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Abstract

Incubators or policymakers need to decide which applicants to invest
their budget and resources in. In the interest of avoiding misdirected
budgets, they will naturally seek to invest in those applicants with
the greatest potential for succeeding. This article describes a method
designed to help in making sound investment decisions by selecting those
entrepreneurs most likely to succeed. The methodology involves two
steps: the first focuses on the assessment of individual characteristics,
and the second focuses on the evaluation of the business opportunity.
We applied this methodology on an entrepreneurship promotion pro-
gramme following a longitudinal design. By the end of the programme,
the 15 selected participants were successful in the implementation of
their start-ups. This would indicate, therefore, that using this entre-
preneur selection method can help in the investment decision making
process because it enables entrepreneurship agents to more effectively
evaluate individuals and their opportunities.
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In deciding which individual to hire for a specific job or position, the
personnel selection process is an invaluable help to choosing the person
with the most adequate profile and potential to contribute to the success
of the organisation (e.g., Schmidt & Chan, 1998; Schmidt & Hunter,
1998). It is, therefore, quite surprising that in the field of entrepreneur-
ship research, personnel selection theories, methods and procedures
seem to be absent. There is a call for evidence-based management
(Rousseau, 2006) and evidence-based entrepreneurship (Baron, 2012;
Frese, Rousseau & Wiklund, 2014), but it seems that the evidences from
personnel selection have been kept apart from entrepreneurship prac-
tices. Markman and Baron (2003) stressed that ‘additional research is
needed to empirically assess concerns regarding the utility of selection
procedures (...)” (p. 295) in entrepreneurship. In this study, we aim to
make a contribution towards bridging the gap in the knowledge between
the field of personnel selection and the field of entrepreneurship. We
describe here the development and application of a personnel selection
methodology for entrepreneurial activities in their pre-emergence stage.
The entrepreneur selection method includes the assessment of the indi-
vidual characteristics and the assessment of the business opportunity
characteristics.

This study contributes to the theoretical development and technical
application, one that integrates the construct of personnel selection
methods to the entrepreneurship field. We also contribute to the practice
of entrepreneurship because we propose a methodology to select the
individuals and business opportunities with a higher potential to be suc-
cessfully implemented. This methodology can be used in programmes
which support entrepreneurship initiatives, and might also be a tool for
business angels, risk capital venture investors, or incubation processes.
Whatever is included in investment of resources in an individual and a
business opportunity, it is a sine qua non condition to have evaluation
criteria to assess the probability of success. This means, one has to have
criteria to select entrepreneurs.

The Journal of Entrepreneurship, 23,2 (2014):201-230
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How do venture capitalists and business angels select the potential
entrepreneurs’ remains a largely unexplored topic (see exceptions,
Cardon, Sudek & Mitteness, 2009; Chen, Yao & Kotha, 2009). Although
there are some studies on the selection process of franchisees (e.g.,
Clarkin & Swavely, 2006; Jambulingham & Nevin, 1999; Kaufmann &
Rangan, 1990), the selection process of entrepreneurs has been largely
out of scrutiny. Consequently, there is a theoretical and empirical gap
concerning the criteria and methodologies for the selection of potential
entrepreneurs. This study is an attempt to shed some light on the criteria
for entrepreneur selection. More specifically, we present and test a
methodology for the selection of potential entrepreneurs on a programme
for entrepreneurship promotion. Through three research steps in a longi-
tudinal design we aim to test the predictive capacity of the entrepreneur
selection methodology.

The Entrepreneur Selection Research Field

Research on the individual characteristics of entrepreneurs (e.g.,
Schwenk & Shrader, 1993) assumed that personal competencies do
indeed play an important role in the entrepreneurial process, as new
ventures are also to a great extent a product of individual action
(e.g., Baum, Frese, Baron & Katz, 2007; McMullen & Shepherd, 2006).
In addition, research about knowledge, skills and abilities showed that
the stronger the competencies, the greater the success of the enterprise
(Baum, Locke & Smith, 2001; Bird, 1988; Markman & Baron, 2003).
Furthermore, competencies, in contrast to personality traits (Brandsttter,
2011), are individual differences dimensions that are open to training,
education and change.

Markman and Baron (2003) defined the person-entrepreneurship fit
as the match between entrepreneurs’ individual characteristics and the
requirements of the activity of being an entrepreneur. The authors argued
that there is a relation between person-entrepreneurship fit and success:
the greater the person-entrepreneurship fit, higher the probability of
entrepreneurial success. To our best knowledge, Markman and Baron’s
(2003) paper is unique to call for the need to develop selection proce-
dures based on personal characteristics.

