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Measuring entrepreneurial quality in southern Europe

Abstract

The main objective of this paper is working out an empirical methodology to
measure the quality of the entrepreneur's booster function, so that policy makers have an
appropriate diagnosis of the qualities of entrepreneurs in their area. In this sense, two
essential elements are the construction of an explanatory model, and the establishment of an
entrepreneuria typology with respect to quality levels. This methodology is then applied to
determine the quality level of entrepreneurs in Seville province (southern Spain), using
Partial Least Squares estimation technique on a survey of 278 entrepreneurs from various

activity sectors and with firms of different sizes.

JEL: C52, C87, L25, M13, M21, R11.



M easuring entrepreneurial quality in southern Europe’

One of the questions raising greater interest among economists, at least since the
beginning of the de-colonization process after the Second World War, is the debate about the
factors determining income differences among countries (Hunt, 1989). In this sense, answers
have usually been looked for on the basis of so-called top-down models, for which the key
for economic development is factor mobility, basically that of capital and labor (Hansen
1980). According to these models, backward regions would solve their economic problems,
on the one hand, by receiving capital surpluses from more advanced regions and, on the
other hand, by facilitating the transfer of their manpower surplus towards those more
developed regions, where they may be needed (Cappellin, 1992). This development will be
spontaneous or induced and spread over time to the rest of the spatial system from relatively
dynamic sectors and geographic clusters (Rosenstein-Rodan, 1943; Nurkse, 1952; Rostow,
1953; Lewis, 1955; Perroux, 1955; Myrdal, 1957; Hirschman, 1958).

Nevertheless, practice has demonstrated that income differences among regions
within a country and among regions of different countries have not varied significantly
during the last twenty years, at least, in the European Union (Tondl, 2001; Cuadrado, 2001)?.
An obvious example is the Spanish case. In spite of an improved situation in the most
backward regions (Communities) -such as Andalusia or Extremadura-, they have not
significantly changed their relative position with respect to the most developed Communities
(Cuadrado, Mancha and Garrido, 1998; Goerlich and Mas, 2002; Garrido, 2002). Although

the policy of transfers to families and to productive sectors has prevented a greater



backwardness of the poorer regions within an ever increasing competitive context, its results
have been insufficient.

In this sense, alternative models to explain economic disparities began to be
elaborated from the eighties within regional development economics; these are the “Bottom-
up” models or “development from below” (Stohr and Taylor, 1981; Stohr 1990). According
to them, the basic problems of backward economies reside in the under-utilisation of their
endogenous resources, within which dynamic entrepreneurs play an outstanding role
(Cappellin, 1992; Vazquez Barquero, 2002). For this reason, the promotion of productive
activities through the support to local entrepreneurs is greatly recommended as an economic
policy measure, with the basic objective of promoting an entrepreneurial culture (Cross and
Payne, 1991; Gibb, 1993a).

Based on this importance attributed to the entrepreneur in economic development,
researchers try to explain the behaviors of entrepreneurs and whether they are effectively
promoting economic development in their regions. The present paper lies precisely within
thisline of research and has the following objectives:

Firstly, to present a theoretical and conceptual model of the factors defining the

quality of entrepreneurs in a certain region, understanding as entrepreneurial quality

not management quality, but that of the behaviors that entrepreneurs perform when
trying to energize their enterprises.

Secondly, the paper works out an empirical methodology to measure the quality of

the entrepreneurs’ booster function, which alows us to diagnose the qualities of

entrepreneurs in an area. This task is very important for the elaboration of effective
policies to promote entrepreneurship. As an example, this methodology is applied to

determine the quality level of entrepreneurs in Seville, a province which belongs to



Andalusia (southern Spain), one of the most backward regions in the context of the

European Union.

2. A THEORETICAL AND CONCEPTUAL MODEL FOR ENTREPRENEURIAL
QUALITY

Although the entrepreneur's role in economic development was not given enough
importance until the endogenous development approach began to be considered in the
eighties, some outstanding contributions regarding their functions aready existed before,
such as those of Cantillon, Say, Schumpeter or Knight (Redlich,1949a; Hosdlitz, 1971;
Hebert and Link, 1989). But probably other social sciences have studied the entrepreneur's
role more deeply before endogenous development models arose. In this sense, Weber’'s
sociological contribution (Weber, 1969), Sombart’s historical one (Sombart, 1993), or
McClelland' s psychological one (McClelland, 1961), may be highlighted.

All these theories, though highly valuable, have been developed without considering
each other. Therefore, awide variety of notions coexists about the functions the entrepreneur
carries out to promote entrepreneurial success and, through it, economic development
(Hebert and Link, 1989). In this sense, severa efforts have been made in the last twenty
years to reach a synthesis (Blaug, 1983; Suarez Villa, 1989; Barreto, 1989; Hebert et 4.,
1989; Binks and Vale, 1990; Casson, 1991; Wennekers and Thurik, 1999; Veciana, 1999).
Guzman (1994) summarized the different entrepreneurial functions pointed out by
economists and other social scientists in three different ones: capitalist or financial function,
carried out by the entrepreneur when supplying capital to the enterprise; the managerial
function, consisting on direction, organization, negotiation, or controlling the operations of

the venture; and the booster function, which implies the adoption of a series of essential



initiatives not only to initiate the enterprise, but also to help it survive market forces and
achieve expansion.

