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Abstract

The focus of the present study is the following research question: “What is the effect of
initial growth intention on subsequent business performance?” Business performance is a
dependent variable and includes three indicators: sales turnover, employment and profit.
Intention is the independent variable of the study. Theoretical framework has been worked out
in order to answer the research question. Such concepts as business performance, imprinting
theory and intention have been highlighted. As the result, the research model and hypotheses
were created.

Businesses that entered a Norwegian business register in May/June 2002 represent the
study’s sample. The final sample includes 221 businesses.

Regression analysis is conducted in order to test the hypotheses.

The main general finding of the present study is that business founders, who have
stronger growth intention, are significantly more likely to achieve superior subsequent business
performance. All hypotheses are supported. Limitations connected with the study are discussed.

Practical implications and future research are suggested.
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Executive summary

Business founders often give the priority to the measurement and analysis of business
performance. Since performance represents the quality of firms’ activity and, consequently,
viability, the concept is one of the most important areas of theoretical and empirical research in
economics and management. The relevant question, which this study addresses, is what can
influence superior performance.

This research study is based on the possible imprinting effect of initial growth intentions
on subsequent business performance, in other words, the link between intention and
performance. Imprinting is regarded as “a time-sensitive learning process that initiates a
development trajectory” (Mathias et al., 2014, p. 2). Intention is perceived as a reason of
particular performance.

Thus, research question is: “What is the effect of initial growth intention on subsequent
business performance?”

The originality of the present study includes the created theoretical connection between
such concepts as business performance, imprinting and intention.

Based on the literature review, the most appropriate performance measures have been
defined: sales turnover, employment and profit. They are considered to be the dependent
variables in the study. Corresponding independent variables are discussed as well: intention for
sales turnover, intention for employment and intention for profit.

Access to the survey, conducted by researcher Espen Isaksen, made it possible to
examine the chosen variables for a representative sample of Norwegian business registrations
from 2002. The sample consists of 221 businesses.

As the result, the effect of initial growth intention was positive associated with
subsequent business performance in terms of sales, employment and profit. The main general
finding of the present study is that business founders, who have stronger growth intention, are
significantly more likely to achieve superior subsequent business performance.

These findings can be useful for the practitioners who are interested in increasing the
number of superior performing businesses. Now it is possible to identify these businesses by

choosing the business founders with stronger growth intentions.
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1.0 Introduction

The topic of the thesis is: “What is the effect of initial growth intention on subsequent
business performance?”

The goal of the first chapter is to explain the significance of the chosen topic.
Background, focus and the actualization of the topic are presented. The outline of the study is

provided.

1.1 Background

Since performance represents the quality of firms’ activity and, consequently, viability,
the concept is one of the most important areas of theoretical and empirical research in
economics and management. Performance is not an easy subject, however, it is widely used
among researchers. So, when studying business performance, it is important to consider
appropriate theoretical perspectives.

In this research, the effect of the initial growth intentions on subsequent business
performance will be studied. To clarify the relevant determinants of business performance is a
complicated task.

This chapter aims to provide explanation of the importance of the chosen topic.

Generally, intention of entrepreneurs and their performance are different stages in the
entrepreneurial process (Zhao et al., 2009). However, according to the theory, these stages have
connection. The task of the study is to find out and clarify what effect intention can have on
business performance.

Performance is the productivity of the organization when it comes to the results which
are correlated to costs of the organization (Neely, 2004). Since business performance is a
multidimensional concept (Murphy et al., 1996), such measures as sales turnover, employment
and profit were chosen for analysis. These measures describe performance from several sides.

This study has also focus on the phenomenon “imprinting”. Imprinting is regarded as “a
time-sensitive learning process that initiates a development trajectory” (Mathias et al., 2014, p.
2). Since imprinting has effect on performance, consequently, intentions and aspirations, as
factors of imprinting, have imprinting effect on performance. In its turn, intention is defined as
“a state of mind directing a person’s attention toward a specific object, or a path, in order to

achieve something” (Bird, 1988, p. 442).



The lack of relevant studies shows that the topic is understudied and requires more

detailed research that can explain the connection of the concepts.

1.2 Actualization

Business founders and other stakeholders (e.g. government) are interested in superior
business performance, since it leads to economic growth, providing new jobs and business
development (Anna et al., 2000; Robinson, 1998; Chandler & Hanks, 1993; VanderWerf, 1994;
Wong & Autio, 2005).

The role of the topic is significant. Business performance is important and relevant in
the entrepreneurship field of research as it appears in many academic studies that will be
highlighted in the Chapter 2.

Lack of the research linking growth aspiration to actual growth makes this study more
valuable. Among other possible contributions of this thesis can be named the longitudinal
design of the research and testing of the theory.

Understanding the nature of the intention and indication of the intention’s effect on
business performance can help to create new policy measures what will be aimed to change the
growth intentions to entrepreneurship. According to the theory of planned behaviour (Ajzen,
1991), intention can be increased by attitude toward the behaviour, subjective norm and
perceived behavioural control. Thus, suggestion on policy measures will be primarily directed
on these concepts.

If growth intentions are linked to actual growth, it is possible to make suggestions how

to make entrepreneurial intention stronger.

1.3 Research question

The main research question, addressed in this master thesis, is: “What is the effect of
initial growth intention on subsequent business performance?” This topic is linked to the
entrepreneurship field of research.

Business performance is presented by financial and non-financial measures: sales
turnover, employment and profit.

Since business performance in this study embraces several indicators, it is possible to

divide the main research question in the following sub-questions:



1) What is the effect of business founders’ initial sales turnover growth intention on
subsequent actual firm performance in terms of sales turnover?

2) What is the effect of business founders’ initial employment growth intention on
subsequent actual firm performance in terms of employment?

3) What is the effect of business founders’ initial profit growth intention on

subsequent actual firm performance in terms of profit?

In order to be able to address the research question, the detailed theory analysis will be
provided in Chapter 2 that focuses on such theoretical perspectives as business performance,
imprinting theory and intentions. Intention is considered to be the crucial factor predicting
subsequent action. Imprinting will explain the intention as a consequence of the imprinting
sources — external environment, experience, etc.

Based on the theoretical findings, the hypotheses of this research will be formulated and

tested on the sample consisting of 221 Norwegian business registrations from 2002.

1.4 The outline of the thesis

The present thesis includes five chapters: introduction (Chapter 1), theoretical
perspectives (Chapter 2), methodology (Chapter 3), analysis (Chapter 4) and finally, discussion
and conclusion (Chapter 5).

The second chapter highlights the literature review devoted to business performance,
imprinting theory and intentions. The conceptual framework is discussed. Furthermore, the
choice of different variables is explained. Then the formulated hypotheses and research model
will be presented. The research model illustrates the connection between chosen dependent and
independent variables.

In the third chapter, the methodology is provided. The study’s philosophical position
and research design are presented. The process of data collection and the sample are discussed.
Analysis methods, which will help to test the hypotheses and answer the main research question,
are provided. Concerning the variables, the variables included in the research model as well as
control variables are detailed. Variables’ distribution is reported; the transformation of
dependent variables will be explained.

In chapter four, the actual data analysis is explained. The obtained results will be

presented as well. Chapter addresses the research question by testing the hypotheses.



Regression analysis is used in order to test the relationships between independent variables and
dependent variables.

Furthermore, in chapter five, the obtained results will be interpreted; it presents
summary and important empirical findings. In conclusion, the contribution of the study is
described; different implications and suggestions for further research will be discussed.

Limitations connected with this study are defined as well.



2.0 Theoretical perspectives

The focus of this chapter is on the theoretical frameworks, which form the basis for
choice of variables and formulation of hypotheses.

The research is based on the possible imprinting effect of initial growth intentions on
subsequent business performance, in other words, the link between intention and performance.
Intention is perceived as a reason of particular performance.

Firstly, business performance, as the dependent variable in this study, is discussed. The
concept “imprinting” in entrepreneurial action, imprinting theory and its effect on performance
are described as well. Then intention as a dimension of imprinting is discussed. The theory of
planned behaviour is presented in order to explain the nature of intention, which is the
independent variable in this study. At the end, the hypotheses of the research are formulated

and a research model is presented.

2.1 Business performance

2.1.1 Definition

While managing a company, the priority is often given to the measurement and analysis
of business performance. Performance is one of the most common terms used in science and in
everyday activities of people. In academic research the issues concerning the performance
measurement are essential because of the peculiarities of studied fields. Andy Neely argues:
“By its nature performance measurement is a diverse subject. Researchers with functional
backgrounds as diverse as accounting, operations management, marketing, finance, economics,
psychology, and sociology are all actively working in the field of performance” (Neely, 2004,
p. 7).