The Journal of Entrepreneurship, 23,2 (2014):201-230
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The personnel selection processes emerge from empirical evidence
on the relationship among skills, abilities, knowledge and job perfor-
mance. Although the research on personnel selection is significantly
developed (e.g., Cortina, Goldstein, Payne, Davison & Gilliland, 2000;
Judge, Higgins & Cable, 2000; Salgado & Moscoso, 2002) and their
practical implications for the organisational context are quite evident
(Guest & Zijlstra, 2012), there is a clear absence of the knowledge trans-
fer to entrepreneurship research. Given that the predictive capacity of
personnel selection on individual performance is highly recognised (e.g.,
Schmidt & Chan, 1998) it is surprising how entrepreneurship research
and practice did not apply the knowledge to entrepreneur selection.

In this study we attempt to make the convergence of two well devel-
oped literatures: the personnel selection literature and the entrepreneur-
ship literature. The evidences from personnel selection are broad and
well tested (Hunter & Schmidt, 1996) showing that we can select the
individuals who are more able and fit in a certain position or task.
Entrepreneurship literature is broadly defined around the individual-
opportunity nexus (Shane, 2003), defining the process as an interaction
between the individual attributes and the entrepreneurial opportunities.
There is a clear theoretical gap concerning the confluence of these two
fields and there is a need to develop a scientific measure that can help in
the promotion of entrepreneurial performance. Gathering the main,
shared and corroborated evidences from both personnel selection and
individual-opportunity entrepreneurship characteristics fields, we are
able to start working on the entrepreneur selection research field.

We first propose an entrepreneur selection method.

The Entrepreneur Selection Method

The entrepreneur selection method attempts to design a methodology for
the selection of potential entrepreneurs. We include in this methodology
the suggestions of both personnel selection and individual-opportunity
entrepreneurship characteristics. The entrepreneur selection method
includes two steps.

In Step one, it is important to assess four critical dimensions of
individual characteristics: cognitive competencies, psychosocial com-
petencies and management competencies. In step two, there is a first

The Journal of Entrepreneurship, 23,2 (2014):201-230
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assessment of opportunity characteristics, which includes evaluating the
potential for the business idea to become a real, profitable opportunity. It
also includes business opportunity prototype and decision to launch a
venture prototype. Table 1 details the steps and the variables included in
the entrepreneur selection method.

The entrepreneur selection method we described earlier is based on a
multi-source approach. The assessment instruments include cognitive
ability tests, personality tests, semi-structured interview and surveys.
The entrepreneur selection method aims to select the dyad (individual
and opportunity) with greater potential to be entrepreneurial. We tested
the entrepreneur selection method on an entrepreneurship promotion
programme following a longitudinal design with three research steps.

The Entrepreneurship Promotion Programme

The entrepreneurship promotion programme was developed by a local
government agency and was integrated in their policies for youth and
social development. This programme aimed to select the best entrepre-
neurial projects and then to support them with pecuniary prizes and
incubation resources and facilities.

The entrepreneurship promotion programme targeted local residents,
aged between 18 and 40, who were finding it hard to access the labour
market and who were willing to launch their own business. The indivi-
duals applied for the programme with an entrepreneurial idea. The pro-
gramme took place over seven months and included three main stages:
Stage 1—Assessment and selection of the would-be entrepreneurs and
projects, Stage 2—Training and Stage 3—Implementation.

The assessment and selection of the would-be entrepreneurs and pro-
Jects stage was accomplished in the first two months. During this period,
the programme used the selection method described earlier. By the end
of this stage, and based on the results of all the measures included in
the selection methodology, the individuals who scored highest during
entrepreneur selection progressed to the second stage. This selection was
made by two independent experts who analysed the results from the
entrepreneur selection method and the entrepreneurial project. In accord-
ance with the rules of the programme, a maximum of 35 participants
could be selected to go through to the second stage.

The Journal of Entrepreneurship, 23,2 (2014):201-230
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The training stage lasted a further two months and the selected
entrepreneurs attended 36 hours of training lectures from university
professors of entrepreneurship. After their training, the entrepreneurs
prepared business plans which were assessed by a panel of experts.
Based on the opportunity evaluation process, those individuals with the
highest scores were selected to go on to the next stage.

