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What Affects Nascent Entrepreneurs’ Proactiveness

ABSTRACT: Proactiveness is a pervasive phenomenon in entrepreneurial
organisations, however, the existing literatures mainly focus on entrepreneurial
orientation, proactiveness is only regarded as one dimension of EO, and most studies on
EO are at the level of firm, not the individual. Based on effectuation theory, this study
utilized data from CPSED and examined the antecedents of nascent entrepreneurs’
proactiveness. We find that entrepreneurial experience has a positive effect on nascent
entrepreneurs’ proactiveness while management education and systematic search have
negative effect. These findings add to the effectuation and entrepreneurial proactiveness

literatures.



INTRODUCTION

This paper aims to contribute to the growing literature on the entrepreneurial process.
More specifically, it focuses on the concept of entrepreneurial orientation which has
attracted growing attention from researchers in recent years (Covin and Slevin,
1989; Lumpkin and Dess, 1996; Zahra et al, 1999). EO is contrasted to
entrepreneurship. Entrepreneurship is new entry. Entrepreneurial orientation is the
processes, practices, intentions, and decision-making activities leading to new
entry(Lumpkin and Dess, 1996). Voss et al. (2005) define EO as “a firm-level
disposition to engage in behaviors that leads to change in the organization or
marketplace”. Entrepreneurial orientation is a multi-dimensional construct which is
typically applied at the organisational level and characterises the firm’s
entrepreneurial behaviour in relation to one or more of the three dimensions: firstly
risk-taking, secondly innovativeness and thirdly proactiveness. The paper focuses on
the third of these, namely proactiveness, which it is argued is an underestimated
component of most entrepreneurial orientation models. The concept of entrepreneurial
orientation is part of a process oriented view of entrepreneurship that places heavy
emphasis on decisions made by entrepreneurs.

Proactiveness describes the propensity to act on the part of human
beings. Proactiveness is included in most definitions of entrepreneurial orientation but
only in a fairly marginal way, yet it can be argued that being proactive is one of the most
important characteristics of entrepreneurship. It is in this context that the concept is

selected as a



focus for this paper.

Organization theory shows that human behavior is subject to the constraints generated
by both internal and external conditions, whilst humans are not completely passive
recipients of external environmental pressures. The three components, namely human
agents, the environment and behavior, interact with each other. Bateman and Crant (1993)
defined the construct proactive personality “as a dispositional construct that identifies
differences among people in the extent to which they take action to influence their
environment”. In other words, people can consciously change their social and economic
environment. Proactiveness refers to the propensity of human agents to take action in the
face of external constraints. In so doing, they are likely to affect and may change the
environment in which they operate. Proactive entrepreneurs are action-oriented
entrepreneurs. Once they have discovered a business opportunity, they may gloss over the
limitations of the resource base which they control.. Research evidence shows that
proactiveness not only affects the formation of entrepreneurial intentions (Crant, 1996),
but can also affect the performance of new enterprises (Becherer and Maurer, 1999).
Furthermore, proactiveness shapes the strategic orientation of the new venture,
encourages enterprises to develop new products and markets, promotes internal changes
and organizational restructuring, so as to contribute to the growth of enterprise (Kickul
and Gundry, 2002).

Proactive entrepreneurs are not passive recipients of external environmental pressures,



but are rather co-creators of the environment in which they operate. When facing a highly
uncertain external environment, their emphasis is typically on how to control these
environmental pressures, rather than attempting to predict future environmental change.
In addition, proactive entrepreneurs tend to regard contingency as an opportunity; seeking
to take advantage of it rather than to evade it. Their purpose is to transfer the contingency
into the resources for achieving their goals (Sarasvathy and Kotha, 2001). Proactiveness
is not only a characteristic of the individual but also a characteristic of a group and
organization.

At the organizational level, proactiveness means to take the active scan of external
environment to discover new market opportunities, to encourage innovation and change
within the organization; to forecast institutional change and social trends, and to re-design
or change business processes or products in order to resist adverse changes in the
environment. Hence, proactiveness may also be regarded as an organizational dynamic
capability (Aragon-Correa and Sharma, 2003). However, the entrepreneurship literature
mainly focuses on the concept of entrepreneurial orientation, of which proactiveness is a
small part. (Miller, 1983; Covin and Slevin, 1991; Knight, 1997). It is suggested that the
existing EO concept is not applicable to nascent entrepreneurs, particularly since
proactiveness is only a minor element and the formation of a new business requires

proactiveness on the part of the entrepreneur.