Since performance represents the quality of firms’ activity and, consequently, viability,
the concept is one of the most important areas of theoretical and empirical research in
economics and management. Performance is also the object of close attention of firms’
management and other stakeholders.

As stated in several academic studies, performance is not an easy subject, however, it is

widely used among researchers. As it turned out, it was difficult to find out an appropriate



definition of the concept ‘performance’. Many authors of reviewed articles omit this essential
detail.

Great variety of published articles concerning business performance has resulted in
multiplicity of term’s interpretations, methods and measures of its measurement. That is why
there is the lack of a clear definition of this concept. It is revealing during the literature review
that the ambiguity and differences in the interpretation of the definition found in dictionaries,
books, scientific articles.

Moreover, some researchers believe that the concept of performance cannot be defined
due to the fact that its content is always context relative to regarded purpose and evaluation
model. Lebas and Euske indicate: “Performance is one of those ‘“suitcase words” in which
everyone places the concepts that suit them, letting the context take care of the definition”
(Lebas and Euske, 2007, p. 126). In other words, performance gets the meaning when it is
within a specific context defined by the decision-maker.

Some authors identify performance as effectiveness and efficiency. Effectiveness
measures the degree of achievement of goals set by the organization. While efficiency shows
how efficiently firm operates in terms of resources costs (Neely et al., 1995).

The most used interpretation of performance is productivity of the organization when it
comes to the results which are correlated to costs of the organization. Activity of each firm is
characterized by consumption of resources in order to create specific results such as products.
So the performance is usually analysed by correlating costs carried out by the organization and
obtained results (Neely, 2004).

In addition, Lebas and Euske (2007, p. 126) name several other definitions of
performance that can be relevant for this study:

“Performance is equated with lean production, competitiveness, cost reduction, value

and job creation, growth, and long-term survival of enterprises.

to accomplish something with a specific intention (e.g., create value);

the result of an action (the value created, however measured);

the ability to accomplish or the potential for creating a result (e.g., customer satisfaction

seen as a measure of the potential of the organization for future sales);

the comparison of a result with some benchmark or reference selected — or imposed —

either internally or externally”.

In conclusion, the authors give the following definition: “Performance is the sum of all

processes that will lead managers to taking appropriate actions in the present that will create a



performing organization in the future (i.e., one that is effective and efficient). In other words,
we define performance as doing today what will lead to measured value outcome tomorrow”
(Lebas and Euske, 2007, p. 131).

Since the study has focus on entrepreneurial field, it would be relevant to emphasize
performance from entrepreneurial point of view.

Murphy, Trailer and Hill claim that “there has been no consensus in entrepreneurship
research on the selection of an appropriate set of measures for assessing organizational
performance due to wide range of perspectives and approaches in the study of entrepreneurship”
(Murphy et al., 1996, p. 21). They also argue that “it is unlikely that any single performance
measure or dimension could appropriately serve the needs of a diverse set of research questions”
(Murphy et al., 1996, p. 21). Thus, the main proposition of researchers is that “it might be more
useful to recognize the multiple dimensions of performance and allow theory the freedom to
guide selection of the appropriate means of addressing performance” (Murphy et al., 1996, p.
21). In other words, the main idea is that performance is considered to be multidimensional.
And the reason why performance is multidimensional, can be in the diversity of indicators that
are of interest when it comes to performance: sales, survival, employment, etc. All of them are
different dimensions and aspects of performance, which are important themselves to focus on.

In addition, Brush and Vanderwerf (1992) argue that the use of the term “performance”
by researchers included many constructs measuring alternative aspects of performance.

Worth to mention, in this thesis, such notions as business performance, firm

performance, organization performance are treated as synonyms.

2.1.2 Measurement of performance

The most of discussions concerning business performance lead to its measurement.

As Marshall Meyer clams: ‘“Performance has the potential to become a new
management discipline. Performance measurement offers the potential for managers to
understand which of the activities undertaken generate revenues that exceed costs” (Meyer,
2002, p. 8).

Measurement of performance is usually carried out according to the nature of the
analysed activity on the basis of the relevant models. The contextual nature of determining the
performance leads to its subjective assessment. Hofer argues: “...clear that different fields of
study should use different measures of organization performance because of differences in their

research questions” (Hofer, 1983, p. 44). However, on the other hand, when researchers and



experts, which are committed to the particular perspective/field, limit their opinion within the
framework of only one field, it may lead to the contradictions in the general study of business
performance. So, it is important to have interconnection between perspectives in order to avoid
or weaken the challenges for the academic community in terms of performance measurement.

It is of interest to note that there exist several perspectives that comprehend the concept
of performance measurement in their own way (Otley, 2002; Clark, 2002; Neely et al., 2002;
Murphy et al., 1996):

accounting perspective;

marketing perspective (marketing performance measurement);

operations management perspective;

entrepreneurship perspective.

2.1.2.1 Accounting/financial perspective

David Otley reviews measurement from an accounting perspective and explores the
different roles of measurement.

The author allocates three main functions of measurement in terms of financial
perspective (Otley, 2002, p. 11):

1. “Financial measures of performance as tools of financial management (effective
and efficient use of financial resources).

2. Financial performance as a major objective of a business organization (profit is
the central performance indicator for shareholders; accounting measures provide
background and confirmatory evidence).

3. Financial measures of performance as mechanisms for motivation and control
within the organization (basic accounting approach is to divide an organization
into “responsibility centres”)”.

Financial measures are important when it comes to achieving the firm’s goals. Otley
argues as well that these measures are objective (Otley, 2002). “However, there is no definitive
set of financial ratios that can be said to measure the performance of a business” (Otley, 2002,

p. 16). The choice of measures usually depends on the decision-maker.



2.1.2.2 Marketing perspective

Marketing performance management is becoming important as well. Bruce Clark has
noticed a massive interest in concepts such as:

marketing orientation,
customer satisfaction,
customer loyalty,

brand equity (Clark, 2002).

Despite the challenges, non-financial measures of performance are a worthy addition to
the complex assessment of business performance. These measures, for instance, are considered
as component in balanced scorecard approach (Kaplan and Norton, 1992).

Worthy to add that marketing performance measurement is difficult since its conduction
depends on many external actors whom is difficult to control. In comparison to simple financial
measures, non-financial measures are more sophisticated as practice shows (Clark, 2002). As

for the exact set of measures, it is still difficult to define them.

2.1.2.3 Operations management perspective

Andy Neely and Rob Austin identify several phases in this field’s evolution:
1. productivity measurement;
2. how to develop measures consistent with modern manufacturing management
thinking;
3. key operations management measurement issues are measures for the new

economy and for inter- and intra-operational alliances (Neely et al., 2002).

2.1.2.4 Entrepreneurship perspective

While discussing entrepreneurship perspective, it is appropriate to name what is specific
with the entrepreneurial content. There is no agreed definition on entrepreneurship, however, it
is about discovering opportunities and using resources. By Nielsen et al. (2012, p. 17),
entrepreneurship is defined as the “emergence of new opportunities which are evaluated and
exploited through organising”. Bygrave & Hofer (1991, p. 15) claim that: “The entrepreneurial

process involves all the functions, activities, and actions associated with the perception of



opportunities, and the creation of organizations to pursue them”. Shane and Venkataraman
(2000, p. 218) define the field of entrepreneurship as “the scholarly examination of how, by
whom, and with what effects opportunities to create future goods and services are discovered,
evaluated, and exploited”. Referring to the mentioned effects in the definition of
entrepreneurship, authors mean the business performance.

Business performance in entrepreneurship perspective reflects the quality of the
achievement of different business goals, which is aimed to get systematically profit (income)
in order to meet the needs of entrepreneurs. Entrepreneurial activity is always aimed at
achieving the goal and getting result. If the end result is the same as the purpose, the activity
can be considered rational, if not - the activity is not rational. Thus, performance reflects the
possibility of obtaining the result under certain conditions of activities. This fact helps to
highlight the basic principle of measuring the effectiveness - the principle of interrelation
between purpose and result of activity (Bagiev & Asaul, 2009).

As mentioned before, Murphy and co-authors claim that performance is considered to
be multidimensional in entrepreneurial studies, that is the presence of multiple dimensions of
entrepreneurial and small business performance. Their study revealed that a majority of
performance measures were related to one of eight performance dimensions (Murphy et al.,
1996, p. 16):

“Efficiency

Growth

Profit

Size

Liquidity

Success/Failure

Market Share

Leverage”.