During the implementation stage, which occurred over the next three
months, experts provided technical support, mentoring and coaching. At
the end of this stage, the best entrepreneurial projects were given prizes
by a different panel of judges during a public awards ceremony.

Following the three stages of the entrepreneurship promotion
programme, we were able to develop a longitudinal study with three
research steps.

Research Step |—The Selection Criteria to the Training Stage

The aim of the first stage of the programme was to select those indivi-
duals with the greatest chance of successfully completing the training
programme, and implementing the entrepreneurial project.

Participants and Measures of the Entrepreneur Selection Method

A total of 74 participants were involved in the assessment and selection
step. There were 40 women and 34 men, aged 18 to 38 years (M = 26.16,
SD = 3.58). More than half of the participants had university degrees
(54.1 per cent), and all the others had completed high school.

In the step 1 (individual characteristics), cognitive competencies were
measured through three tests validated to the national population. The
results of all tests were standardised on a 5-points scale in accordance
with the national norms. General intelligence was assessed with a well-
known domino test with 44 items. Practical intelligence was assessed
with a test through seven exercises which consists in displaying different
objects in boxes in accordance with given descriptions. Logical reason-
ing was assessed with a test with 40 logic sequence items, and the
task involved discovering the next element of the sequence, following
the presented logic. The internal consistency of the three measures of
cognitive competencies was adequate (00 = 0.74).

The Journal of Entrepreneurship, 23,2 (2014):201-230
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Personality characteristics included warmth, emotional stability and
self-confidence and were measured using Cattell’s Personality Inventory.
Data were normalised in accordance with the national population norms.

The psychosocial competencies variables included a total of 13 items
which assessed resilience, self-efficacy, social support and persuasion
capacity. The items were adapted from the entrepreneurial potential
assessment inventory (EPAI; Santos, Caetano & Curral, 2014). All items
were rated on a five point Likert scale ranging from 1 (totally disagree-
ment) to 5 (totally agreement).

Social support was measured using four items (0. = 0.85), persuasion
capacity using three items (ot = 0.66), resilience using four items
(o0 = 0.72) and self-efficacy using two items (r = 0.58, p < 0.01).

Management competencies were also assessed using the items
adapted from the entrepreneurial potential assessment inventory (EPAI;
Santos et al., 2014). Resources mobilisation capacity was assessed using
four items (0t = 0.79), and vision was assessed using two items (r = 0.54,
p <0.01).

Opportunity characteristics (Step 2) included the assessment of busi-
ness idea potential, business opportunity prototype and decision to
launch a venture prototype. Participants were required to describe their
business idea during an individual interview and to fill a form describing
their business opportunity and decision to launch venture prototype.

Business idea potential was assessed by two independent experts
based on a semi-structured interview and a written document where the
individuals described their business idea. The experts were asked to rate
the idea on the following dimensions: project relevance, economic via-
bility and resources acquisition on a five-point scale (1 = completely
inadequate, 5 = completely adequate). Project relevance was measured
by three items referring to the relevance of the project to the community,
economic viability of the project with three items and resources acquisi-
tion with three items. The inter-rater agreement showed an adequate
value for all the dimensions (Cohen Kappa = 0.84, Cohen
Kappa, i viavitiey = 0.81 and Cohen Kappa scquisition — 0.79).

Business opportunity prototype was measured using ten items from
Baron and Ensley (2006) to assess three dimensions: change industry,
positive net cash flow and manageable risk. The participants were
required to assess the importance level of each item for the identification

project relevance

The Journal of Entrepreneurship, 23,2 (2014):201-230
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of the business opportunity. All items were rated on a scale ranging from
‘minimum importance’ (1) to ‘maximum importance’ (7). Change indus-
try was measured with four items (ot = 0.85), positive net cash flow with
four items (0. = 0.61) and manageable risk with three items (0t = 0.89).

Decision to launch a venture prototype was measured by the proto-
typical features of the overall financial model, intuition, unique product
and big potential market using the items from Baron and Ensley (2006).
All the items were rated in a scale ranging from ‘minimum importance’
(1) to “maximum importance’ (7). Overall financial model was measured
with five items (o0 = 0.85). Intuition was measured with four items
(o0 = 0.71), unique product with three items (ol = 0.64) and big potential
market with three items (0t = 0.72).

Table 2 presents the correlation matrix of all the variables involved on
the entrepreneur selection methodology.