THEORY AND HYPOTHESES

Causal and Effectual Logic

Sarasvathy has suggested that there are two different forms of logic used by
entrepreneurs during new firm formation. Causal logic starts with a pre-determined goal
and a given set of means, with the aim of identifying the optimum way to achieve this
goal. Examples might include the decision between internal and external sources of
production, the decision of market positioning, the decision of what is the highest
potential return with the lowest-risk portfolio investment, the decision of financing, and
the decision of how to select the most suitable staff for a specific post. In other words,
most of the key strategic decisions that entrepreneurs face. Causal logic includes not just
the choice of the best means for achieving the pre-determined objective, but also includes
the creation of new means to reach the goal. Sarasvathy argues that novice entrepreneurs
prefer causal logic while experienced entrepreneurs prefer effectual logic.

Effectual logic has three characteristics: (1) The avoidance of forecasting.
Experienced entrepreneurs make key strategic decisions based on the accumulation of
experience and the organic combination of knowledge rather than relying on the input of
external information. On the other hand, novice entrepreneurs tend to rely on external
information to predict future environment change. In addition, experienced entrepreneurs
usually ignore predictive information because this information is merely a reflection of

the current environment and doesn’t consider the action to be taken by entrepreneurs. (2)

5



Focus on what can be done. Novice entrepreneurs like to set a target as a basis for taking
action, while experienced entrepreneurs regard their experiences and knowledge as the
guidance for their next actions, especially when they face the uncertain goals and highly
dynamic environment; they determine the next action based on means such as who I am,
what I know, whom I know, what I have. Just as Sarasvathy suggests, experienced
entrepreneurs are means-oriented and novice entrepreneurs are goal-oriented. (3) Utilize
contingencies. In causal logic there is a desire to want to avoid unpleasant surprises.
Novice entrepreneurs regard such events as an obstacle for their set goal, while
experienced entrepreneurs treat those contingencies as new opportunities because they
have no set goals nor well developed thought-out plans. When novice entrepreneurs make
their decisions at the beginning of the entrepreneurial process, some will follow causal
logic and others will follow effectual logic. When they become more experienced they
will prefer effectual logic. i.e. as experience is accumulated, they will eventually use
effectual logic regardless of the initial logic.

Proactiveness is often discussed in the business domain, however, compared with
causal logic, proactiveness exhibits more characteristics of effectual logic. Proactive
entrepreneurs can take action without a meticulous plan (Bhide, 2000; Carter et al., 1996),
and can start a new firm without having accumulated sufficient resources (Baker and

Nelson, 2005; Hmieleski and Corbett, 2006, Baker, 2007).



The effectuation perspective is a response to the fact that entrepreneurs are rarely
faced with predictable environments; they have no means of obtaining complete
information about the future. The contemporary focus on effectuation is usually
associated with the work of Sarasvathy, who emphasizes that decision making by
entrepreneurs is rarely optimal. It is typically taken on a make-do basis, where experience
is a key factor. In this paper, effectuation draws on other theoretical concepts to help to
interpret entrepreneurial behaviour. The approach is all about improvisation in which
strategic perspectives emerge rather than are explicitly planned upfront (Sarasvathy,
2008). The approach emphasizes making do with what one has rather than making
assumptions about what one should have. This particularly applies to resources at start-up
and explains why the vast majority of businesses start off under-capitalised.

Sarasvathy uses the term “effectuation” to capture the logic behind the improvisation
perspectives approach to organizing. In the planning perspective the entrepreneur’s
challenge is to choose the optimal strategy. In the improvisation perspective, however,
the entrepreneur’s challenge is to create the organization to explore possible
combinations and modifications of the available means, which requires an open approach
to organizing. In this effectuation approach the entrepreneur must behave flexibly,
creatively and experimentally with the various inputs and interactions which others give
rise to. In this context, Sarasvathy argues that entrepreneurs typically have three

resources available at the organizing stage. These may be summarised by the answers to



the following questions: Who am 1? What do I know? And, arguably most importantly,
who do I know? These are the resources which the entrepreneur uses to create a new
business enterprise.

