important to venture startup than economic opportunity. This is consistent with 

effectuation/bricolage theory in that those theories imply that the nascent entrepreneur forms 

the intention to create a business, and then creates the economic opportunity to exploit it. 

Unfortunately, these results do not test the antecedent relationship implied (i.e. that 

psychological intent drives the creation/discovery of economic opportunity), although 

Chapter 2 finds no relationship between intention to create a business and economic 

opportunity.   

THEORETICAL IMPLICATIONS 

These findings support several theoretical implications. First, the existence of the 

opportunity tension construct is an important theoretical advance to the application of 

complexity theory to entrepreneurship research. A consistent criticism of using complexity 

theory in entrepreneurship research is that complexity theory was derived from physical, 
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inanimate systems and therefore there is little reason to believe it should apply to a system 

that includes human cognition. However, opportunity tension shows that drivers of individual 

behaviors (cognitions) can elicit behavior patterns in nascent entrepreneurs similar to those 

that precede emergence in physical systems. This further validates the use of complexity 

theory in entrepreneurship research.  

Second, this research does not support the “ubiquitous assumption” (Carsrud & 

Brännback, 2011) that economic opportunity is a direct and strong motivator of new venture 

creation. This research supports the assertion that economic opportunity is at best one of 

several influencers of new venture creation. It provides reason to critically question literature 

that assumes economic opportunity (or in different language “profit maximization”) is a clear 

driver of venture creation, at least among nascent entrepreneurs.  

Third, business planning has a complex influence on nascent entrepreneurship; at least as 

complex as it has in the new venture stage. Since there is little empirical research focused on 

the impact of planning in this particular entrepreneurship “stage”, this research demonstrates 

that the full impact of planning is not yet understood.    

MANAGERIAL IMPLICATIONS 

The first implication of this research is that nascent entrepreneurs need to work to find a 

balance between the economic opportunity they perceive and their intention to create a 

venture to exploit that opportunity. If these two are not in balance, their odds of achieving 

successful startup are drastically reduced. The nascent entrepreneur needs both psychological 

reasons to persist and the opportunity for economic gain in order to overcome the difficulties 

and barriers to startup.  
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The second implication is that nascent entrepreneurs should create a business plan, and 

then act on that plan with a regular level of activity appropriate for the environment in which 

the venture will exist. This plan should clearly indicate “exit ramps”, the points where 

nascent entrepreneurs should re-evaluate the feasibility of their pursuit. The plans need to 

include clear indicators of adequate progress, to assist the nascent entrepreneur in evaluating 

the appropriate circumstances under which to “exit” the pursuit, in order to help guard 

against becoming “stuck” in still trying status.  

POLICY IMPLICATIONS 

 Based on the above findings, the most important implication for policy makers is that 

economic incentives alone may not be the most efficient way to induce new venture creation. 

Rather a policy that combines economic incentives with other entrepreneurial “ecosystem” 

investments may produce more venture creation. The “ecosystem” investments should 

include mechanisms to help entrepreneurs develop appropriate entrepreneurial intentions; 

mechanisms like entrepreneurial networks and networking events, seasoned entrepreneur 

mentoring opportunities, and joint working sessions that help nascent entrepreneurs develop 

a well balanced, well rounded understanding of the tasks ahead. They not only inform the 

nascent entrepreneur, but also allow them to better pattern themselves after others. Finally, 

policy that supports economic incentives should also include mechanisms that ensure regular 

progress towards venture creation helping nascent entrepreneurs balance their activity level, 

guarding  against “over stimulating” activity.  

FUTURE RESEARCH 

 There are several opportunities for future research. First, validation of the opportunity 

tension construct would benefit from a data set that includes: a) continuous variables that 
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reflect nascent entrepreneur tension levels, in lieu of the binary variables used here, and b) 

variables collected on much shorter time spans (i.e. monthly rather than annually).  

Second, validation of the opportunity tension construct will require testing in other 

entrepreneurial “phase states”, which implies solving at least one complex issue. Since next 

most obvious “phase state” is “operating new venture”, the construct must be expanded to 

include the cognitions of managerial teams rather than individual nascent entrepreneurs.   