Results

The goal of the assessment and selection stage was to select the partici-
pants with greater potential to become entrepreneurs. The research
purpose was to understand whether the entrepreneur selection method
could differentiate among individuals with low and high potential. Of
the 74 participants who were involved in the first stage, 34 were selected
to the training stage according to the results in the entrepreneur selection
method.

Table 3 presents the means and standard deviations of all the meas-
ures included in the entrepreneur selection method for the individuals
who were selected to the training stage and those who were not selected
to the training stage. Groups were tested for differences using t-tests.

Data analysis evidenced that there are statistically significant differ-
ences among the following dimensions: general intelligence (t(72) =
—2.68, p <0.01), logical reasoning (t(71) = -3,28, p < 0.01), persuasion
capacity (t(68) =—5.91, p <0.01), resources mobilisation capacity (t(66)
= -5.16, p < 0.01), vision (t(71) = —6.03, p < 0.01), project relevance
(t(72) = —=6.36, p < 0.01), economic viability (t(72) = —7.11, p < 0.01)
and resources acquisition (t(72) = —6.69, p < 0.01). As these variables
differentiate significantly the participants they were established as selec-
tion criteria for the training stage.

Thus, the individuals who were selected to the second stage were char-
acterised by a higher score on general intelligence, logical reasoning,

The Journal of Entrepreneurship, 23,2 (2014):201-230
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Table 3. Means and Standard Deviations: Selected versus Non-selected
Individuals to the Training Stage

Selected to the Not Selected to

Training Stage the Training Stage

M SD M SD
General intelligence* 3.477 1.02 2.70° 1.38
Practical intelligence 2.74 0.99 2.50 1.04
Logical reasoning* 3.68° 0.77 2.93° 1.07
Warmth 6.44 2.56 6.35 1.56
Emotional stability 7.15 2.34 6.93 2.76
Self-confidence 6.82 2.15 6.78 2.04
Social support 4.45 0.42 4.57 0.56
Persuasion capacity™* 4.28° 0.40 3.46° 0.70
Resilience 4.15 0.37 4.07 0.49
Self-efficacy 437 0.37 4.35 0.70
Resources mobilisation 4.33° 0.41 3.57° 0.74
capacity™®
Vision* 3.99 0.66 2.95° 0.79
Project relevance™® 3977 0.69 2.83° 0.83
Economic viability* 3.99 0.74 2.62° 0.89
Resources acquisition*® 4.07* 0.78 2.68° 0.98
Change industry 5.44 0.85 5.19 1.02
Positive net cash flow 5.30 0.81 5.31 0.96
Manageable risk 5.11 1.46 5.63 1.40
Overall financial model 4.63 1.12 4.97 1.17
Intuition 5.39 1.05 5.31 1.17
Unique product 5.35 1.0l 5.39 091
Big potential market 6.09 0.74 6.33 0.77

Source: Authors’ own work.
Notes: *p < 0.05;*selected; *not selected.

persuasion capacity, resources mobilisation capacity, vision, project rele-
vance, economic viability and resources acquisition.

Logistic Regression

Logistic regression is a log-linear model which uses maximum likeli-
hood to estimate the regression’s response function (Neter, Kutner,
Nachtsheim & Wasserman, 1996). The dependent variable in logistic

The Journal of Entrepreneurship, 23,2 (2014):201-230
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regression is an odd ratio which indicates the changes on the estimated
proportion of successful cases due to the changes on one unity of the
independent variables. Therefore, logistic regression is useful for pre-
dicting a criterion variable (being selected to the training stage) on the
basis of independent variables. The criterion variable takes the value 2 if
the respondent group was selected to the training stage; otherwise it
takes the value 1, representing a non-selected candidate to training stage
(Hair, Anderson, Tatham & Black, 1998; Hitt, Bierman, Uhlenbruck &
Shimizu, 2006; Gong, 2003).

We used logistic regression for our selection criteria validation analysis
technique because it is appropriate for use with a criterion variable having
two categories (selected versus non-selected). Moreover, logistic regression
adds understanding about the data by providing a unique partitioning of the
total variance explained by variables of interest and is one of the most pow-
erful tools for extracting unique variance (Cohen & Cohen, 1983).

We performed logistic regression analysis on three models: Model 1—
cognitive competencies and personality characteristics, Model 2-
psychosocial competencies and management competencies and Model 3—
business idea potential, business opportunity prototype and decision
to launch a venture prototype. This aggregation option was due to the
impossibility to compute logistic regression analysis with the seven dimen-
sions, because of the sample size. Table 4 presents the results of logistic
regression analysis. For all models developed, we present the effect size
of the model (Nagelkerke R* measure) the goodness of fit measure (Log
likelihood) and the Chi-Square (%) test.