In summary, in the planning perspective the goal is determined in advance and a key
issue for the entrepreneur is what he or she can do to achieve the desired goal. It is
assumed that the entrepreneur engages in rational decision making through analysis,
control, generic recipes and planning, which can shape the organization towards the
desired goal. By contrast, in an improvisation perspective, the entrepreneur must focus on
the question of what they can achieve with the resources they have and/or can reasonably
be expected to mobilize. In this paper the emphasis on proactiveness on the part of
entrepreneurs is compatible with Sarasvathy’s improvising perspective.

Based on the effectuation theory, the paper will investigate the antecedents
of entrepreneurial proactiveness. The research hypotheses proposed are used to create

the research model that is presented in Figure 1.
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Figure 1. Research Model

Experience
Effectuation theory pays more attention to entrepreneurial experience. In fact,
experience can be an important decision variable. Literature on expert decisions shows

that experience can help people make better decisions through the accumulation of



experience and organic combination of knowledge required (Ericsson and Kintsch, 1995).
People store the information of every action automatically, this information is used to
match the perceived feasibility of new decisions (Reingold et. al., 2001). At the same
time, learning theory distinguishes between open and closed loop learning with
experience more central to the second type of decision, which may be almost routine in
nature. This contrasts with open loop learning, where in an extreme case the decision
maker may be facing not just the unknown (because it is outside his/her experience) but
may in fact be unknowable. Using prior experiences, experts intuitively realize where
failure could happen (Schenk, et al., 1998) and work to predict future environmental
change in such a way that they build contingency into their strategy formation (Glaser,
1996).

Self-efficacy theory also regards personal experience as the most effective way to
enhance personal level of self-efficacy. Mastery experiences strengthen one’s confidence
of what one can do with the skills one possesses. (Gist, 1987; Wood and Bandura, 1989).
Researchers have suggested that perceived self-efficacy may determine the choice of
opportunities and decisions (Markman, et al., 2002; Kickul, et al., 2009). In the business
domain, Mitchell (1997) sought to understand the nature of entrepreneurial expertise in
management. One empirical study shows a strong relationship between entrepreneurial
expertise and firm performance (Reuber and Fischer, 1994). Literature on

entrepreneurship also suggests that experience is an important factor in the
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entrepreneurial process (Starr and Bygrave, 1991). Entrepreneurs who have created a new
venture more than once have greater probability of becoming successful entrepreneurs
than others (Ronstadt, 1982). Some survey evidence shows that almost one-third of
entrepreneurs have prior entrepreneurial experience (Birley and Westhead, 1994).
Westhead and Wright (1998), for example, study the impact of entrepreneurial experience
on entrepreneurial activity, dividing entrepreneurs into three categories: novice founders,
portfolio founders and serial founders. They found these three types of entrepreneurs
exhibit lots of differences in their decisions and entrepreneurial activities.

Despite experience being regarded theoretically as an important influencing factor on
the choice of entrepreneurial decision-making, empirical studies exploring the
relationship between entrepreneurial experience and entrepreneurial decision-making are
still inconclusive, as are studies of the relationship between entrepreneurial experience
and entrepreneurial performance. For example, Newbert’s (2005) study showed no
significant effect on entrepreneurial performance, neither positively nor negatively.

In summary, research shows that entrepreneurial experience affects entrepreneurial
decision-making. However, no research has directly examined whether entrepreneurial
experience influences proactiveness, although from this research review it may be
inferred that entrepreneurial experience is likely to influence proactive action. Therefore,
the following hypothesis is proposed:

Hypothesis 1: entrepreneurial experience has a direct, positive effect on the level of

11



proactiveness.

Entrepreneurship Education

Entrepreneurship education has increasingly become a global phenomenon (Katz,
2003), although its role has changed over time as entrepreneurship has increasingly
involved people from a widening social background. This has emerged from
entrepreneurship research, which has shown that the personality of entrepreneurs is not
significantly different from non-entrepreneurs (Brockhaus, 1980). One of the leading
centers of entrepreneurship education is the Kauffman Foundation Entrepreneurship
Center, which defines entrepreneurship education as teaching participants the knowledge
and skills required to grasp opportunities ignored by others. Clearly, this is a proactive
approach aiming to develop not just relevant knowledge and skills but also the insight
and confidence to act when others are hesitant. The primary goal of entrepreneurship
education is to increase the participants’ awareness and understanding of new venture
development process (Hills, 1988).