Contrary to the manageria and financial functions, the booster one has a markedly
dynamic character and it is very difficult to formalize. Its result does not depend on the
application of certain technical knowledge about management, however complex it may be
(this corresponds to the manageria function). Rather, it depends on the qualities -both
psychological and sociological- of the entrepreneur, who should decide the basic initiatives
to undertake within the business such as, for example: to develop a new innovative project,
to look for new profit opportunities in the market or to stay alert about possible demand
changes (Redlich, 1949b; Blaug, 1983)%. As it will be pointed out later, the performance of
the booster function would be the consequence of the cognitive creative process which some
scholars nowadays are focusing on to explain how the process of opportunity recognition
and new venture creation is carried out by potential entrepreneurs and by consolidated
entrepreneurs (Gartner, 1985; Kirzner; 1997; Shane, 2000; Lumpkin, Hills and Shrader
2001; Timmons, 2004)

In this sensg, it is necessary to distinguish between the two great sub-functions that,
in our opinion, compose the booster function (Guzman 1994):

The “promoter sub-function” which entrepreneurs carry out when they create a new

business. Therefore, it clearly concerns those “potential entrepreneurs’ that have not

still created a venture but present a high propensity to doit.

The “energizer sub-function” which entrepreneurs carry out during the life or

existence of the enterprises, promoting their development or, at least, keeping them

alive. Thus, this sub-function directly concerns the work of “active or existing

entrepreneurs’.



Both sides of the booster function could be a clear consequence of what has been
called “the entrepreneurial culture” of a society; that is, the set of values, beliefs and
attitudes towards the entrepreneurial activity of the population (Gibb, 1993b), which may
directly influence the push towards the economic development of any region. In this sense,
the new regional development policy based on endogenous development models, directs
some instruments to improve the entrepreneurial culture, facilitating the work of local
entrepreneurs (Vazquez Barquero, 2002).

Nevertheless, with respect to the energizer sub-function, that entrepreneuria culture
would be manifest in the existence of entrepreneurs with certain qualities, both
psychologica and sociologicdl, i.e., through a certain “entrepreneurial quality”. This quality
should not be confused in whatever case with management quality (which refersto activities
of the managerial function and, therefore, routine functions)®, but rather it refers to the
initiatives and behaviors of entrepreneurs to energize their businesses. In this sense, a model
isrequired to explain which are the essential features that would explain their behaviors and
which would be the factors that influence them, to thus more precisely define what is meant
by “quality entrepreneur” (or “dynamic entrepreneur”). We would, then, have a theoretical
reference framework to allow qualitative analysis of entrepreneursin any region.

Therefore, based on the literature about entrepreneurial functions, amodel that brings
together the characteristics that would define a “quality entrepreneur” and the environmental
factors that would influence these characteristics can be found in Guzman and Santos (2001)
and Santos (2001). This model follows the tradition of other eclectic theories which consider
entrepreneurship as a multidimensional concept where the influence of sociological,
institutional, political and persona factors are essential in the behavior of entrepreneurs and
in their relationship with economic growth and development (Reynolds, Hay and Camp,

1999; Audretsch, 2002; Verheul, Wennekers, Audretch and Thurik, 2003). Among the



elements which configure “entrepreneurial quality”, there are three of them in that model:
the preference to work as self-employed, the entrepreneurial motivation and the energizer
behaviors (Figurel):

a) Preference to work as self-employed: This persona characteristic is an alternative way to
refer to the need of independence alluded to by Collins and Moore (1964) or autonomy
aluded to by Cromie and O’ Donaghue (1992). Thus, preference to work as self-employed
could be considered as the most clear characteristic of an entrepreneur. However, this
personal feature does not belong only to the entrepreneur, since it can also be present in
other individuals to a similar degree, such as teachers or artists, for example. In this sense, it
could be considered as a necessary condition, but not sufficient, to be a quality entrepreneur.

b) Entrepreneurial motivation: motivation is the set of factors that surround or influence the
performance of a given behavior in a specific situation. Entrepreneurship intentional models
are the base of this important psychological characteristic (Krueger and Casrud, 1993;
Krueger and Brazeal, 1994; Krueger, Reilly and Carsrud, 2000; Krueger, 2003), although,
the literature shows in recent years a growing, wide and differentiated interest in it (such as
for example, Shane, Locke and Collins, 2003). Among different taxonomies of motivations,
the one which differentiates the intrinsic/extrinsic type is very interesting. The
intrinsic/extrinsic motivation taxonomy considers the importance of the cognitive process
and, therefore, the qualities of the individual. Intrinsic motivation is close to the need for
achievement referred to by McClelland (1961). An intrinsec entrepreneurial motivation
means that the entrepreneur’s activity is developed not to win an economic reward, but by
the interest and pleasure of carrying it out (vocation, need for persona development) and the
extrinsic entrepreneurial motivation means the opposite”.