Results for model 1, which assumed the cognitive competencies and
the personality characteristics as predictors of being selected to training
stage, showed a significant fit ()*(6) = 12.25, p < 0.05), explaining 20.4
per cent of the variation of the selection to the training stage (Nagelkerke
R? = 0.21). The effect of logical reasoning was statistically significant
(Wald test = 4.11, p < 0.05) and logical reasoning, general intelligence
and emotional stability odd ratios were greater than one, indicating
positive effects on the selection to training stage. The strongest of these
effects was logical reasoning. This result meant that participants with
higher logical reasoning were more likely to be selected to the second
stage than participants with lower levels of logical reasoning.

Model 2 evidenced a significant fit (y*(6) = 40.68, p < 0.01) and
explained 70.6 per cent of the variation on the selection to the training
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stage (Nagelkerke R* = 0.71). The effect of social support and vision
were statistically significant (Wald test_ ;| apport — 432, p < 0.01, Wald
test .. = 7.54, p < 0.05). Although the persuasion Wald test statistics
was not significant, the persuasion odd ratio was the highest, indicating
that participants with higher scores on persuasion were more likely to be
selected to the second stage than the lower result ones.

The third model included the opportunity characteristics: business
idea potential, business opportunity prototype and decision to launch a
venture prototype. The model evidenced significant fit ()*(10) = 43.65,
p <0.01) and explained 71 per cent of the variation of the selection to the
training stage (Nagelkerke R? = 0.71). Resources acquisition, change
industry, manageable risk and big potential model presented both a
significant statistic (Wald test acquisiion — 321, p < 0.05, Wald
test =4.09, p <0.05, Wald test =4.79,p <0.05, Wald

test:::i:::: :lyo i =444, p<0.05). The cgdrl?gsdgz)rrli]&ent odd ratios were all
greater than one, indicating positive effects on the selection to the train-
ing stage. This suggests that participants with greater scores on the
resources acquisition, the change industry, the manageable risk and the

big potential model were more likely to be selected to the training stage.

Discussion

The entrepreneurship promotion programme involved 74 potential entre-
preneurs. The stage 1—assessment and selection—aimed to select a
maximum of 35 participants to the second stage, the training stage. The
entrepreneur selection method suggested the selection of 34 participants.
This entrepreneur selection method included psychological tests, sur-
veys, an individual interview and the assessment of the business idea.

Logical reasoning, general intelligence, persuasion, resources mobili-
sation capacity, vision, project relevance, economic viability and resour-
ces acquisition were the selection criteria for the selection to the training
stage. The individuals selected to the training stage were significantly
higher on these dimensions.

Logistic regression corroborated the decision based on the entrepre-
neur selection method, and evidenced that the predictors included in the
logistic regression equation explained the probability of being selected
for the training stage.

More specifically, the logistic regression results showed that logical
reasoning, social support, vision, resources acquisition, change industry,

The Journal of Entrepreneurship, 23,2 (2014):201-230
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manageable risk and big potential model have a statistically significant
effect on the probability to be selected to the training stage.

Research Step 2—The Selection Criteria to the
Implementation Stage

The second step of the entrepreneurship promotion programme included
a 36 hour training programme over a period of two months. Entre-
preneurship training provides the knowledge, skills and motivation to
encourage entrepreneurial success in a variety of settings.

Participants and Measures

The second stage involved the 34 participants who were selected from
the stage 1. After the training programme, the participants were required
to develop a business plan which was then evaluated by a three judge
expert panel. These experts were an entrepreneurship university lecturer,
a venture capitalist and a CEO from a sponsor firm. The panel assessed
the potential of each business opportunity based on information obtained
from an oral presentation and from the business plan document which
encompassed the same dimensions as in stage 1: project relevance, eco-
nomic viability and resource acquisition. Results showed an adequate
value for the inter-judge agreement for the three dimensions (Cohen

Kappa_ . wievance = 0-73, Cohen’s Kappa_ ... = 0.71 and Cohen
Kapparcsourccs acquisition = 069)
Results

There were significant differences among project relevance (t(31) =
6.75, p < 0.01), economic viability (t(31) = —11.38, p < 0.01) and
resources acquisition (t(31) =—10.56, p < 0.01) at the end of the second
stage, indicating the adequacy of selection criteria (Table 5). The indi-
viduals who were selected to the implementation stage were character-
ised by having higher scores on project relevance, economic viability
and resources acquisition.