Third, the theory of planned behavior allows for the impact of barriers/facilitators on the 

“intention-action” linkage. An analysis that includes the potentially important moderating 

impact of these types of variables, of which there could be several, could be very important 

to the understanding of how intention impacts entrepreneurial action. In particular, 

barriers/facilitators analysis may illuminate the research into the “still trying” group of 

nascent entrepreneurs.  

Fourth, given the ubiquitous assumption that planning is beneficial to venture startup, 

further research into the impact of planning at the “nascent” stage is necessary and important. 

This research did not support the role of planning in the Timmons Model, one of the most 

widely used and taught “models” for venture creation. The teaching of “business planning” is 

ubiquitous in entrepreneurship education programs, based on the assumption that planning is 

a positive influence on venture startup. More understanding of the actual role of planning is 

needed, in order to direct this education appropriately.  
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APPENDIX A 

VARIABLES AND MEASUREMENT ITEMS, CHAPTER 2 

Variable Measurement Item 

  

New Venture 

Creation 

“How would you describe the current status of this start-up effort? Is it 

now a) an operating business, b) in an active start-up phase, c) still a start-

up but currently inactive, d) no longer being worked on by anyone, or e) 

something else?” Dichotomous variable, 1= operating business, 0 = all 

other statuses.  

  

Economic 

Opportunity 

“What would you expect the total sales, revenues or fees to be in the first 

year of operation?” Continuous variable ranging from $9,000 to 

$40,000,000.  

  

Intention to 

Create Business 

“To what extent is the following reason important to you in establishing 

this new business? To fulfill a personal vision.” Likert-type scale ranging 

from 1 = completely disagree to 5 = completely agree.  

  

Intention to Act 

Quickly 

“How many months or years do you have to put this business in place 

before any competitive advantage may be lost?” Continuous variable 

ranging from 0 to 60 months.  

  

Gender “What is your gender?” Dichotomous variable, 1 = Male 0 = Female.  

  

Previous Start-

ups 

“How many other businesses have you helped start?” Continuous variable 

ranging from 0 to 20.  
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APPENDIX B 

VARIABLES AND MEASUREMENT ITEMS, CHAPTER 3 

Variable Measurement Item 

  

Market 

Opportunity 

(Human & 

Matthews, 

2004) 

“What would you expect the total sales, revenues or fees to be in the first 

year of operation?” Continuous variable ranging from $9,000 to 

$40,000,000.  

 

Entrepreneurial 

Intention 

(Brush et al., 

2008) 

 

Business Plan A business plan usually outlines the markets to be served, the products or 
services to be provided, the resources required – including money – and 
the expected growth and profit for the new business. Has a business plan 
been prepared for this start-up? Dichotomous variable, 1= yes, 0 = no 

Financial 

Statements 

Have projected financial statements, such as income and cash flow 
statements or break-even analysis, been developed? Dichotomous 
variable, 1= yes, 0 = no 

Full Time Have you begun to devote full time to the business, that is 35 or more 
hours per week? Dichotomous variable, 1= yes, 0 = no 

Workshop Have you taken any classes or workshops on starting a business? 
Dichotomous variable, 1= yes, 0 = no 

Control 

Variables 

 

Gender “What is your gender?” Dichotomous variable, 1 = Male 0 = Female.  

  

Nascent 

Venture 

Industry Start up Sector 4 digit code, summarized to 10 industry sectors. 
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APPENDIX C 

VARIABLES AND MEASUREMENT ITEMS, CHAPTER 4 

Category/Variable Measurement Item 

  

Business Plan A business plan usually outlines the markets to be served, the products 
or services to be provided, the resources required –- including money –
- and the expected growth and profit for the new business. Has a 
business plan been prepared for this start-up? 
Dichotomous variable, 1= yes, 0 = no.  

Team Activities  

Team Organized Has a start-up team been organized? Dichotomous variable, 1= yes, 0 = 

no. 