c) Energizer behaviors:. The performance of different energizer behaviors could show the

quality level of entrepreneurs because they would drive their actions to improve or not the



performance of the business. These behaviors are derived from four dimensions of

entrepreneurial orientation:
Ambition, which can be understood as the need of the entrepreneur to develop the
business through different investments in new production resources (fixed assets or
manpower), through taking risks and showing competitive aggressiveness
(McCleland, 1961; Davidsson, 1991; Lumpkin and Dess 1996). As Davidsson
(1991) says “Just as founding a firm is considerd more entrepreneurial than not
doing so, pursuing continued development of the firm is the more entrepreneurial
choice when refraining from doing so is another feasible alternative’
Innovation, which can be understood in a wide sense as Schumpeter’s five new
combinations, that is to say, as creativity (Schumpeter, 1944; Hagen, 1962; Lumpkin
and Dess, 1996). Innovation reflects an entrepreneur’s tendency to engage in new
ideas, novelty and creative processes such as technological or product-market
innovations. Nonetheless, imitation, which is a kind of innovation characterized by a
low degree of creativity, can be included, although it is very important in the same
way to force radical innovators to create new ideas again (Baumol, 1990 and 2004).
Cooperation, which can be understood as the behavior of search for contacts with
other people, entrepreneurs or not, and different organizations with the intention of
reinforcing the competitive position of the firm in the market and reach a higher
degree of growth. The behavior of cooperation could be formal, through agreements
with other businesses in the same or related activity sectors. This helps small firmsto
increase their size without losing their great flexibility (Costa and Callgjén, 1992).
Nevertheless, cooperation can be informal, through personal socia networks which
are very important as much in the pre-startup stage of the business as in that of

business startup and ongoing business stages (Butler and Hansen, 1991; Curran et



alia 1993; Monsted, 1995; Johannisson, 1995). From a macroeconomic point of
view, empirical researches on the success of Italian industrial districts (Pyke et dlia,
1992; Markussen, 1996; Guerreri et alia, 2001) and the development of the theory of
clusters during recent years (Porter, 1991 and 1998) highlight the importance of
formal and informal cooperation in a globalized world economy.

Proactiviness or leadership (Lumpkin and Dess, 1996; Gupta, MacMillan and Surie,
2004) which refers to a behavior aimed at anticipating and acting on future needs
through taking different dynamic initiatives in an effort to energize the business.
This behavior would be the opposite of passiveness, that is, indifference to leading in
the market. A problematic point with proactiveness is that it could be closely related
to innovation or ambition so it would be difficult to specify which could be the way
to measure it. Nevertheless, some behaviors, such as seeking money to invest,
investing in the training of employees, or putting into practice long-term planning of
activities, could be a way to identify proactiveness because all of them are dynamic
actions whose objective isto energize the firm.

These entrepreneurial qualities, in the model, would be influenced by environmental

factors, which can be divided into two types. On the one hand, factors of the entrepreneur's

personal environment, which would be basically family, education and professional

experience (Cooper and Dunkelberg, 1987; Scherer, Brodzinsky and Wiebe, 1991; Herron

and Robinson, 1993; Krueger et a., 1993; Gibb, 1993; Ray, 1993; Krueger, 2003). On the

other hand, factors of the entrepreneur's global environment, among which would be

productive opportunities, sociocultural and political-institutional factors (Wilken, 1979; Van

de Ven and Garud, 1989; Shane, 1994; Gnyawalli and Fogel, 1994; Davidsson, 1995;

Tiesen, 1998; Aldrich and Martinez, 2003). Thus, while persona environment factors
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provide entrepreneurs with abilities and attitudes, global environment factors provide
opportunities, values and information.
Obvioudly, important interrelations exist among the different elements of the model
(Figure), with the following ones standing out (Guzman and Santos., 2001):
Intrinsic entrepreneurial motivation or innovative motivation can exercise a direct
influence on booster/energizer behaviors (Ajzen, 1991; Krueger and Casrud, 1993;
Kuratko, Hornsby and Naffziger, 1997; Vivarelli, 2004). An intrinsic motivation
would contribute to a greater extent to the adoption of appropriate energizer
behaviors. Thisis because people with this kind of motivation try to do more difficult
tasks, reach a greater conceptual learning, strenghthen their creativity, are more
persistent in their behaviors and, finally, have more inclination to positive emotions

(Velaz Rivas 1996).

Insert Figure | about here

The impact of entrepreneurship on economic growth and development is a topic that
has emerged from the empirical point of view quite recently within the field of
entrepreneurship (Acs, 1996; Reynolds et al., 1999; Wennekers et al., 1999;
Audretsch and Thurik, 2001; Carree and Thurik. 2003). In this sense, the type of
energizer behaviors defined in our model (ambition, innovation, cooperation and

proactiveness) would influence entrepreneurial success or failure and, in turn, this
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would influence a higher or lower level of economic growth in the area where

entrepreneurs operate through the performance of firms.

Environmental factors can affect -directly or indirectly- the necessary condition, the

motivation and the energizer behaviors. In turn, feedback processes exist: on the one

hand, the incidence of development levels on the factors of the entrepreneur's global
environment; and, on the other hand, the incidence of the level of entrepreneurial
success in the factors of the personal environment.