Each dimension corresponds to several measures. Venkatraman and Ramanujam
provided a framework for classifying performance measures: financial versus operational
(nonfinancial) measures. The authors’ suggestion is that “the operational as well as the financial
aspects of performance be considered implies that performance measurement could be
improved by examining multiple dimensions of performance. Thus, organizational performance
is composed of multiple dimensions, where financial measures are necessary but not sufficient

to capture total organizational performance” (Venkatraman & Ramanujam, 1986, p. 807).
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2.1.3 Choice of dependent variables measures

In this research business performance is the dependent variable. Since performance is
considered to be multidimensional, this is a convincing argumentation to use different measures
of performance. Reviewed literature shows that there are several alternatives of appropriate
outcome variables of business performance. The task is to choose the relevant variables, in other
words, performance measures.

The aim of this study is to analyse the effect of growth intentions on the business
performance. Emphasize will be given to the most available, representative and relevant
measures. And since financial performance measures have long history of evaluating the
performance and are widely used among different firms, they reflect firms’ objectives and
assess their performance appropriately, thus, the following measures are chosen for the current
research: sales turnover, employment and profit. Moreover, Otley mentioned that “financial and
accounting measures of performance often appear to have an objectivity” (Otley, 2002, p. 31).
Pérez and Canino (2009, p. 993) admit that “the financial measures have, for many years, been
regarded as the most trustworthy measures of a company’s performance, sometimes on the same
level as the concepts of success and economic performance”. As for the measure
“employment”, it can be regarded as non-financial performance measure.

In this study entrepreneurial performance will be surveyed after 2, 5, 10 years after start-
up. This is relevant and valuable because the time aspect is of great concern. Longitudinal extent
makes it possible to observe the behaviour of different variables.

Since research examines different periods of companies’ activity such as 2 years, 5 years
and 10 years, it can happen that the role of different chosen measures will differ in each period
of analysis. For instance, after first two years of activity profit maybe not very representative,
since company plans a break-even point in longer term, however, profit after 10 years can
describe and estimate how successful activity is.

Noteworthy, this study focuses on subsequent business performance, which means
outcomes observed after a certain time of companies’ activity. The three performance

dimensions are discussed below.
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2.1.3.1 Sales turnover

Sales turnover is an important measure for many entrepreneurs in term of stakeholder
perspective, since sales performance is used by them as a criterion of success and achievement
when they gain particular goals in this sphere. It is proof for entrepreneurs that they can manage
sales as planned. Moreover, government as a stakeholder is interested to get tax revenues that
are results of successful sales (Anna et al., 2000; Robinson, 1998).

In case of this research sales turnover is a relevant measure because it makes companies
comparable, and sales information is available for the researcher.

This indicator is of the most frequently utilized measures of new venture performance
(Perez & Canino, 2009; Murphy et al., 1996).

Treating the measure “sales turnover” as a goal of company leads to the conclusion that
it is one of the most important goals and objectives of owners and senior managers of business
enterprises (Chandler and Hanks, 1993; VanderWert, 1994).

Kenneth Charles Robinson defines that “sales growth is necessary for developing new
ventures to fund future operations; indicative of increasing customer acceptance of venture’s

product/service offerings” (Robinson, 1998, p. 169).

2.1.3.2 Employment

The next chosen measure of business performance is employment. Since financial
measures do not reflect the whole situation in companies, this is an advantage to use non-
financial measures as well in the research. According to stakeholders’ theory, this indicator is
important and relevant for authorities, since employment provides work places.

Wong and Autio (2005, p. 338) claim that “small businesses and newly formed firms
create a substantial number of new jobs, with some studies showing that small and new firms
are the source for the majority of new jobs created”. Authors also discuss that “numerous studies
examine the ambivalent causality between formation of new firms and (un)employment level.
New start-up firms provide employment opportunities in themselves and also create
employment in existing firms” (Wong et al., 2005, p. 338).

Isaksen (2006, p. 24) pointed out that “Storey (1994) considered employment creation

as a key policy objective”.
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Since entrepreneurship is a determinant of employment and important indicator for

entrepreneurs, it explains the choice of such performance measure.

2.1.3.3 Profit

The last chosen appropriate performance measure is profit. This measure is important
and relevant first of all for entrepreneur as the main stakeholder and also government that is
interested in taxes. It is a measure for entrepreneurs that they have surplus in their activity. In
addition, profit is an indicator of viability, since aim of each business is to survive and stay
afloat.

Kenneth Charles Robinson (1998, p. 169) identifies the following functions of profit as
a measure:

- “Profit contributes directly to venture’s ability to fund investment;

- May be related to the caliber of investment opportunities within the venture’s
areas of specialization;
Also a component of bond rating variables which influences borrowing ability”.

Prior studies have found that profit is one of the most important goals and objectives of
owners and senior managers of business enterprises (Chandler and Hanks 1993; VanderWerf
1994).

Since study focuses on firms that exist over 10 years, this measure can be representative

for these businesses with experience and examined activity.

All three dimensions are relevant for the present study. To focus just on one of them is
not optimal in this case since business performance is multidimensional as it was pointed out
earlier. The fact, that study concentrates on the different dimensions simultaneously, can be

considered as one of the contributions of the master thesis.

2.2 Imprinting

As it was mentioned above, performance is an important and much discussed concept
among researchers. Moreover, researchers are interested to find out which factors can influence

performance. In this section some findings concerning this topic will be highlighted.
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The next concept that is of interest in this study is imprinting, which has relation to
business performance. This connection will be proved theoretically by examples of previous

academic researches.

2.2.1 Definition

First of all, it is important to define the term ‘imprinting’. Below are presented the
interpretations of the concept by several authors.

Mathias et al. (2014, p. 12) define imprinting as “a time-sensitive (i.e., occurs at
sensitive stages of life) learning process (i.e., a stamping process whereby the focal entity
reflects elements of its environment) that initiates a development trajectory (i.e., produces
persistent outcomes)”.

Johnson (2007, p. 98) discusses that “several scholars have noted (Hannan et al. 1996;
Sastry and Coen 2000) that the idea of imprinting actually combines two distinct processes
under one hypothesis: first, the process by which technological, economic, political, and
cultural elements of the founding context shape the characteristics of a new organization; and
second, the process by which these founding characteristics are reproduced during the
organization’s subsequent history”.

Victoria Johnson (2007, p. 117) presents two important insights into the organizational
imprinting phenomenon:

“(1) imprinting is an agency-driven process of cultural entrepreneurship rather than a
mechanical and discrete event,

(2) the embedded nature of cultural entrepreneurship means that the imprinting process
is crucially influenced by key stakeholders who may reinforce or thwart entrepreneurs’ plans”.

As for agency-driven process, it means that people have direct connection to intentions,
it is not mechanical process; the human role is crucial.

Dufays and Huybrechts (2015, p. 9) discuss that “Stinchcombe introduces the following
in his seminal essay “Social structure and organizations”: imprinting denotes how organizations
embrace elements from their founding environment and how these persist beyond the set-up
phase”.

Christopher Marquis and Andras Tilesik (2013, p. 201) argue that by definition,

imprinting has three essential features:
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(1) “the existence of a temporally restricted sensitive period characterized by high

susceptibility to environmental influence;

(2) the powerful impact of the environment during the sensitive period such that the

focal entity comes to reflect elements of the environment at that time;

(3) the persistence of the characteristics developed during the sensitive period even in

the face of subsequent environmental changes”.

Eddleston (2008, p. 1056) mentions that according to Schein (1983) and Stinchcombe
(1965) “organizational imprinting theory recognizes the lasting effect that founders have on
their firms’ structure, operating practices, and strategies”.

DeTienne and Cardon (2008, p. 1) claim that “organizational imprinting indicates that
the accumulation of strategic resources and business model design may leave a lasting imprint
upon the firm”.

DeTienne (2010, p. 209) says that Kimberly (1979, p. 438) concluded when it comes to
imprinting that “the conditions under which an organization is born and the course of its
development in infancy have nontrivial consequences for its later life”.

In this study, all found definitions and characteristics of imprinting will be considered

since they complement each other.

2.2.2 Historical overview

It is appropriate to indicate the origins of the concept “imprinting”. As Christopher
Marquis and Andras Tilcsik (2013, p. 197) tell “the use of the imprinting concept in
organizational studies dates to Stinchcombe’s classic 1965 essay on “Social Structure and
Organizations””. Authors discuss that “the notion of imprinting captures the idea that features
are built into organizations at foundation and subsequently persist. Stinchcombe emphasized
the importance of external environmental forces in shaping firms’ initial structures and the

persistence of these patterns over time” (Marquis & Tilcsik, 2013, p. 197).
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2.2.3 Sources of imprint/dimensions/factors

There has to be a reason why imprinting effect occurs. This section will propose some
factors/sources that appear to be reasons for imprinting.