  

Hired Employees Have any employees or managers been hired for pay – workers that 
would NOT share ownership? Dichotomous variable, 1= yes, 0 = no. 

Opportunity 

Activities 

 

Marketing Have marketing or promotional efforts been started (for the product or 
service this (startup/new firm) will be selling)? Dichotomous variable, 
1= yes, 0 = no. 

  

Patent/Copyright Has the patent, copyright, or trademark been granted or is it in the 
process? Dichotomous variable, 1= yes, 0 = no. 

  

Opportunity 

Defined 

Has an effort been made to define the market opportunities by talking 
with potential customers or getting information about the competition? 
Dichotomous variable, 1= yes, 0 = no. 

  

Production 

Procedure 

At what stage of development is the product or service this (start-
up/new firm) will be selling: 1) Completed and ready for sale or 
delivery; 2) A prototype or procedure has been tested with customers; 
3) A model or procedure is being developed; or 4) Still in the idea 
stage? Dichotomous variable 1 = yes to 1, 2 or 3, 0 = 4 or no response. 
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Financial 

Statements 

Have projected financial statements, such as income and cash flow 
statements or break-even analysis, been developed? Dichotomous 
variable, 1= yes, 0 = no. 

  

Work Shop Have you taken any classes or workshops on starting a business? 
Dichotomous variable, 1= yes, 0 = no. 

Resource 

Activities 

 

Supplies Ordered Have any raw materials, inventory, supplies, or components for the 
new (start-up/business) been purchased? Dichotomous variable, 1= 
yes, 0 = no. 

  

Equipment Leased Have any major items like equipment, facilities, or property been 
purchased, leased, or rented for the new (start-up/business)? 
Dichotomous variable, 1= yes, 0 = no. 

  

Bank Account 

Created 

Has a bank account been opened exclusively for this new business? 
Dichotomous variable, 1= yes, 0 = no. 

  

Money Saved Are you now saving money to invest in this business? Dichotomous 
variable, 1= yes, 0 = no. 

  

Funds Requested Have financial institutions or other people been asked for funds? 
Dichotomous variable, 1= yes, 0 = no. 

  

Supplier Credit Has credit with a supplier been established? Dichotomous variable, 1= 

yes, 0 = no. 

  

Child Care Have you arranged child care or household help to allow yourself time 
to work on the business, either formally or informally with friends and 
relatives? Dichotomous variable, 1= yes, 0 = no. 

  

Full Time Have you begun to devote full time to the business, that is 35 or more 
hours per week? Dichotomous variable, 1= yes, 0 = no. 



 

108 

 

APPENDIX D 

FREQUENCIES AND MEANS 

The analysis in Chapter 3 relies on a number of binary variables. In this case the 

standard means, standard deviation and correlations information may not adequately present 

the interrelationships between the variables. Table 11 and Table 12 present additional 

information that may be useful.  

Table 11 displays frequency information relative to the binary variables used in 

Chapter 3. There are four manufacturing industry entrants in the data, they are the reference 

industry used in the controls (i.e. manufacturing is the tenth industry in the data base). Table 

12 displays the means of each of the three continuous variables used in Chapter 3, by binary 

variable value. 
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Table 11. Binary Variable Frequencies 

N=83 

Market 

Opportunity 

Business 

Plan 

Financial 

Statement 

Full 

Time 

Work 

Shop Gender 

Business 

Service 

Consulting 

Service 

No Yes No Yes No Yes No Yes No Yes No Yes No Yes No Yes 
Market No 60 
Opportunity Yes 23 
Business No 56 16 72 
Plan Yes 4 7 11 
Financial  No 46 11 52 5 57 
Statement Yes 14 12 20 6 26 
Full  No 52 17 62 7 49 20 69 
Time Yes 8 6 10 4 8 6 14 
Work No 52 17 61 8 50 19 59 10 69 
Shop Yes 8 6 11 3 7 7 10 4 14 
Gender No 22 11 27 6 20 13 28 5 27 6 33 