There is some empirical evidence which shows that attending entrepreneurship
courses affect the decision-making of students about whether or not they would engage in
entrepreneurial activity after graduation (Clouse, 1990). Peterman and Kennedy (2003)
find that entrepreneurship courses significantly improved students' understanding of the
feasibility of starting a business. Lena and Wong (2003) found that there was a positive

correlation between people’s attitude towards entrepreneurship education and the

12



propensity to engage in entrepreneurial activity. For example, at Harvard University,
more than 50% of students who attended entrepreneurship courses started their own
companies (Raichaudhuri, 2005). At the University of Arizona, the number of students
who engaged in entrepreneurial activity after attending entrepreneurship courses is three
times the number of students who did not attend entrepreneurship courses.

Whereas entrepreneurship education is based on effectual logic, management
education is based on causal logic. (Sarasvathy, 2001). This is important because
Sarasvathy’s comparison of experienced entrepreneurs and MBA students found that
their strategic decision making differed in many respects.

In summary, the positive influence of entrepreneurship education has been well
documented and strong empirical support exists for its effect on entrepreneurial activity.
Thus, the following hypothesis is proposed:

Hypothesis 2: entrepreneurship education has a direct, positive effect on the level of
proactiveness.

Meanwhile, we suggest that management education has a different effect from
entrepreneurship education based on effectuation theory, thus the following hypothesis is
proposed:

Hypothesis 3: management education has a direct, negative effect on the level of

proactiveness.

Entrepreneurial Motivation
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The Global Entrepreneurship Monitor (GEM) divides entrepreneurs into two
categories based on their stated motives for starting their business, which in some cases is
necessity-driven and in others is opportunity-driven. (Reynolds et al., 2002). These two
categories have significant differences in many respects such as access to resources,
knowledge and skills. They have different expectations and tolerance of risk. Wagner’s
(2005) study shows that necessity-driven entrepreneurs expect lower risk and higher rates
of return on their investments. In other words, they have more fear of failure than
opportunity-driven entrepreneurs. Entrepreneurial motivation is a direct reflection of the
economic conditions of the entrepreneurs. The GEM survey confirms that entrepreneurial
motivation exhibits obvious differences in regional distribution, opportunity-driven
entrepreneurs are more common in developed countries and regions such as the United
States, Britain, France, while necessity-driven entrepreneurs occupy a higher proportion
in low-income countries. It can be inferred that an opportunity-driven entrepreneur would
be more positive on proactiveness than a necessity-driven entrepreneur. Thus, the
following hypothesis is proposed:

Hypothesis 4: Entrepreneurial motivation has a direct effect on proactiveness,
opportunity-driven entrepreneurs are more proactive than necessity-driven entrepreneurs.

At the same time, this distinction between necessity-driven and opportunity-driven
entrepreneurs has been criticized because it tends to overlook the dynamic element which

can be associated with a rapidly changing external environment and/or changes in

14



entrepreneurial behavior that are associated with entrepreneurial learning (Smallbone and
Welter, 2004). There is another problem and that is that there is typically a failure to
emphasize that the distinction between the two categories is based on a single question
about the reasons for start-up. But in practice, the reference to start-up is often neglected
and people talk about necessity and opportunity-driven entrepreneurship as though these

categories describe ongoing conditions.

Entrepreneurial Opportunity

Entrepreneurial opportunity is a core element of the entrepreneurial process, since
entrepreneurship is concerned with the discovery and exploitation of profitable
opportunities (Shane and Venkataraman, 2000). Although they must be identified by
individuals (or groups of individuals), entrepreneurial opportunities may result from
major changes in society, regulations, and technology and reflect the conditions that
market needs are not fully satisfied or resources are not completely utilized.
Entrepreneurs’ alertness to such changes enables them to identify opportunities
represented by gaps in the market. Entrepreneurs’ alertness are based on their possession
of the prior information necessary to identify an opportunity and their cognitive
properties necessary to value it (Kaish and Gilad, 1987; Venkataraman, 1997; Kaish and
Gilad, 1991; Shaver and Scott, 1991; Shane and Venkataraman, 2000).

Literature suggests that opportunities can in some cases emerge by accident, whilst in

other cases they result from systematic search. Entrepreneurs who have found
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opportunities by accident have a higher level of alertness and tend to be more sensitive to
change and innovation than entrepreneurs who found opportunities through systematic
search. But alertness is not a natural ability; it is closely related to an individual’s
personal structure of knowledge and professional experience. Individuals who possess
heterogeneous information can identify entrepreneurial opportunities more easily than
others (Shane, 2000). According to Sarasvathy’s theory, systematic search is a causal
logic action. Entrepreneurs who prefer systematic search will made a deliberate decision
rather than take a fast action after they identify an opportunity.Thus, the following
hypothesis is proposed:

Hypothesis 5: the way to identify entrepreneurial opportunity has a direct effect on
proactiveness. Entrepreneurs who found opportunities by accident are more proactive

than entrepreneurs who found opportunities through systematic search.