Actually, everything important that surrounds person, firm, firm’s outcomes, all
possible type of experience, conditions can generate imprinting effect. Particularly, there exist
several sources of imprinting such as family; partners; team; education; work experience; work-
related knowledge, skills; technology; the environment, etc. The sources that this study chooses
are both related to individuals as entrepreneurs and firms (Mathias et al., 2014).

Blake D. Mathias, David W. Williams and Adam R. Smith, who focus on the imprinting
process for individuals—namely, entrepreneurs, allocate in their research the following groups
of imprinting sources for choosing to be an entrepreneur and how entrepreneurs think about
opportunity:

(D) “family and friends

For these individuals, imprinting often occurs early in life; thus, becoming an
entrepreneur occurs intentionally, and being an entrepreneur is a critical part of who they are.

2) technology and the environment

These individuals are ardent about inventing through meeting unmet needs, solving
problems, or making existing products better, and entrepreneurship seems to just happen, often
accidentally.

3) work experience and work-related knowledge, skills and abilities

For these individuals, ‘becoming an entrepreneur’ often occurs as individuals realize
that an opportunity exists, and their unique expertise and skills in the field allow them to pursue
and develop that opportunity” (Mathias et al., 2014, p. 18).

Lee and Battilana (2013, p. 10) admit that Marquis and Tilcsik (2013) identify “three
key factors that are likely to have a lasting influence of individuals’ work behaviour, namely
parental work experiences, professional education and personal work experience”.

Judge et al. (2015, p. 8) discuss that “the imprinting framework developed by Marquis
and Tilcsik (2013) highlights equally important sources of imprints — economic and
technological conditions, institutional factors, and individuals™.

Perkmann and Spicer (2014, p. 1785) say that according to Stinchcombe, “organizations

are imprinted with the characteristics of groups, institutions, laws, population characteristics,
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and sets of social relationships that form the environment of the organization prevalent at the
time of founding”.

In this research special focus is on the intentions and aspirations as the factors of
imprinting. Such intentions and aspirations are typically results of learning, socialization, prior
experience of entrepreneurs or technology and the environment.

The proposition of this study to look at intentions and aspirations as the factors of
imprinting makes this research unique and different from previous studies.

So, imprinting for those, who start up a company, is intentions that will have effect on
the company’s development later. Thus, intentions and aspirations can be considered as part of
imprinting.

While making this research, entrepreneurs were asked to answer the questionnaire that
identifies imprinting factors such as intentions and aspirations. They were asked at the moment
when they were starting a business, and this is a sensitive stage in the entrepreneurial process.

As mentioned by researchers, “process through which knowledge is obtained is critical

to decision making and opportunity selection” (Mathias et al., 2014, p. 14).

2.2.4 Imprinting effect on performance

As it was considered by researchers there are three elements of imprinting: sensitive
periods, stamps, and persistence (Marquis and Tilcsik, 2013). In this study, imprinting
organization's sensitive period is classified as the founding period. Stamps appear to be
decisions and choices taken by entrepreneurs based on their intentions and aspirations.
Persistence is related to performance outcomes effected by imprinting.

As highlighted in research of Blake D. Mathias, David W. Williams and Adam R. Smith:
“founders' early decisions and the environmental conditions at founding each imprint upon a
new venture in ways that affect growth and survival” (Mathias et al., 2014, p. 11). Authors also
discuss that according to Bird (1992), Cooper et al. (1994), DeTienne (2010) “entrepreneurs’
initial decisions have a lasting impact on future outcomes. Therefore, entrepreneurs imprint
their ventures by making important decisions early on in their venture's development” (Mathias
etal., 2014, p. 14). DeTienne and Cardon (2008, p. 2) say that “researchers (Boeker, 1989; Doz,
1996; Kimberly, 1979) refer to the impact of founding conditions on future outcomes as

organizational imprinting”.
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That can be reformulated that imprinting has effect on performance. Imprinting is
important in terms of what is going to happen with company in the future. Imprinting effect is
reflected in how company will develop itself, in other words how the company will perform.

Thus, in imprinting process it is essential to allocate “founding decisions, that are the
choices made at the onset of the firm, influenced by intentions and aspirations, as well as
founding conditions—the environmental conditions at the firm inception. Since both factors
impact the firm throughout its life. Together, these efforts demonstrate that what happens during
venture founding has a persistent impact on the course of that organization” (Mathias et al.,
2014, p. 12).

In addition, as proposed by Kriauciunas and Shinkle in their work, “imprinting may
contribute to improved understanding of the initiation sources of organizational behaviour. In
other words, imprinting may be a helpful causal mechanism to explain observed behaviour and
the origins of such behaviour in varied situations related to organizational behaviour,
entrepreneurship” (Kriauciunas and Shinkle, 2008, p. 4). It can clarify how intentions of
entrepreneurs can affect the outcomes of the business.

Kriauciunas and Shinkle suggest that “imprinting may have long lasting effects upon
the strategies, strategic choices, and operating practices of firms. As such, organizational
imprints establish powerful behaviour guidelines that affect organizational choices and
performance. Interesting to mention that if imprints are critical to firm behaviours and choices,
then achieving competitive advantage and above normal returns may be dependent on
organizational imprints” (Kriauciunas and Shinkle, 2008, p. 4).

Given arguments once again suggest that imprinting has a crucial effect on business
performance.

In the next section, intentions and aspirations will be presented and described as the

factors of imprinting that have impact on business performance.

2.3 Intentions and growth aspirations

Noteworthy, this study considers intentions and aspirations as synonyms. As it was
mentioned above, intentions and aspirations represent imprinting. Since imprinting has effect
on performance, consequently, intentions and aspirations, as factors of imprinting, have
imprinting effect on performance. Concerning the causality of this impact, the cause of the

direction is the following - the intentions and aspirations are causing the performance.
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Imprinting for those entrepreneurs, who start up business, are intentions and aspirations that
have impact on businesses later.

To clarify, imprinting affects intentions/aspirations, which in their turn affect
performance. Particularly, imprinting affects attitudes, subjective norm and perceived
behaviour control, which in their turn affect intentions that influence performance.

This research focuses on initial intentions and growth aspirations that belong to
entrepreneurs who are at the beginning of starting a business.

This study is further research inspired by the doctoral thesis “Early business
performance — initial factors effecting new business outcomes” written by Espen Isaksen.
Findings of the thesis include a strong positive association that was detected between growth
intention and superior early business performance (Isaksen, 2006). This particular finding
allows to assert that intention impacts performance and conduct research on this topic in more

details.

2.3.1 Intentions

Firstly, the concept “intention” will be discussed in more details. Even if this study does
not test the link among the intention’s determinants such as attitudes, subjective norm and
perceived behavioural control (Ajzen, 1991), it is important to understand the nature of the key

concept.

2.3.1.1 Definition

What is the definition of intention? Several authors propose different versions of
definition.

Fini et al. (2009, p. 4) discuss that “Bird (1988) defines it as a state of mind directing a
person’s attention (and therefore experience and action) toward a specific object (goal), or a
path, in order to achieve something (means). Tubbs and Ekeberg state that an intention can be
described as a cognitive representation of both the objective (or goal) one is striving for and the
action plan one intends to use to reach that objective)”.

Fini and co-authors complement that “central is the role of the objectives (or goals) and

their ability to foster and influence intention” (Fini et al., 2009, p. 4).
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Zain et al. (2010, p. 36) discuss that according to Douglas and Fitzsimmon,
“entrepreneurship intention refers to the action of an individual’s attitudes toward the outcomes
of that actions and individual’s self-efficacy”.

Schmidt et al. (2013, p. 4) argue that “intentions are indicators of a person's readiness
to carry out a particular action (Fishbein et al., 2010). Starting own business is good example
of a planned and intentional behaviour”.

Frazier and Niehm (2006, p. 3) admit that several researchers argue that “intention
relates to the perceptions of desirability and feasibility and the propensity to act upon
opportunities (Shapero & Sokol, 1982; Peterman and Kennedy, 2003)”.

Ajzen proposes that “intentions are assumed to capture the motivational factors that
influence behaviour; they are indications of how hard people are willing to try, of how much
effort they are planning to exert, in order to perform a behaviour” (Ajzen, 1991, p. 181).

The nature of intentions can be explained by several models, such as the theory of
planned behaviour (Ajzen, 1991) or Shapero and Sokol (1982) “Entrepreneurial Event” model.
This research will focus on the theory of planned behaviour as the basis of intention study. As
it was mentioned before, this theory will be described only in theoretical part of the research
without testing the links of intention’s determinants. However, it is still important to explain
the essence of the concept “intention” in order to predict the actual entrepreneurial behaviour.