As aresult, the different elements of the theoretical model of entrepreneurial quality
have a circular relationship. The interdependences among those factors are numerous and,
therefore, any change in one of them would have an influence on the rest. In this sense, if
policy-makers want to implement quality policies to promote entrepreneurship in a specific
location, it is necessary to know the nature and intensity of those relationships. However, to

fulfill thistask, it is also necessary to have a clear empirical methodology.

3. METHODOLOGY AND DATA

Starting from the theoretical and conceptual model, the application of an empirical
methodology would be carried out through an empirical study. So, we decided to analyse
Seville entrepreneurs because, within Andalusia, the interest towards regional economic
development has notably grown in the last few years, due to its lower development level
relative to the rest of Spain and other regions of the European Union (Cuadrado, 1998;
Tondl, 2001; Rus and Rastrollo, 2001). As mentioned above, to deepen our knowledge about
the characteristics of entrepreneurs in this southern european region would be essential as a
previous and very important task to elaborate effective policies to promote entrepreneurship.

An essential problem to be solved when analyzing the entrepreneurs qualitative

characteristics is the absence of specific databases and, therefore, of information about those
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characteristics. This problem islargely related to the almost nonexistent tradition -at least in
Spain- of carrying out studies about entrepreneurs qualitative aspects, either from the
theoretical or the empirical viewpoints. Therefore, to solve this problem, it is known that
field studies using persona interviews with a representative sample of local entrepreneurs
are needed. The methodology for collection and treatment of the information must include
three important tasks: a clear definition of the target population, elaboration of a simple and
clear questionnaire and, finaly, a statistical treatment of data through the elaboration and
indexing of entrepreneurial quality with the use of an exploratory and structural statistical
model.

In this empirica study, the target population is defined by the following
characteristics: a) the object of anaysis was real people, i.e., the entrepreneurs; b) these
people possessed -at least- a relevant enough share in the capital to allow them to be
considered as owners; c) the enterprise was located and developed its activity in the studied
area, neglecting those that ssimply are branches or plants of large national or foreign
companies; d) self-employed persons without employees were excluded, since a minimum
level of consistency and size of the productive unit is needed; €) the entrepreneurs had to be
involved in the management and control of the business, and not ssmply obtaining an income
in the form of profit. Therefore, the object of this study is the true autochthonous
entrepreneurs, excluding those from elsewhere.

Specifically, the Social Security system database of Andalusian enterprises supplied
and pared down by Diez de Castro (1995) was used as a reference in this study. From this, a
randomly-selected sample of 278 firms with identifiable entrepreneurs could be extracted.
This sample size was not very different to those used in similar studies carried out in Spain
(Sanchis, Picd and Olmos, 1989; Guzman, 1995; Toribio, 1998). Table | summarizes the

main sample characteristics in the empirical study of quality entrepreneurship in Seville.
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Insert Table | about here

To build the guestionnaire, although closed answers probably implied a loss of
valuable information, they served to speed up responses, helped to better define and specify
those answers and allowed interviewees to confront the questionnaire in a more relaxed way,
-as they knew roughly the time they would spend on its completion. On the other hand, a
genera attitude of mistrust with respect to revealing any type of information was also found
among Seville entrepreneurs. This tended to be much greater when questions concerned
economic-financial aspects. In this sense, personal interviews served to overcome the
problem of mistrust. They were usually arranged beforehand by telephone and, sometimes,
given the difficulty in contacting entrepreneurs, by visiting them without warning.

The theoretical and conceptual model to be tested assumes that the effective
performance of energizer behaviors (that is, the external behaviors showing the
entrepreneurial quality level) should be determined by four elements -as presented in the
previous section about the theoretical model. These elements are the following: preference to
work self-employed (or desire for independence), type of motivation, personal environment
and global environment. However, the influence of this last factor is difficult to test here as
the sample comes from a single economy. By definition, the global environment in the
province of Seville has to be the same for all firms operating there. Nevertheless,

demographic characteristics of the person may have an influence on the variables used to
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measure the persona environment. Those demographic variables, as we will see in the
results, could show the influence of some elements of the global environment, such as
culture or social factors.

Therefore, the model to test here will be a ssimplified version of the conceptua
model explained in the previous section. Thus, the performance of Entrepreneurial Quality in
Seville would be firstly determined by two kinds of constructs: personal environment factors
and cognitive factors (desire for independence and type of motivation). Regarding the latter,
it is necessary to differentiate between intrinsic and extrinsic motivations. As was said in the
previous section, the desire of independence is shown by the willingness of the entrepreneur
to work self-employed. On the other hand, the personal environment of the entrepreneur will
be measured via three constructs. education, professional experience and family support.
These three personal elements would be acting directly on the level of quality, but also on
the previous elements of the model, as shown in Figure |. Finally, the empirical model will
try to test the influence of some demographic variables (age, gender, location, entrepreneur
parents) on factors of personal environment, such as measures of culture or socia attitudes.