Yes 38 12 45 5 37 13 41 9 42 8 50 
Business No 38 14 45 7 34 18 43 9 46 6 23 29 52 
Service Yes 22 9 27 4 23 8 26 5 23 8 10 21 31 
Consulting No 53 21 64 10 50 24 60 14 61 13 30 44 43 31 74 
Service Yes 7 2 8 1 7 2 9 0 8 1 3 6 9 0 9 
Retail No 40 20 52 8 44 16 50 10 50 10 22 38 0 31 51 9 

Yes 20 3 20 3 13 10 19 4 19 4 11 12 23 0 23 0 
Agriculture No 58 22 69 11 55 25 66 14 66 14 31 49 49 31 71 9 

Yes 2 1 3 0 2 1 3 0 3 0 2 1 3 0 3 0 
Construction No 60 21 71 10 57 24 68 13 67 14 32 49 50 31 72 9 

Yes 0 2 1 1 0 2 1 1 2 0 1 1 2 0 2 0 
Wholesale No 59 22 70 11 55 26 67 14 67 14 32 49 50 31 72 9 

Yes 1 1 2 0 2 0 2 0 2 0 1 1 2 0 2 0 
Media No 56 20 66 10 52 24 65 11 63 13 29 47 45 31 67 9 

Yes 4 3 6 1 5 2 4 3 6 1 4 3 7 0 7 0 
Transportation No 58 23 70 11 56 25 68 13 67 14 33 48 50 31 72 9 

Yes 2 0 2 0 1 1 1 1 2 0 0 2 2 0 2 0 
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Table 11. Binary Variable Frequencies (continued) 

N=83 Retail Agriculture Construction Wholesale Media Transportation 

No Yes No Yes No Yes No Yes No Yes No Yes 
Market No 
Opportunity Yes 
Business No 
Plan Yes 
Financial  No 
Statement Yes 
Full  No 
Time Yes 
Work No 
Shop Yes 
Gender No 

Yes 
Business No 
Service Yes 
Consulting No 
Service Yes 
Retail No 60 

Yes 23 
Agriculture No 57 23 80 

Yes 3 0 3 
Construction No 58 23 78 3 81 

Yes 2 0 2 0 2 
Wholesale No 58 23 78 3 79 2 81 

Yes 2 0 2 0 2 0 2 
Media No 53 23 73 3 74 2 74 2 76 

Yes 7 0 7 0 7 0 7 0 7 
Transportation No 58 23 78 3 79 2 79 2 74 7 81 

Yes 2 0 2 0 2 0 2 0 2 0 2 
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Table 12. Continuous Variable Means by Binary Variable Value 

N = 83 Activity Activity 

Variable Value N Rate Concentration Competition 

Market No 60 0.63 -0.13 1.80 

Opportunity Yes 23 1.02 -0.25 1.91 

Business No 72 0.69 -0.16 1.82 

Plan Yes 11 1.03 -0.24 1.91 

Financial  No 57 0.58 -0.16 1.79 

Statement Yes 26 1.07 -0.19 1.92 

Full  No 69 0.70 -0.16 1.84 

Time Yes 14 0.90 -0.18 1.79 

Work No 69 0.68 -0.17 1.83 

Shop Yes 14 1.00 -0.17 1.86 

Gender No 33 1.05 -0.17 1.76 

Yes 50 0.53 -0.16 1.88 

Business No 52 0.81 -0.16 1.88 

Service Yes 31 0.61 -0.18 1.74 

Consulting No 74 0.78 -0.17 1.78 

Service Yes 9 0.38 -0.17 2.22 

Retail No 60 0.61 -0.18 1.77 

Yes 23 1.06 -0.12 2.00 

Agriculture No 80 0.73 -0.17 1.84 

Yes 3 0.85 -0.20 1.67 

Construction No 81 0.73 -0.16 1.84 

Yes 2 0.75 -0.38 1.50 

Wholesale No 81 0.71 -0.17 1.85 

Yes 2 1.57 -0.15 1.00 

Media No 76 0.77 -0.16 1.87 

Yes 7 0.40 -0.22 1.43 

Transportation No 81 0.74 -0.17 1.83 

Yes 2 0.60 -0.08 2.00 
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