Intentions often transform into action and lead to an increase of entrepreneurial activity.

2.3.1.2 “Theory of Planned Behaviour” - Ajzen’s model

The theory of planned behaviour is often used to explain the entrepreneurial intentions
and behaviour in recent years. It is a theory which predicts intentional behaviour, since
behaviour can be planned.

Ajzen proposes that “intentions to perform behaviours of different kinds can be
predicted with high accuracy from attitudes toward the behaviour, subjective norms, and
perceived behavioural control” (Ajzen, 1991, p. 179).

In the centre of theory is the individual’s intention to perform a given behaviour. The
author defines the rule “the stronger the intention to engage in a behaviour, the more likely

should be its performance” (Ajzen, 1991, p. 181).
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Figure 1 shows the schematic representation of the theory of planned behaviour

including main components added with imprinting component as well.
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Figure 1: Extended “Theory of Planned Behaviour” model (Ajzen, 1991).

Figure shows that “behavioural intentions are determined by three key antecedents:
attitude toward behaviour, subjective norm and perceived behavioural control” (Isaksen, 2006,
p.36).

“Attitude refers to the degree, to which a person has a favourable or unfavourable
evaluation or appraisal of the behaviour in question. Subjective norm refers to the perceived
social pressure to perform or not to perform the behaviour. The degree of perceived behavioural
control refers to the perceived ease or difficulty of performing the behaviour and it is assumed
to reflect past experience as well as anticipated impediments and obstacles” (Ajzen, 1991, p.
188).

Thus, intention is expected to influence performance to the extent that the person has
behavioural control, and performance will increase with behavioural control to the extent that

the person is motivated to try.

21



When it comes to imprinting component in the Figure 1, imprinting factors will
influence attitudes, subjective norms and perceived behavioural control which in their turn
affect intention that consequently influences business performance.

Mandal (2013, p. 277) says that according to Ajzen (1991) “as a general rule, the more
favourable the attitude and subjective norm with respect to a behaviour, and the greater the
perceived behavioural control, the stronger should be an individual’s intention to perform the
behaviour under consideration”.

The theory of planned behaviour distinguishes between three types of beliefs -
behavioural, normative, and control:

“Behavioural beliefs. These beliefs are about the probable outcomes of the behaviour.

Normative beliefs. These beliefs are about the normative expectations of others.

Control beliefs. These beliefs are about the presence of factors that may support or

prevent the behaviour” (Ajzen, 1991, p. 189).

Thus, “behavioural beliefs produce a favourable or unfavourable attitude toward the
behaviour, normative beliefs result in perceived social pressure or subjective norm, and so do
control beliefs. In combination, attitude toward the behaviour, subjective norm, and perception
of behavioural control lead to the formation of a behavioural intention. According to the theory
of planned behaviour, perceived behavioural control, together with behavioural intention, can

be used directly to predict behavioural achievement” (Ajzen, 2011, p. 74).

2.3.1.3 Link between imprinting and intentions

This section discusses the link between imprinting and intentions. This can be
considered as one of the theoretical contributions of the present study.

Earlier the sources/factors of imprinting were presented. Among them are allocated
family and friends, technology and the environment, work experience and work-related
knowledge, skills and abilities. These sources are also considered as entrepreneur’s
demographics/characteristics. So imprinting influences intentions through these sources. In
another words, entrepreneur’s demographics/characteristics influence intentions.

Further, according to the Ajzen’s theory of planned behaviour, such characteristics, for
instance external environment, influence intentions through the effect on attitude toward

behaviour, subjective norm and perceived behavioural control (Figure 1). In particular,
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experience of entrepreneur will affect attitude toward behaviour, which in its turn will influence
the intention.

In this way, the link between imprinting theory and intentions originates. Intentions are
the result of the environmental influence. Intention can be named as an indication of imprinting
which is positive. Intentions are also the consequences of imprinting sources.

Being an entrepreneur and obtaining entrepreneurial characteristics lead to better
attitude toward behaviour, greater perceived behavioural control that as the result influence
intentions. When the environment is very munificent, it influences the attitude to
entrepreneurship which is attractive in this case. All that affect the intention, again through

attitude.

2.3.1.4 Discussions on intentions

According to Fini et al. (2009, p. 1), “in the entrepreneurship literature many scholars
have focused on intentions (Bird, 1988; Krueger et al., 2000). Intentions have been proved to
be the best predictors of individual behaviours particularly when the behaviour is rare, hard to
observe or involves unpredictable time lags (Krueger & Brazeal, 1994)”.

According to the TPB, it should be possible to predict performance of a behaviour from
intentions to perform the behaviour and from perceived behavioural control. Intentions, in turn,
should be predictable from attitude towards the behaviour, subjective norm and perceived
behavioural control (Ajzen, 2011).

Important conclusion was made by Kolvereid and Bullvag in their research: “the results
indicate that growth intentions may be used to predict actual growth” (Kolvereid and Bullvag,

1996, p. 13).

2.3.2 Growth aspirations

It is appropriate to explain the concept “growth aspiration”, since it is also the factor of
imprinting that has effect on business performance.

Bulanova, Isaksen and Kolvereid (2016, p. 187) discuss that “as was mentioned by
several researchers, the entrepreneurs’  business growth aspiration is a main predictor of actual

business growth (Davidsson, 1989; Delmar and Wiklund, 2008; Kolvereid and Bullvag, 1996)”.
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Speaking about the connection between intention and aspiration, Bulanova et al. (2016,
p. 193) say that “Douglas distinguishes between growth intention among intending
entrepreneurs and growth aspiration among practising entrepreneurs. Intentions formed in the
“exploration stage” of the entrepreneurial process transform into aspirations in the “exploitation
stage” of the entrepreneurial process. These aspirations will take form after the launch of the
venture (Douglas, 2013)”.

The main characteristics of growth intentions are desirability and feasibility of business
growth. In the study of Bulanova, Isaksen and Kolvereid, authors assume that “perceived
desirability and perceived feasibility determine growth aspirations. That is, entrepreneurs’
business growth aspirations depend on the extent to which they consider business growth as a
desired or not desired outcome. In addition, entrepreneurs need to consider if business growth
is something that they actually can accomplish, that is, the extent to which business growth is
feasible to them” (Bulanova et al., 2016, p. 195).

The findings of authors indicate that “both growth desirability and growth feasibility are
key predictors of women entrepreneurs’  business growth aspirations. Growth desirability is,
in the study, referring to the entrepreneurs’ perceptions relating to the stakeholders’ attitude
towards business growth. That perceived self-efficacy related to external funding (feasibility)
predicts growth aspirations has implications for entrepreneurship research” (Bulanova, Isaksen

and Kolvereid, 2016, p. 212).

2.3.3 Link between intentions and performance

Autere (2005, p. 84) discusses that “there are several studies that investigated the
relationship between motivation/intention and growth confirmed a positive relationship
between motivation and growth (Bellu and Sherman, 1995; Kolvereid and Bullvag, 1996;
Miner et al., 1994; Mok and van den Tillaart, 1990)”.

In particular, Kolvereid and Bullvag (1996) found that growth ambitions were positively
associated with performance. “Growth intentions are related to actual growth, the past
intentions are related to later intentions, and that changes in intentions are related to changes in
actual growth. Opportunity influences intentions, which, in turn, influences actual growth”
(Kolvereid & Bullvag, 1996, p. 13). So, implications of authors’ study can be a persuasive

argumentation for the hypotheses of this master thesis: “Growth intentions may be used to
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predict actual growth; intentions may be used as surrogate measures of actual growth”
(Kolvereid & Bullvag, 1996, p. 14).

Further, Wiklund and Shepherd (2003, p. 1922) found that “small business managers’
aspirations to expand their business activities are positively related to actual growth”. Using the
theory of planned behaviour, they argue that “attitude towards the behaviour, subjective norms,
and perceived behavioural control explain intentions, whereas perceived behavioural control
and intention predict behaviour” (Wiklund and Shepherd (2003), p. 1922). Authors focus on
the “variables of growth aspirations (which reflects attitudes towards growth and subjective
norms) and perceived behavioural control; they do not directly measure the construct of
intentions” (Wiklund and Shepherd (2003), p. 1922).

The authors tested a motivation-based model presented in Figure 2.

Growth Behaviour

(growth)

aspirations

Behavioural
control
(resources and
opportunities)

Figure 2: Adapted version of the theory of planned behaviour for studying how growth
aspirations influence actual growth (Wiklund and Shepherd (2003), p. 1923).