An important problem with the methodology is that the conceptual model was not
fully developed before the data collection and, therefore, the selection of indicators to
measure the energizer behaviors which configure entrepreneurial quality is less than ideal.
This means that results presented here can not be interpreted as an accurate and rigorous test
of the model. Nevertheless, four partial indexes, accounting for each of the energizer
behaviors identified in the previous section, were used. In al four instances, those partial
indexes range from 0 to 2, depending on the performance of the specific behaviors
considered in each of them:

Ambition index. To define this variable the answers to two of the questions have been

used: whether entrepreneurs have enlarged their enterprise with investments in new
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production resources (fixed assets and manpower) in the previous three years; and
whether they have thought about enlarging it in the following year. If none of either
behaviors is performed, this index would present a value of 0. The highest ambition
level would be presented by those interviewees who perform both behaviors, who
would be assigned a value of 2.

Innovation index. Innovative activity can be quite wide (Shumpeter, 1944), so
diverse possibilities must be considered. Three specific indicators have been
included: having introduced new products or services for costumers in the previous
three years; thinking of introducing them in the following year; and carrying out
export activities (as a measure of the search for new markets in the way Schumpeter
explained). Each behavior is valued 2/3, so that the index ranges from O (none of
them is performed) to 2 (the 3 behaviors are performed).

Collaboration index. The collaboration capacity of entrepreneurs is, probably, the
most difficult quality to measure, so two types of behavior have been included. The
first and more obvious of them consists in having established some kind of formal
agreement with other enterprises of the same activity. However, the use of
cooperation networks beyond mere relationships with clients and suppliers is aso
considered. We specifically consider the use of “communication networks’ as the
usual means of information for the enterprise. The index will move from O (none of
the behaviors performed) to 2 (the entrepreneur performs both of them).
Proactiveness index. The behaviors derived from the proactive capacity can also be,
in principle, very diverse. However, those entrepreneurs who show initiative when
writing detailed short-term plans or providing training for their employees have been

selected. Again, thisindex may range from O to 2.
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To test this theoretical and conceptual framework, a statistical model is necessary. In
this empirical study, Partial Least Squares (PLS) has been used for the analysis’. This
statistical model is a multivariate technique for testing structural models (Wold, 1985). In
this way, we have been able to ssimultaneoudly test al the hypothesized relationships among
the variables. PLS is more adequate than covariance-based methods -such as LISREL - when
the model is highly complex, the sample size is relatively small, and the analysis is
exploratory (Gefen, Straub and Boudreau, 2000; Roldan and Leal, 2003). In particular, PLS-
Graph software has been used (Chin and Frye, 2003).

With regard to the measurement model, as we have used single-item constructs or
formative ones, the traditional item and construct reliability, as well as convergent and
discriminant validity are not adequate. In formative constructs, the adequacy of indicatorsis
given by weights, that is, the extent to which they contribute to generating the construct
(statistical information is included in the appendix). As an example, weights of the four
partial indexes used to measure Entrepreneurial Quality range from 0.1458 for the
collaboration index, to 0.5957 for the initiative one. This would be indicating that none of
them is irrelevant, and -at the same time- there is not one single indicator providing an
overriding weight.

Finaly, the Entrepreneurial Quality Index was obtained by combining those four
partial indexes of energizer behaviors. Nevertheless, the PLS software transforms those four
partial indexes into a latent variable, the Entrepreneurial Quality Index (EQI), obtaining
optimal weights. This approach should be better than any set of arbitrarily chosen weights.

The next section presents the main results obtained.
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4. RESULTS

The concrete specification of the model to be tested is presented in Figure II,
alongside the results obtained. The numbers next to the arrows are the path coefficients or
regression coefficients. Their level of significance (if any) is indicated in the Figure. On the
other side, the numbers below endogenous constructs represent the proportion of their
variance explained by the model. In particular, amost 20.0% of the variance in the Quality
Index is accounted for by the explanatory variables.

Results must be considered with caution because of the fact that the conceptual
model was not fully developed before the data collection. Nevertheless, there are some
significative relationships that support different assumptions on which this simplified
Entrepreneurial Quality model is based for the elaboration of the index.

In fact, demographic variables play a significant role in shaping the persond
environment of the entrepreneur. For instance, aimost half of the variance in experience is
explained by age, by having entrepreneur parents and by gender. The role of age over
experience is more obvious but the influence of gender shows the discrimination against
women in the Seville environment. They face serious problems to be entrepreneurs, maybe
due to the still traditional culture in comparison to other Spanish and European regions. The
influence of family help on experience is a'so an important fact in the Seville environment: a
great percentage of entrepreneurs have entrepreneur parents and, then, have the posibility of
working in the family business from an early age.

Nevertheless, the influence of those demographic variables on family help and
education level is not so satisfactory. Even so, we have found a significant relationship
between age and education. This may be explained by the late implementation (in the
1980's) of a free, nationwide educational system in the country. This has had a deeper effect

on the Andalusian people because of their higher percentage of illiteracy in comparison to
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the national average thirty years ago. On the other hand, location has a significant
relationship on education because levels of illiteracy were in the 1970’'s in rural areas of
Andalusia even deeper than in large cities, such as Seville. This reflected again the
traditional and rural culture which existed in the region during those years.