Regarding the entrepreneur selection method dimensions, collected
at stage 1, there were statistically significance differences among the
following variables: persuasion capacity (t(68) = —-3.18, p < 0.05),

The Journal of Entrepreneurship, 23,2 (2014):201-230



218 Susana C. Santos and Anténio Caetano

Table 5. Mean Differences and Standard Deviation of Business Idea Potential

Selected to Not Selected to
Implementation Stage Implementation Stage

M SD M SD
Project relevance™* 4.29 0.60 2.67 0.75
Economic viability™* 4.47 0.55 2.37 0.51
Resources acquisition™* 436 0.43 237 0.61
Source: Authors’ own work.
Note: *p < 0.01.
resources mobilisation capacity (t(66) = —2.91, p < 0.05) and vision

(t(71) = —4.35, p < 0.05). Thus, it is suggested that these dimensions
were also selection criteria for the implementation stage (Table 6). The
participants who were selected to the implementation stage had higher
scores on persuasion, resources mobilisation capacity and vision.

To validate our criteria selection for the implementation stage we
performed logistic regression analysis. At this research stage, we used
as predictor variables, the entrepreneur selection method measures
collected at stage 1 and as criterion variable we used the ‘selection to
the implementation stage’. There was a seven month gap between
the data collection of the predictors and the criterion variable data collec-
tion. Similar to the research stage 1, we also computed three logistic
regression models (Table 7).

Results of model 1, including the cognitive competencies and
personality characteristics as predictors, evidenced a non-significant fit
((*(6) = 9.07, p > 0.05). The result indicated that the included variables
do not explain the probability to be selected to the implementation stage.
Model 2 included as predictor variables the psychosocial competencies
and the management competencies. Results showed an adequate fit
((*(6) = 17.69, p < 0.05) and explained 44 per cent of the variance. Self-
efficacy, persuasion, resources mobilisation capacity and vision present
odd ratios greater than one, suggesting that the participants with greater
scores on these dimensions were more likely to be selected to the imple-
mentation stage. Model 3 included the business idea prototype and the
decision to launch a venture prototype. The model evidenced a non-
significant fit (}*(7) = 8.64, p > 0.01) and any of the included variables
evidence a statistically significant Wald test.

The Journal of Entrepreneurship, 23,2 (2014):201-230
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Table 6. Mean and Standard Deviations: Selected versus Non-selected
Individuals to the Implementation Stage

Selected to the Not selected to the
Implementation Stage Implementation Stage

M SD M SD
General intelligence 3.53 1.06 293 1.31
Practical intelligence 2.67 1.05 2.59 1.02
Logical reasoning 3.47 0.83 322 1.05
Warmth 6.27 2.52 6.42 1.96
Emotional stability 7.53 2.33 6.90 2.62
Self-confidence 6.13 2.67 6.97 1.89
Social support 4.52 0.44 452 0.52
Persuasion capacity™* 433 0.25 3.72° 0.74
Resilience 4.09 0.38 4.11 0.45
Self-efficacy 442 0.40 4.34 0.60
Resources mobilisation 4.38 0.46 3.8I° 0.72
capacity*
Vision* 4.23° 0.53 3.22° 0.85
Change industry 5.30 0.79 4.09 0.71
Positive net cash flow 5.02 .16 523 1.02
Manageable risk 4.99 0.77 531 0.92
Overall financial model 5.47 0.89 5.50 1.49
Intuition 5.64 0.83 4.76 1.24
Unique product 6.18 0.64 5.31 .17
Big potential market 3.53 1.06 5.30 0.98

Source: Authors’ own work.
Notes: *p < 0.05; selected; *not selected.