They found that “the relationship between aspirations and growth appears more complex
than stated. It depends on the level of education and experience of the small business manager
as well as the dynamism of the environment in which the business(es) operates” (Wiklund and
Shepherd (2003), p. 1932).

Again, the imprinting factors (experience, environment) appeared, and as it was clarified
before, these factors lead to intention that affect the business performance.

In this master thesis, the same logic and argumentation are used as in previous studies
about intentions and their influence when it comes to the formulation of hypotheses.

Researchers, using logic of Ajzen’s theory, report and believe that those who have higher
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intentions to start business, more likely to do it; in the same way those, who want the growth of
businesses, will have greater chance to actually achieve the business growth. The same

reasoning about the higher intentions is used in the previous studies and current study.

2.3.4 Choice of independent variables in research

As it was mentioned, the aim of this study is to analyse the effect of intentions on the
business performance. That is why intention is the independent variable. Since dependent and
independent variables have to be in the same dimension (have to link), the choice of
independent variable is based on dependent variables. In section “Business performance” the
following measures were chosen for the current research: sales turnover, employment and
profit. Thus, independent variables are presented by:

intention for sales turnover,
intention for employment,

intention for profit.

2.4 Hypotheses of the research and research model

After conducted literature review, it becomes possible to formulate the hypotheses of
the research. The hypotheses are based on the theory and earlier studies (Isaksen, 2006;

Kolvereid and Bullvag, 1996; Isaksen & Kolvereid, 2006, etc.)

Hypothesis 1: Business founders’ initial sales turnover growth intention is positively

related to subsequent actual firm performance in terms of sales turnover.

Hypothesis 2: Business founders’ initial employment growth intention is positively

related to subsequent actual firm performance in terms of employment.

Hypothesis 3: Business founders’ initial profit growth intention is positively related to

subsequent actual firm performance in terms of profit.

These hypotheses reflect the core of this study: intentions have imprinting effect on the

firm’s performance.
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Figure 3 presents the research model of the present study reflecting all necessary aspects

and goal that implies to improve empirically the effect of intentions on performance:

Initial intention for sales turnover
Initial intention for employment
Initial intention for profit

Figure 3: Research model

Noteworthy, two-year, five-year and ten-year performance is investigated in the study.

2.5 Summary

In this chapter the dependent and independent variables are discussed. The relevant
theoretical perspectives are defined. The main assumption coming from chosen perspectives is
that “entrepreneurs and their businesses have the possibility to impact future events and
business outcomes” (Isaksen, 2006, p. 93).

The dependent variable, business performance, is multidimensional, that is why it was
decided to choose several performance measures: sales turnover, employment and profit.

Business performance is affected by imprinting through intention. The nature of
intention is clarified with the theory of planned behaviour. Imprinting factors, for instance
external environment and experience, influence intentions through the effect on attitude toward
behaviour, subjective norm and perceived behavioural control. Further, intention is expected to
influence performance to the extent that the person has behavioural control, and performance
will increase with behavioural control to the extent that the person is motivated to try.

Based on the literature review and discussions, hypotheses and research model are

presented. Next chapter will address the methodology.
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3.0 Methodology

In this chapter the description of methodology and its importance in research study will
be provided. The chosen research method that helps to investigate the research questions will
be explained. The philosophical position will be discussed. The research design will be
introduced. It is also important to define the unit of study, level of analysis and sample. The
data collection process will be discussed including the estimation of data quality. In addition,
the overview of the dependent, independent and control variables, their measurement and

analysis methods are defined.

3.1 Philosophical position

Methodology of science is the study about methods and procedures of scientific
activities. In other words, the decisions that have to be made while conducting the empirical
study.

The philosophy of science studies the concept, boundaries and the methodology of
science. According to Easterby-Smith et al., “the understanding of philosophical issues is very
useful, and it is important to comprehend how philosophical factors affect research and help to
give a better answer to the research question” (Easterby-Smith et al., 2012, p. 17).

Easterby-Smith et al. admit as well that “all researches hold philosophical assumptions,
and researchers need to be aware of their own assumptions. Philosophical factors and
assumptions influence what type of data should be collected in a research project, how the
collected data can be interpreted. The actual methodology and research techniques that are used
in a research project depend on assumptions made concerning ontology and epistemology”
(Easterby-Smith et al., 2012, p. 17).

It is appropriate to define the main concepts. Ontology means “views about the nature
of reality” (Easterby-Smith et al., 2012, p. 344). Epistemology means “views about the most
appropriate ways of enquiring into the nature of the world” (Easterby-Smith et al., 2012, p.
341).

There are two main traditions which are positivism and social constructionism.

“The key idea of positivism is that the social world exists externally, and its properties
should be measured through objective methods, rather than being inferred subjectively through

sensation, reflection or intuition” (Easterby-Smith et al., 2012, p. 22).
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“The idea of social constructionism is that ‘reality’ is determined by people rather than
by objective and external factors, and hence it is most important to appreciate the way people
make sense of their experience” (Easterby-Smith et al., 2012, p. 23).

Below is presented the Table 1 with description of each tradition:

Table 1: Contrasting implications of positivism and social constructionism (Easterby-

Smith et al., 2012, p. 24)

Positivism Constructionism
The observer Must be independent Is part of what being
observed

Human interests Should be irrelevant Are the main driver of

science

Explanations Must demonstrate causality | Aim to increase general
understanding of the

situation

Research progresses Hypotheses and deductions | Gathering rich data from

through which ideas are induced

Concepts Need to be defined so that Should incorporate

they can be measured stakeholder perspectives

Units of analysis

Should be reduced to

simplest terms

May include the complexity

of ‘whole’ situations

Generalizations through

Statistical probability

Theoretical abstraction

Sampling requires

Large numbers selected

randomly

Small number of cases

chosen for specific reasons

According to the table, epistemological position of the present research is close to the
positivism, characterized by:

“Aim — exposure

Starting point — propositions

Design — large surveys, multi-cases

Data type — numbers and words

Analysis/interpretation — correlation and regression

Outcomes — theory testing and generation” (Easterby-Smith et al., 2012, p. 25).
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Moreover, the research model and hypotheses confirm that the study linked to a
positivism view. The goal is to propose relationships between variables. Quantitative method
is used to test these relationships.

Nevertheless, “in practice of research and when one considers an individual research
project, the research can rarely be classified as either taking a pure positivist or a social
constructionist view” (Easterby-Smith et al., 2012, p. 28).

In support to close positivism view of the present study, it is possible to observe
numbers, however, intentions would be difficult to observe. That is why epistemological
position of this study perhaps borders on with scientific realism. “Since scientific realism
considers unobservable entities to be relevant objects for scientific inquiry. The scientific
realism view loosens some of the stringent assumptions implied by positivism. In particular,
this concerns epistemological considerations about how valid knowledge should be

established” (Isaksen, 2006, p. 99).

3.2 Quantitative research

Study of phenomenon can be conducted with the use of qualitative and quantitative
methods. The nature of studied subject determines the type of methods. Further, chosen method
defines how data will be collected and how it will be analysed.

In a quantitative study statistics and numbers are in focus, they make it possible to test
established theory (Johannessen et al., 2011). A qualitative study is well suited to develop new
theory, it provides more detailed information and it is suitable when there is lack of knowledge
about the phenomenon (Thagaard, 2006).

In this research the quantitative method is implemented in order to gain the goals that
are mentioned below.

“Quantitative research is a formal, objective, systematic process in which numerical data
are used to obtain information about the world. This research method is used:

to describe variables;
to examine relationships among variables;
to determine cause-and-effect interactions between variables” (Burns et al.,
2005, p. 23).
The use of quantitative method is supported by the fact that there are several different

hypotheses which have to be tested in this study. Findings from a relatively large number of
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entrepreneurs and their firms in Norway will be analysed and generalized. The conclusions will

be made about the veracity of studied hypotheses.

3.3 Research design

This is the planning of research process in order to answer the research questions.
“Research designs are about organizing research activity, including the collection of data, in
ways that are most likely to achieve the research aims” (Easterby-Smith et al., 2012, p. 43).
According to the formulated research questions, the most relevant will be data-gathering
process, survey research, quantitative data and use of statistical analysis.

When it comes to effect of initial growth intentions on subsequent business
performance, the survey conducted previously by researcher Espen Isaksen in his doctoral
thesis was used as a secondary data in this study in order to answer the research question.

Such components of research design as unit of analysis, criteria to select data sites and
longitudinal extent of the data collection (Hofer and Bygrave, 1992) will be discussed further.

The unit of analysis is considered to be business registrations represented by founding
entrepreneurs or entrepreneurial team.