RESEARCH METHOD

Research design and sample

In this study, data is taken from the Chinese Panel Study of Entrepreneurial Dynamics
(CPSED). This program is a part of the Panel Study of Entrepreneurial Dynamics (PSED).
The CPSED does not simply replicate the design of PSED because its objectives are not
only to describe nascent entrepreneurship in China, but also to advance the international
research frontier of this topic by providing context-specific knowledge (Zhang et al.,

2011). At the same time, the CPSED adjusts its sampling method to take into account
16



China’s huge population. Rather than nationwide sampling, the sampling is conducted in
eight representative cities in China which includes Beijing, Tianjin, Hangzhou,
Guangzhou, Wuhan, Shenyang, Chengdu and Xi'an. These cities were selected to
represent different regions with varying levels of entrepreneurship. It is believed that
sampling in these eight cities reflects the characteristics of nascent entrepreneurship in
each region.

The CPSED is the first large-scale longitudinal study of new firm formation in
China. Its data collection consists of three waves; in the first the CPSED project
contacted 20,998 Chinese households by telephone through random dialing in the eight
representative cities. Of those contacted, 974 were nascent entrepreneurs, 601 of whom
went through a comprehensive telephone interview regarding the status and development
of their startups. During the next two years, the CPSED has finished other two
survey waves. New businesses are created by entrepreneurs through a series of actions.
Nascent entrepreneurship is subsequent stage in the entrepreneurial process.
Nascent entrepreneurs are individuals who take steps to create a venture, such as
looking for equipment or a location, organizing a start-up team, preparing a business
plan (Carter et al. 1996). Businesses existing for more than 3.5 years are referred to
as established businesses and the entrepreneurs as established business(Bergmann and
Stephan,2013).

Personality characteristics of the research sample are presented in Table 1. Of the 601

participant nascent entrepreneurs, 88.6% were in the age group of not more than 44,
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67.9% were male, and 59.1% had undergraduate degrees (Table 1).

Table 1 Descriptive analysis of the sample(n=601)

characteristics n %
Gender

Male 408 67.9

Female 193 32.1
Age groups

<44 532 88.6

>45 69 11.4
Educational level

Not more than high 219 36.4
school

Undergraduate 355 59.1

Postgraduate 27 45
Work experience

Yes 482 80.2

No 119 19.8

Measures

Dependent variables

Proactiveness. In the literature on entrepreneurial orientation, proactiveness is one of
the core dimensions which constitute the construct of EO. The 9-item scale developed by
Covin and Slevin (1989) has become the standard for measuring EO. The three items to
measure proactiveness include: (1) To initiate actions or to follow competitors’ actions;
(2) Often to introduce new products/services, administrative techniques, operating

technologies or seldom to introduce new products; (3) To adopt competitive posture or to
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avoid competitive clashes. With the academic community becoming increasingly
interested in EO, a number of debates have emerged with respect to the nature of the
construct and its measure (George and Marino, 2011), A recurrent question is whether
EO represents a dispositional or a behavioral construct, Gartner (1988) argues that
entrepreneurs should be recognized through their actions rather than their traits. Similarly,
Covin and Slevin (1991) suggest that an individual’s personal psychological profile does
not make them an entrepreneur, who instead are identifiable by their actions. As a
consequence, a behavioral model of entrepreneurship is proposed, in which behavior
rather than attributes constitute the entrepreneurial process. Although a firm’s disposition
towards entrepreneurship should not be regarded as an essential element of the EO
construct (Covin and Lumpkin, 2011), most measures of EO incorporate some items that
reflect disposition and others that reflect behavior.

Considering respondents involved in the CPSED are nascent entrepreneurs and their
new firms are in their infancy, the commonly used scale items referring to competitors
were not considered appropriate in this case. Proactiveness is measured through questions
focusing on the entrepreneur’s behavior; for example by attempting to identify the time

elapsed between recognizing opportunity and starting actions designed to exploit it.