Table 7. Results of Logistic Regression Analysis on Selection to the
Implementation Stage

Wald  Odds Ratio b

Model |:-2 Log likelihood = 65.54, Nagelkerke R? = 0.18,%2 = 9.07,df = 6,
p=0.17

Cognitive Practical intelligence 0.05 0.92 0.82
competencies Logical reasoning 0.27 0.79 0.6l
General intelligence 3.124 1.92 0.07
Personality Warmth 0.27 0.78 0.60
characteristics Emotional stability 1.99 2.03 0.16
Self-confidence 4.49 0.70 0.03

(Table 7 continued)
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(Table 7 continued)

Wald  Odds Ratio p

Model 2:-2 Log likelihood = 36.91, Nagelkerke R? = 0.44, %2 = 17.69,df = 6,
p =00l

Psychosocial Resilience .16 0.28 0.28
competencies Self-efﬁcacy 1.32 48l 0.25
Persuasion 0.26 1.93 0.61
Social support 0.04 0.79 0.83
Management Resources mobilization 0.83 2.98 0.36
competencies capacity
Vision 3.19 3.382 0.07

Model 3:-2 Log likelihood = 57.66, Nagelkerke R? = 0.20, %2 = 8.64,df = 7,
p =028

Business Idea Change industry 1.73 1.99 0.19
Prototype Positive net cash flow 0.05 0.89 0.83
Manageable risk 3.59 0.54 0.06
Decision to Launch Overall financial model 1.07 1.59 0.30
aVenture Prototype Intuition 043 1.28 0.51
Unique 1.13 1.56 0.29
Big potential model 1.38 0.50 0.19

Source: Authors’ own work.

Discussion

At the end of the second stage, 15 participants were selected to the
implementation stage in accordance with the evaluation of the business-
idea plan conducted by a panel of three experts.

According to the results on project relevance, economic viability and
resources acquisition, 15 participants were selected to the implementation
stage. Nevertheless, there were also significant differences on persuasion,
resources mobilisation capacity and vision. Thus, these dimensions were
considered as selection criteria in the implementation stage. Moreover, the
results of the logistic regression analysis suggested that psychosocial com-
petencies explained the probability of selection to the implementation stage.

Research Stage 3—The Implementation Stage

The implementation stage comprised a three-month incubation period
during which the entrepreneurs received technical support and mentoring

The Journal of Entrepreneurship, 23,2 (2014):201-230
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as they accomplished several tasks. The business plans were reformu-
lated and more accurately described. Some of the business plans were
developed in teams. The 15 entrepreneurs were put into nine entrepre-
neurial teams.

At the end of the implementation stage, the entrepreneurs presented
the finished business plans during a public session before an expert panel
of judges composed of one member of the local government, one univer-
sity lecturer, a CEO from a sponsor firm, a venture capitalist and three
mentors. Three types of awards were granted: the 3rd prize was mone-
tary, the 2nd prize was an island-place on the entrepreneurship incubator
programme, the 1st prize was a store fully stocked with the necessary
equipment.

The panel assessing the entrepreneurial business plans decided to
award prizes to all nine entrepreneurial projects in competition. The first
prize was awarded to a molecular biology and microbiology analysis
laboratory project, and a restaurant project promoting healthy eating and
nutritional food received the third prize. The other seven entrepreneurial
projects were awarded the second prize (an island in an entrepreneurship
incubator). Table 8 describes the entrepreneurial projects and the awards.

Results and Discussion

All the participants who were selected to the implementation stage were
able to accomplish an entrepreneurial business plan which was success-
fully assessed by an expert panel. The fact that all the participants
selected by the proposed entreprencur selection method successfully
completed the entrepreneurship programme and were ready to start up
entrepreneurial projects, is a strong indication that this method could be
a useful selection tool for use in future entrepreneurship programmes.
The differences between the implementation awards received are
very slight. Only one entrepreneurial team was rewarded with the high-
est prize, and similarly only one entrepreneurial team was rewarded with
the lowest prize. Due to the small number of the entrepreneurs in the
implementation stage (N = 15) and due to the small variance in imple-
mentation awards received, no more data analysis could be carried out.

General Discussion

This study offered an empirically tested proposal for an entrepreneur
selection method. Surprisingly, although a considerable amount of

The Journal of Entrepreneurship, 23,2 (2014):201-230
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Entrepreneur Selection Methodology 225

research has been carried out both on individual entrepreneurial charac-
teristics and personnel selection, they have not yet been integrated.
Thus entrepreneurship activity has gained little practical advantage
from the knowledge amassed in these research fields. The idea of
the entrepreneur selection method was based on this lack of integra-
tion between the literature on personnel selection and the literature on
entrepreneurial characteristics.