When it concerns the dependent variable “performance”, research is conducted at the
firm/business level of analysis. When it comes to independent variable “intentions”, the level
of analysis is the individual.

Concerning the data site and sampling frame of the study, initial information about new
business registrations in Norway for 2002 was collected from the Brgnngysund Register Centre
in 2004 by previous researcher. The focus is on businesses with unlimited or limited
responsibility (AS). The sampling frame consisted of the whole population of new business
registrations in Norway during 4 weeks in 2002 that have taken a visible step into the business
creation process (Isaksen, 2006). Initially, it was 3,121 new business, however, this number
will be corrected because of the additional requirements for business entities.

When it comes to the longitudinal extent of the data collection, the time lag is ten years
between initial cross-sectional study in 2002 and follow-up data collection for 2011. The time

aspect is of great concern.
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3.4 Data collection

In this study the secondary data is used for the analysis. This data is coming from the
survey conducted by previous researcher and received answers from the respondents. The
purpose of the survey was to get information about the intentions of entrepreneurs.

The survey was conducted via mail in 2002. This approach to collect data had several
advantages. “Its benefit is in reaching many respondents; it is not expensive; it presents the
questionnaire in visual manner” (Isaksen, 2006, p. 109). There were included mostly closed
questions and several open questions in a structured questionnaire. As for the item-scales,
seven-point scales were mostly applied in the survey.

Noteworthy, not all the questions of survey are relevant to this study, since survey was
initially composed for other research purposes. Those questions that are related to the topic of
this thesis are enclosed in the Appendix A.

The questionnaire went through several revisions before the final version was approved.
The list of businesses was purchased from the business register Brgnngysund Register Centre.
Information included name, address, legal form and localisation at municipality level. In total
3,121 businesses were approached (743 AS businesses approached). Response rate was 32%
(236 answers from AS) (Isaksen, 2006).

Ten years later (in 2012) after the initial study, the second round of data collection
(collected annual accounts from surviving AS over a ten-year period) for each past year (2002-
2011) was carried out previously by a researcher with the use of database “RAVINFO”. The
data collected in the follow-up study was concerned with the dependent variable, the
performance of businesses.

Noteworthy, those respondents were included in analysis, who stated in the survey that
they either alone or together with someone (in a team) were responsible for starting the new
business. This kind of filter has led to 221 companies that were included in this study.

It was chosen to look at both types of companies: start-ups or acquisitions. As was
mentioned earlier, the study is focused just on AS (aksjeselskaper) companies, because sales,

employment and profit data exists only for them.
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3.5 Population, sample and representativeness

In this study the quantitative data is used, which is derived from a sample in order to
draw conclusions about a defined population. The following concepts are relevant for this
research:

- Population — the whole set of entities that decisions relate to;

- Sample — refers to a subset of those entities from which evidence is gathered
(Easterby-Smith et al., 2012).

It is important decision whom to choose for conducting research. Since it can be difficult
to examine all entities in the relevant population for the research, it is more appropriate to define
the sample that can represent the whole population.

To be included in the sample, the entities had to fulfil the following requirements:

to be Norwegian company (AS);

be registered in business register during weeks 21-24 in 2002;
have to respond to the postal survey;

to be founded by entrepreneur or entrepreneurial team.

All mentioned requirements reduced sample to 221 businesses.

In this research, the population consists of businesses in Norway that entered the
business register during weeks 21-24 in 2002.

When it comes to representativeness of the sample, according to Isaksen (2006) and
conducted tests by him in doctoral thesis, “tests give no reason to suspect that the sample of
respondents in the first survey unrepresentative of the population of new business registrations

in 2002 (Isaksen, 2006, p. 119).

3.6 Analysis methods

The measurement (what and how) is usually determined by theoretical framework and
research model.

In the present study, several data analyses are implied: univariate, bivariate and
multivariate. “Univariate analyses include descriptive statistics, mean and standard deviation
for the continuous variables and frequencies for the categorical variables. It will reflect the
distribution of variables” (Isaksen, 2006, p. 126). Cronbach’s alpha values will be estimated in

order to assess data internal consistency reliability for the composite measures.
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In Chapter 4, the hypotheses will be tested with the use of bivariate and multivariate

data analysis.

3.6.1 Correlation Analysis

A correlation analysis can be explained as a measure of correlation. “With regard to the
bivariate statistical analysis, correlation analyses are conducted to test associations among
variables” (Isaksen, 2006).

There are three methods that can be used when conducting a correlation analysis:
Pearson's correlation coefficient (r), Spearman’s rank correlation coefficient (p) and Kendall's
correlation coefficient (w). All these methods have values ranging from -1 to 1. Pearson is a
parametric test, while Spearman and Kendall's non-parametric tests. The Pearson test measures
the degree of linear relationships between two variables. The most used test is Pearson's

correlation coefficient, which prevails in this study (Eikemo and Clausen, 2007).

3.6.2 Regression analysis

A regression analysis is an analytical method one can use to examine how the average
value of the dependent variable varies with the independent variable(s). The variables in this
analysis are either dependent or independent, and if there are several independent variables in
the analysis, thus it is called a multivariate regression (Eikemo and Clausen, 2007).

In this study, linear regression will be used in order to test the hypotheses.

3.6.3 Data internal consistency reliability

In the research process, it is important to know if collected data is reliable or not. One
of the ways to test the internal consistency reliability is to conduct a Cronbach's alpha test,
which was done in this study. This is a measure of internal consistency, which defines how
close a set of indicators are linked to each other. There must be at least two indicators in order
to conduct Cronbach's alpha test. The aim of this test is to check whether indicators correlate
positively with each other. (Ghauri and Grgnhaug, 2005). According to Hair et al. (2010, p. 92),
“Cronbach’s alpha is measure of reliability that ranges from 0 to 1, with values of 0,60 to 0,70

deemed the lower limit of acceptability”.
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3.6.4 Validity

Validity is defined as “extent to which a measure or set of measures correctly represents
the concept of study — the degree to which it is free from any systematic or non-random error.
Validity is concerned with how well the concept is defined by the measures” (Hair et al., 2010,
p. 3).

There are different types of validity:

1. Face and content validity

“Face validity is a measure of how representative a research project is “at face value”,
and whether it appears to be a good project. Content validity is the estimate of how much a
measure represents every single element of a construct” (Shuttleworth, 2009).

In this study, it is about how people understand the survey. During the previous study
of Isaksen (2006), “the questionnaire went through several revisions before the final version
was approved. It was evaluated by three academics. In order to get the questionnaire pre-tested
by practitioners, the preliminary version was mailed to 25 respondents following a training
programme for entrepreneurs. The result of the pre-test did not indicate that the questionnaire
had to go through major changes” (Isaksen, 2006, p. 111).

2. External validity

“External validity is about generalization: To what extent can an effect in research, be
generalized to populations, settings, treatment variables, and measurement variables?”
(Shuttleworth, 2009).

As it was discussed before, according to Isaksen (2006) and conducted tests by him in
doctoral thesis, “tests give no reason to suspect that the sample of respondents in the first survey
unrepresentative of the population of new business registrations in 2002 (Isaksen, 2006, p.
119).

3. Internal validity - causality

“Internal validity is a measure which ensures that a researcher's experiment design
closely follows the principle of cause and effect” (Shuttleworth, 2009).

“The following four criteria are generally linked to assertions of causality:

(1) covariation between the cause and the effect,

(2) the cause precedes the effect (i.e. a time lag between the independent and the
dependent variable),

(3) the relationship between variables is not spurious,
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(4) the relationship between variables as well as the presumed sequence of cause and
effect is theoretically based” (Isaksen, 2006, p. 223).

In case of this master thesis, the conditions are complied, so it can be suggested
causality. There is a theory that supports the relationship between intention and performance;
the correlations between variables are indicated; time layer between independent and dependent
variables exists - cause precedes in time the effect, first happens cause (intention), afterwards
happens effect (performance), first intention is measured, then performance is measured
(straight chronological order); it was tested for spurious relationship with the use of control

variables.

When it comes to hypotheses testing and chosen significance levels, the following is
defined. “Significance level is commonly referred to as the level of statistical significance, the
significance level represents the probability the researcher is willing to accept that the estimated
coefficient is classified as different from zero when it actually is not. The most widely used
level of significance is 0,05, although researchers use levels ranging from 0,01 (more
demanding) to 0,10” (Hair et al., 2010, p. 160). Thus, in this study while testing the hypotheses,

the significance level 0,05 is chosen.