The influence of personal environment factors on the Entrepreneurial Quality Index
has a different impact according to the variable. Education plays a very significant role both
in the need of independence and in determining the performance of energizer or dynamic
behaviors. In this sense, the extension of education to the general population has had a very
important effect on entrepreneurial quality during these last thirty years.

Yet family help and experience are not significant. In our opinion, this may be
explained by two factors. In the first place, the questionnaire may not have been adequately
designed to capture the influence of those variables. Secondly, the level of experience and
family support may be important to explain the emergence as an entrepreneur (start-up), but
not the level of entrepreneurial quality.

Finally, the cognitive elements of the model are highly related to the Entrepreneurial
Quality Index. Although, it is true that the need of independence is per se an intrinsic
motivation, it is interesting to test in Seville entrepreneurs its high influence on the rest of
intrinsic motivations because in our model preference to work as self-emplyed (need of
independence) is considered as a necessary condition (but not sufficient) to be an
entrepreneur. It should be kept in mind that levels of enemployment in Seville are almost
double the European Union average and, then, there are a lot of people who are
entrepreneurs to escape from unemployment, though, at the same time, they would prefer
salaried work. Therefore, it would be difficult (altough, of course, not impossible) for
someone who has become an entrepreneur due to economic necessity to be some day a

quality entrepreneur.
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On the other hand, both need of independence and intrinsic motivations exert a
significant influence on the level of qudlity, in the sense that both kinds of variables
stimulate a higher quality entrepreneurial orientation. It is important to remark at this point
that motivations are at the heart of entrepreneurial quality because the opportunity

recognition process would be very difficult or impossible without the role of motivations.

Insert Figure Il about here

As mentioned above, the PLS-Graph software integrates the partial indexes into a
global Entrepreneurial Quality Index, calculating the weights that offer best results. Figure
[l presents the histogram with its distribution. As may be seen, there seems to be three
blocks of cases grouped around -1.00, 0.00 and 1.50, besides a high frequency on the lower
limit. However, we used Two Step Cluster Analysis procedure provided by the SPSS
software to find the optimal number of clusters. This technique is designed to reveal natural
groupings within a data set. In this case, as expected, it identified three clusters of
entrepreneurs according to their Quality level. Table Il summarizes the main features of

those three Entrepreneurial Quality categories.

20



As can be seen in Table Il, there is a relatively small number of high quality
entrepreneurs, which represent only 22.3% of the sample. Obviously, this level depends on
the specific items used to measure each of the partial indexes. Besides, to be able to make
more definite statements in this sense, a similar sample of entrepreneurs to compare our
results would be needed. Nevertheless, it can be inferred with caution that the level of
entrepreneurial quality islow in the province of Seville. Therefore, the low level of economic
development that is also characteristic of Seville could be a consequence of this empirical
result.

Nevertheless, it is true as well that regions with a higher economic development can
attract high quality entrepreneurs because of the existence of institutions, opportunities or
infraestructures. This reasoning is partly supported both by the theory of the new economic
geography (Krugman 1991, Fujita et alia 1999) and the theory of endogenous growth
(Romer, 1986). The problem with this point of view is that, as has been demonstrated in the
case of Seville, the State investments (for example through the European Cohesion Funds or
the organization of some international events such as Expo’92 or the World Athletic
Championship in 1999), which were done to create those institutions, opportunities or
infraestructures, have not significantly changed the relative position of Seville and Andalusia
both in Spain and the European Union. Meanwhile, the same thing has not happened in other
Spanish regions, such as Murcia, La Rioja or Navarra, or in other European regions which
were aso poor several decades ago. They had not enough capital, infraestructures and
institutions and they were helped as Seville was helped. Nevertheless, they had
simultaneously to create or to look for the opportunities to grow. In short, economic

development does not always exert a direct influence on entrepreneurship (Nolan 2003).
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A problem with the results is that data do not allow us to relate the quality index with
regard to some measure of the business success. Some papers, such as that of Stormer et alia
(1999), connet both kind of measures but with some limitations. In particular, it is very
difficult to measure business success appropriately because of the previously alluded to
general attitude of mistrust of entrepreneurs with respect to revealing any information of

economic or financial aspects.

Insert Table |1 about here

According to the Entrepreneurial Quality model, a higher level of quality would
imply that the firm would be more successful and -at the aggregate level- a greater
contribution to the development of the economy in which it operates. In this sense, it may be
assumed that, in general, higher quality entrepreneurs, after some time, will possess larger
firms, mainly because of a behavior which derives from higher levels of ambition,
innovation, cooperation and proactiveness.

In table 111, it can be seen that the relationship between size and entrepreneurial
quality is highly significant (p < 0.001). In particular, it stands out that 90.8% of low quality
entrepreneurs (89 out of 98) own microenterprises of up to 5 employees. Therefore, despite
the influence of regional and sector conditions (competition), this relationship would be
indicating that firm size is a consequence of the entrepreneur’s quality level in this province.