We aimed to present an entrepreneur selection method conducted on
a three-stage entrepreneurship promotion programme. The programme
started with 74 participants to start with, 34 participants were selected to
the second stage. At the end of the second stage, the participants pre-
sented their business idea plans which were assessed. 15 out of 34 partici-
pants were finally selected to the implementation stage. During the
implementation stage, the 15 entrepreneurs were integrated in nine
entrepreneurial projects which were awarded by an expert panel. Thus,
all the entrepreneurs selected during the three stages of the entrepreneur-
ship programme were successful on the implementation of entrepreneur-
ial business.

In sum, the results of the this longitudinal study with three research
stages showed that: (i) the inclusion of an entrepreneur selection method
on a entrepreneurship programme is relevant to the programme’s success
which allows the selection of participants with highest potential, (ii) the
entrepreneur selection method was successfully able to select the highest
potential participants, as all the participants selected were able to accom-
plish a business plan which was successfully rated by an expert panel,
(ii1) the criteria selection to the training stage were general intelligence,
logical reasoning, persuasion, resources mobilisation capacity, vision,
project relevance, economic viability and resources acquisition and (iv)
the selection criteria to the implementation stage were project relevance,
economic viability, resources acquisition, persuasion, resources mobili-
sation capacity and vision.

Theoretical Contributions

The entrepreneur selection research is based on the integration of per-
sonnel selection literature and entrepreneurs’ characteristics literature.
Although the shared assumption of the strong interdependence between

The Journal of Entrepreneurship, 23,2 (2014):201-230
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the entrepreneurial activity and the human performance (e.g., Baum
et al., 2007), there was a clear absence on the research of entrepreneur
selection.

We developed the framework for entrepreneur selection by designing
an entrepreneur selection method for entrepreneurship promotion pro-
grammes. Thus, the main theoretical contribution of this research lies in
the enlargement of a research topic that gathers evidence from two
already well-developed literatures: personnel selection and entrepre-
neurial characteristics. The entrepreneur selection method is an assess-
ment tool which integrates the main characteristics that the literature has
evidenced to be related to the person-entrepreneurship fit (Markman &
Baron, 2003).

One of the characteristics of this methodology is that it includes
multi-source assessment instruments. More specifically, data were col-
lected through cognitive tests, personality tests, self-reported measures,
interviews and three different expert panels.

Practical Implications, Limitations and Future
Research Direction

This study has some limitations. First, there were dimensions that were
not included in the selection method, for example motivational aspects
(Shane, Locke & Collins, 2003). We hope that future research can
improve on this. Second, the methodology was tested in the context of an
entrepreneurship promotion programme. The particular characteristics
of such a programme and participants could have biased the selection
criteria. Thus, it is suggested that the entrepreneur selection method
should also be tested in other entrepreneurship promotion contexts, such
as technology-based ventures or university-entrepreneurship. The pre-
sent research presents clear advantages and opens new research possi-
bilities for entrepreneur selection process. However, as any personnel
selection process (e.g., Schmidt & Chan, 1998) the entrepreneurship
potential selection methodology requires some adjustments.

This study presents different practical implications for different
targets. Public policymakers interested in promoting greater entrepre-
neurial activity can now use the entrepreneur selection method we
described. Business angels, risk investors, entrepreneurship promoters,
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public institutes, universities and any entity intending to promote and
support entrepreneurs can now adapt the entrepreneur selection method
to their purposes. These agents can now assess the potential of all
the would-be entrepreneurs seeking their support through a theoretically
based and empirically tested methodology. As a consequence, the relia-
bility rate of their investment choices can increase.

The traditional approach of relying primarily on business plan sub-
mission and qualitative assessment can be improved upon by adding the
entrepreneur selection method set out in this study. These new insights
will help incubators and policymakers identify which incubatee appli-
cants have the highest chance of succeeding in their project proposals,
and thus add value by avoiding misdirected budgets.

We also offered practicable knowledge to show how it can be imple-
mented in entrepreneurship programmes. In future programmes, it could
be of interest to include mentoring whereby successful and unsuccessful
entrepreneurs involved in previous entrepreneurship programmes would
help by advising others how to overcome certain obstacles. Additionally,
formal work experience such as mentoring serves to strengthen feelings
of self-efficacy for the tasks associated with owning and managing a
business and achieving organisational goals (Scherer, Brodzinski &
Wiebe, 1990).

The entrepreneur selection method we implemented is an example of
how practice can benefit from empirical evidences. If you are looking for
potential entrepreneurs and if you have to decide in whom to invest your
resources, you can add value to your decision-making by using this
entrepreneur selection method. In general, entrepreneurship practice will
improve significantly when theoretical models and empirical evidence
become interconnected.
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