3.7 Operationalization of variables
In this section, different variables used in the analysis are discussed. The variables are
divided into three groups: dependent variables, independent variables and control variables. All

used variables are presented in Table 2 below:

Table 2: Variables

Type of variables Name of variables
Dependent variables - sales turnover,
employment costs,
(formulas are presented below) ploy
profit
Independent variables - intention for sales turnover,

intention for employment,
intention for profit
Control variables - gender

experience

industry

team
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Descriptive statistics and variable distribution will be reported below. By analysing the
relationship among independent variables and dependent variables shown in Table 2, it will
help to answer research question. In this study the independent variable is the cause of the

dependent variable. The effect of intentions on performance will be analysed.

3.7.1 Dependent variable, business performance

Murphy et al. (1996) argued that performance measures used in entrepreneurship studies
have a multidimensional nature. Performance is the dependent variable in this study, which is
presented by sales turnover, employment and profit after 2 years, 5 years and 10 years.

A basic assumption in multivariate analyses is normality, referring to the shape of
variable distribution. “Normality is a degree to which the distribution of the sample data
corresponds to a normal distribution. Normal distribution is purely theoretical continuous
probability distribution in which the horizontal axis represents all possible values of a variable
and the vertical axis represents the probability of those values occurring. The scores on the
variable are clustered around the mean in a symmetrical, unimodal pattern known as the bell-
shaped, or normal, curve” (Hair et al., 2010, p. 36). In this case, all dependent variables were
not normally distributed from the beginning. That resulted in insignificant correlation and
regression between variables. Thus, the transformation of dependent variables was undertaken
in order to satisfy normality assumption and since regression analysis assumes that variables
are normally distributed.

There are several ways to of performing data transformation in order to accommodate
non-normal distribution. Examples of data transformation include calculating the square root,
calculating the logarithm (Hair et al., 1998).

When it comes to correlation analysis, parametric Spearman’s correlation does not
consider normal distribution, however, Pearson correlation assumes that.

Transformation can help to get reasonable results during the analysis of variables.

Such parameters as skewness and kurtosis indicate the distribution.

“Skewness is a measure of symmetry, or more precisely, the lack of symmetry. A
distribution, or data set, is symmetric if it looks the same to the left and right of the centre point”
(NIST/SEMATECH e-Handbook of Statistical Methods, 2003).

“Kurtosis is a measure of whether the data are heavy-tailed or light-tailed relative to a

normal distribution. That is, data sets with high kurtosis tend to have heavy tails, or outliers.

37



Data sets with low kurtosis tend to have light tails, or lack of outliers” (NIST/SEMATECH e-
Handbook of Statistical Methods, 2003).

“Both Skewness and Kurtosis are 0 in a normal distribution, so the further away from
0, the more non-normal the distribution is” (NIST/SEMATECH e-Handbook of Statistical
Methods, 2003). “Significant skewness and kurtosis clearly indicate that data are not normal.
One approach is to apply some type of transformation to try to make the data normal, or more
nearly normal. In particular, taking the log or square root of a data set is often useful for data
that exhibit moderate right skewness” (NIST/SEMATECH e-Handbook of Statistical Methods,
2003).

In this study, the following assumption will be used according to literature: “The values
for asymmetry and kurtosis between -2 and +2 are considered acceptable in order to prove

normal univariate distribution” (George & Mallery, 2010).

3.7.1.1 Measurement of sales turnover

For dependent variables sales turnover and employment, the following type of
transformation will be undertaken - logarithmic transformation. As variables were markedly
skewed, the variables were transformed by adding a constant and calculating the logarithm:

LN (150 + variable’s value)

Since some responds in the survey show that sales turnover equals zero, which make it
impossible to run LN function, that is why the constant is required in the formula.

Measures of sales turnover are aggregated, and firms that had exited were given a value
“0”. This makes it possible to test the hypotheses on all 221 firms.

Table 3 shows old and new distributions of dependent variable “Sales turnover after 2

years”.
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Table 3: Distribution of dependent variable “Sales turnover after 2 years”

Old distribution New distribution
Histogram Histogram
200 30+
1504 ]
a0
‘:"' 100 .:" B
104 -
50+
T 00 1000000 2000000 3000000 4000"0_0:) 5000000 60000,00 T sm0 5,00 7.00 8.00 9.00 10,00 1100
Sales2years transformsalesturn2years
Statistics: Statistics:
Skewness 4,188 Skewness 0,059
Kurtosis 22,442 Kurtosis -0,508
Number: valid 221 Number: valid 221

After logarithmic transformation the figures with regard to skewness and kurtosis were

the following: sales turnover after 2 years 0,059 and -0,508 respectively.

Table 4 shows old and new distributions of dependent variable “Sales turnover after 5 years”.

Table 4: Distribution of dependent variable “Sales turnover after 5 years”

Old distribution New distribution
Histogram Histogram
N o Sa‘looost);::.;rs o e 4'00 " transf::fnsalest;:z:years o -
Statistics: Statistics:
Skewness 4,341 Skewness -0,285
Kurtosis 21,701 Kurtosis -0,269
Number: valid 221 Number: valid 221
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After logarithmic transformation the figures with regard to skewness and kurtosis were
the following: sales turnover after 5 years -0,285 and -0,269 respectively.
Table 5 shows old and new distributions of dependent variable “Sales turnover after 10

years”.

Table 5: Distribution of dependent variable “Sales turnover after 10 years”

Old distribution New distribution

Histogram Histogram

2001 30

150+

100

Frequency
Frequency
]

50

b 1

T T T 1 T T 0 T T T
00 100000,00 200000,00 300000,00 400000,00 5S00000,00 600000,00 4,00 6,00 8,00 10,00 12,00 14,00

Sales10yearsnew transformsalesturni10years
Statistics: Statistics:
Skewness 4,933 Skewness -0,347
Kurtosis 30,145 Kurtosis -0,439
Number: valid 221 Number: valid 221

After logarithmic transformation the figures with regard to skewness and kurtosis were

the following: sales turnover after 10 years -0,347 and -0,439 respectively.

3.7.1.2 Measurement of employment

Measures of labour costs/employment are aggregated, and firms that had exited were
given a value “0”. This makes it possible to test the hypotheses on all 221 firms.

For dependent variable employment the logarithmic transformation is undertaken as
well. As variables were markedly skewed, the variables were transformed by adding a constant
and calculating the logarithm:

LN (150 + variable’s value)
Since some responds in the survey show that employment equals zero, which make it

impossible to run LN function, that is why the constant is required in the formula.
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Table 6 shows old and new distribution of dependent variable “Employment after 2

years”.

Table 6: Distribution of dependent variable “Employment after 2 years”

Old distribution New distribution
Histogram Histogram
200 —
] 60
150+
Ery >
3 £ a0
E’ 100+ é
& &
50 20
1) T _l_'_‘ F_ — T T — —
-5000,00 00 500000 1000000 1500000  20000,00 a0 5,00 6,00 7.00 8,00 9,00 10,00
Emp2years transformemp2years
Statistics: Statistics:
Skewness 5,609 Skewness 0,601
Kurtosis 42.821 Kurtosis -0,186
Number: valid 221 Number: valid 221

After logarithmic transformation the figures with regard to skewness and kurtosis were
the following: employment after 2 years 0,601 and -0,186 respectively.

Table 7 shows old and new distributions of dependent variable “Employment after 5

years”.
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Table 7: Distribution of dependent variable “Employment after 5 years”

Old distribution New distribution
Histogram Histogram
‘ } Emlp5years ' ‘ ‘ ' t;-ansform'emp5yea'rs ‘ I
Statistics: Statistics:
Skewness 4,732 Skewness 0,261
Kurtosis 26,923 Kurtosis -0,817
Number: valid 221 Number: valid 221

After logarithmic transformation the figures with regard to skewness and kurtosis were
the following: employment after 5 years 0,261 and -0,817 respectively.

Table 8 shows old and new distributions of dependent variable “Employment after 10

years”.
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Table 8: Distribution of dependent variable “Employment after 10 years”

Old distribution New distribution
Histogram Histogram
° -SOO(I)O 00 00 _’_L'.‘_‘SOOOIO 00_.=l= 1000100.00 _=l|5001')0.00 v I ! ! I—I I_!
Emp1Oyears ' transfolrmemp10years. )

Statistics: Statistics:
Skewness 4,729 Skewness 0,206
Kurtosis 25,187 Kurtosis -0,909
Number: valid 221 Number: valid 221

After logarithmic transformation the figures with regard to skewness and kurtosis were

the following: employment after 10 years 0,206 and -0,909 respectively.

3.7.1.3 Measurement of profits

Skewness and kurtosis of the variable “profit” after 2, 5 and 10 years will be reported in

order to indicate the need of transformation of variables.

In case of the dependent variable “Profit after 2, 5 a