It can not be forgotten that the entrepreneurial quality seems to be low in Seville and,
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therefore, the opportunity recognition process, the start up of new businesses, the success of
the businesses and, finally, the growth of the regional economy would be very difficult.
Nevertheless, there are two important methodological problems with this conclusion.
On the one hand, it is true that both firm expansion and the desire to undertake it are part of
the quality index. In this sense, it would be better if ambition was measured using differents
indicators. On the other hand, data refers to a single moment of time (cross-sectional) and to
appropiateley test the asumption that entrepreneurial quality leads to firm growth, it would
be necessary to do alongitudinal analysis. It would be interesting to choose a panel of small
entrepreneurs, to study their entrepreneurial quality, to follow the evolution of their
businesses during several years and, finaly, to check if their initial qualities have exerted an
influence on growth. However, this kind of analysis has also the problem that entrepreneurs
who want to participate in these research experiences usually are those who are more

motivated and, therefore, the ones with higher quality.

Insert Table 11l about here

Comparisons cannot be made so freely between firms in different sectors, as the kind
of economic activity developed may be conditioning firm size. In our sample, the proportion
of high quality entrepreneurs in manufacturing is 35.4%. That ratio falls to 22.2% in
construction and to 19.1% in services (including trade). It seems therefore, that higher

entrepreneurial quality is needed to operate an industrial firm, followed by construction, and
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with trade and services as the less demanding in this respect. In fact, Pearson’s Correlation
among the variables Quality Index and activity sector reaches a value of -0.107 and is
marginally significant (p < 0.1). However, when the Chi-squared test was used, that
relationship was non-significant.

Therefore, taking into account activity sector, we have checked whether the
relationship between entrepreneurial quality and firm size still holds. Our findings indicate
that thisis the case, as those relationships are significant for manufacturing firms (p < 0.05),
for construction companies (p < 0.01), and aso for those in services (p < 0.001).

Finally, with the exception of location, external variables are very weakly related to
Entrepreneurial Quality. Correlation coefficients are lower than 0.070 for age, gender and
parents-entrepreneurs. This would be indicating that those factors do not have a direct effect
on the level of quality, but only on the configuration of the persona environment.

Nonetheless, location does have a relatively high correlation with Entrepreneurial
Quality, reaching 0.204. The interpretation of this result is not easy. L ocation was measured
from 1 (most isolated parts of the province) to 4 (metropolitan ared). In our opinion,
therefore, this correlation could be revealing the influence of the global environment. In fact,
one should expect the metropolitan area to present some more favorable conditions than the
rest of the territory due to its greater market size, higher offer of professiona services, better
infrastructures -especially communication ones- and so on. Thus, this could serve as an
indirect confirmation of the important role that global environment may be playing, since it

shows how higher quality entrepreneurs tend to concentrate on the metropolitan area.

5. CONCLUSIONS
The analysis of the role carried out by the entrepreneur in the economy is still not

sufficiently developed. However, this needs to be changed, as the entrepreneur occupies a
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pre-eminent role in a market economy, especially nowadays with increased competition and
uncertainty as a consequence of the globalization process.

As may be seen in this paper, the anaysis of the entrepreneur's behaviors is a
complex issue. Firstly, it is necessary to keep in mind that such behaviors are not innate,
because they are influenced by a whole series of personal, economic, social, cultural and
political variables, which requires a multidisciplinary approach. Secondly, as there is not a
clearly-defined population of entrepreneurs, the results derived from different analyses of the
data always must be taken with caution.

Specifically to overcome this complexity, this paper seeks to advance in a
methodological framework that stimulates future research in this area of knowledge. In this
sense, the theoretical model adopted allows the defining of the characteristics a quality
entrepreneur should possess, and the factors that influence them. Predetermination of the
stages to follow within this empirical methodology to analyze entrepreneurial quality may be
important, as it would allow carrying out similar studies in different economies and,
therefore, comparing results, which is presently very difficult.

Within this empirical methodology, the importance of the elaboration of an
entrepreneurial quality index stands out. This index, as it has been explained, would allow
the obtaining of a measure of entrepreneurial quality in a certain area, grouping
entrepreneurs according to their quality level, and establishing a profile for the quality
entrepreneur. The results thus obtained could allow a better diagnosis and the elaboration by
policy-makers of more appropriate measures to promote entrepreneurial quality.

Finally, this empirical methodology has been applied to Sevillian entrepreneurs to
demonstrate its operability. Despite the problems regarding data collection and the
measurement of some energiser behaviors, this application shows that both the

entrepreneurial quality model and the quality index offer some results which are consistent
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with the theory. In general, results show that Seville's entrepreneurs could have alow level
of quality, indicating that firm size and, maybe, sectoral speciaization could be a
consequence of the entrepreneur’s quality level. Finally, with the exception of location,
external variables are very weakly related to Entrepreneurial Quality, indicating that those
factors would not have a direct effect on the level of quality, but only on the configuration of
the personal environment.

Therefore, the substantial backwardness of Seville with regard to other areas in the
country and the European Union could be related to the low level of entrepreneuria quality.
Moreover, the implementation of policies presently applied does not seem to be contributing
enough to a great improvement of entrepreneurial quality in the province and in the region

because, in general, this question would not be being taken into consideration.
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Notes

1 The authors want to thank Leo Van Wissen -Netherlands Interdisciplinary Demographic
Institute (NIDI) and the University of Groningen- for his hepful comments and
suggestions. We are aso very grateful to Wynne Chin -University of Houston- for
supplying the necessary PLS software package, and also to J.L. Roldan -University of
Seville- for his help with the statistical analysis.

2 The neoclassical theory of economic growth elaborated from the seminal work of Solow
(1956) and Swan (1956) has been used by authors such as Barro (1991) or Sala-i.Martin
(1990) to predict the convergence among countries and regions. Nevertheless, as Romer
has demonstrated (Romer, 1986), the convergence is difficult or not possible because there
are increasing returns in the long run due to technological spillovers and knowledge
spillovers.

3 Fritz Redlich (1949b), one of the researchers who belonged to the Research Center in
Entrepreneurial History of Harvard, refers to three kinds of functions in a business: the
capitalist function, the manager function and, most important, by the entrepreneur
function. This latter could be assimilated to the booster function. Forty years later, Mark
Blaug (1989) also refers to three entrepreneurial functions: financing function, managerial
function and, finally, power-decission function. This would also be connected with the
booster function.

4 See for example, with regards to management quality, Azzone and Cainarca (1993). They
define quality in two ways. quality in the production process (the ability to reduce or
eliminate waste and sources of defective products) and quality of conformance (the
respondance of a product to design specifications) and grade (the capacity of a product to

satisfy customers' requirements).
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5. A different taxonomy of motivations close to the intrinsic/extrinsic type is better described
in Kuratko et a. (1997). Regarding the distinction among push factors (unemployment)
and pull factors (education) of motivation (Cooper and Dunkelberg, 1986), although it is
also close to the former, we think it is insufficient because each variable can positively or
negatively influence motivations, depending on the person.

6. Three relevant papers on entrepreneurship where Partial Least Squares is used to test a
conceptual model can be found in Davidsson (1991), Chuaet alia (1999) and Julien et alia

(2003).
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APPENDIX
Partial Least Squaresresults
TABLE A-l

Construct weights and collineality tests

Outer Model Weights Collinedlity
Original Mean of Variance
Standard T-
sample | subsampl Inflation
error Statistic
estimate es Factor
Entrepreneur parents:
ENTREP_P 1.00
Age
AGE 1.00
Gender:
GENDER 1.00
Location:
LOCATION 1.00
Family help:
LABOR -0.18 0.09 0.47 0.38 131
MONEY 0.64 0.37 0.45 144 1.29
CONTACTS 0.61 0.53 0.23 2.67 1.46
Experience:
EXP1CODED 1.00 1.00 0.01 154.82 101
EXPER2 0.02 0.04 0.07 0.25 101
Education:
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EDUCATION 1.00 --
Desire for independence:

DES_INDEP 1.00 --
Type of motivation:

MOTIVATION 1.00 --
Quality Index:

|_ AMBITION 0.40 0.38 0.21 191 122

| INNOVATION 0.20 0.19 0.15 1.32 1.26

|_ COLLABOR 0.15 0.14 0.14 1.04 121

|_PROACTIV 0.60 0.57 0.18 3.22 1.34
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TABLE A-lI

Discriminant validity coefficients

1 2 3 4 5 6 7 8 9 10

1 Entrepreneur

parents 1,00
2 Age 0,09 1,00
3 Gender 009 0,13 1,00
4 Location 0,03 0,08 -0,07 1,00
5 Experience 008 067 018 0,01 0,71
6 Education 0,08 -0,16 -0,11 0,23 -0,14 1,00
7 Family help 027 -031 001 -011 -024 010 071
8 Desrefor

independence| 0,10 0,06 0,07 001 005 020 003 1,00
9 Typeof

motivation 0,06 -005 000 002 -004 0,09 -007 028 1,00
10 Quality index 0,07 -003 001 020 001 035 -001 030 022 0,70
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TABLE |

Sample characteristics

Size (No. employees) Age Gender
Activity sector
1-5 6-20 | 21+ | 18-25 | 26-40 | 41-55 | 56+ | M F
Manufacturing 29 15 4 - 27 14 7 45 3
Construction 19 11 6 - 20 13 3 35 1
Trade & services 154 32 8 9 90 75 20 | 167 27
Total 202 58 18 9 137 102 30 | 247 | 31
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TABLE I

Grouping the Entrepreneurial Quality Index

Cluster L abel Mean value | Std deviat. | No. cases %
1 Low -1.09 0.36 98 353
2 Medium 0.16 0.37 118 42.4
3 High 142 0.29 62 22.3
Total 0.00 1.00 278 100.0
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TABLE 111

Quality level by size of thefirm

Quality Size (No. employees)
Index 1to5 6t0 20 21t0 100 Total
Low 89 8 1 98
Medium 89 25 4 118
High 24 25 13 62
Total 202 58 18 278




FIGURE |
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Source: Guzman and Santos (2001)
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FIGURE Il

Entrepreneurial Quality Index, model and results®

0.085"

Experience}"- - === -

0.309 ***

Underlined numbers below each endogenous construct indicates the proportion of the

variance explained. Numbers by the arrows represent path coefficients. Significant

ones are denoted as follows:

+ p<01

* p<0.05
** p<0.01
***  p<0.001.
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Frequency

Entrepreneurial Quality Index histogram

FIGURE I11
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