Independent Variables

Entrepreneurial Experience. A number of researchers have previously suggested that

entrepreneurial experience can yield important insights into the nature of entrepreneurial
19



characteristics and behavior (MacMillan, 1986; Starr and Bygrave, 1991; Westhead and
Wright, 1998). MacMillan (1986) discusses the concept of habitual founders, Starr and
Bygrave (1991) explore the consequences that individuals experience prior to start-up.
Other researchers have developed taxonomies of habitual founders, dividing
entrepreneurs into three categories. These are novice founders, who are those with no
prior entrepreneurial experience, secondly portfolio founders, who retain their original
business and inherit, establish and/or purchase another, and thirdly serial founders, who
are those who sell their original business but, at a later date, inherit or establish a new
business. (Westhead, Wright, 1998; Westhead, et al.,2003). The study in question here
adopts the most commonly employed measure of entrepreneurial experience by asking
respondents whether or not this was the first time for them to involve themselves in a new
venture creation.

Entrepreneurship Education and Management Education. The second independent
variable is entrepreneurship education in management, which are not the same because
entrepreneurship education focuses specifically on “the promotion of entrepreneurship
and in developing entrepreneurial skills and knowledge” (Verheul et al., 2001). Work
undertaken by Dickson et al. (2008) has shown strong evidence supporting the
relationship between levels of general education and entrepreneurial success. Whilst there
are debates on the efficacy of entrepreneurship education for either economic or

individual outcomes, there is a higher degree of agreement between researchers about the
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longer-term returns from investment in entrepreneurship education (Galloway and Brown,
2002; Hegarty and Jones, 2008). As a consequence, in the study here respondents are
asked whether or not they attended any programs of entrepreneurship education and/or
programs of management education.

Entrepreneurial Motivation. The third independent variable is entrepreneurial
motivation. It is suggested that the motivation of individual nascent entrepreneur is key to
understanding why some nascent entrepreneurs quit the gestation process whilst others
actually establish firms (Renko et al., 2012). Although the distinction used by GEM
between necessity-driven entrepreneurs and opportunity-driven entrepreneurs has been
much criticized, the dichotomy is incorporated into the present study. With the broadly
based question asking respondents why they decided to involve in entrepreneurship
activity; whether this was because they wanted to pursue a business opportunity or
whether it was because they could not find paid-employment opportunities.

Entrepreneurial Opportunity Identification. The fourth independent variable is
entrepreneurial opportunity identification. The literature on this topic distinguishes
between a discovery viewpoint and an enactment viewpoint. Enactment means to create a
new opportunity, which leads some writers, for example Alvarez and Barney (2007), to
suggest that a discovery view of opportunity applies to those opportunities that arise from
the exogenous environment, such as technological, regulatory, political, social, or

demographic changes. while a creation view applies to those opportunities that emerge
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from endogenous shocks., At the same time, some researchers suggest that these two
viewpoints cannot be divided completely. Successful entrepreneurs are more adept at
switching between discovery and creation modes of thought as the need arises (Baron,
Ward, 2004). Some researchers have divided the discovery viewpoint into two: firstly
that based on systematic searching and, second, discovery by accident (Kaish and Gilad,
1991; Ray and Cardozo, 1996; Bhide, 2000; Shane, 2000; Fiet and Patel, 2008; Tang and
Khan, 2007; Fiet, 2007; Patel and Fiet, 2009). As far as the current study is concerned,
the discovery viewpoint is applied using a measure which involves asking respondents
how they identified the business opportunity; whether it was found through systematic

search or whether it was found by accident.

Control variables
Gender and city were both controlled for because of evidence to suggest that both can
have impact on entrepreneurial strategy, not least because of institutional differences

(Fischer, et al., 1993; Kourilsky and Walstad, 1998; Eddleston and Powell, 2008).

ANALYSES AND RESULTS

Descriptive statistics and correlations for the relevant variables are shown in Table 2.
The highest correlation is 0.363 (between entrepreneurship education and management
education). Proactiveness significantly correlates with management education, as well as

with opportunity identification and negative affectivity in the direction expected.
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Hierarchical regression is used as the basic method of analysis. All the research
results from the statistical analysis are shown in Table 3. Examining the control variables
entered in the base model, it is found that the overall model fit is notably low (F=1.520);
the dummy variable for city 02 has a negative association with proactiveness, suggesting
that entrepreneurs in Xian city are less likely to take proactive action. In other words, it
takes longer time for entrepreneurs in Xian city to make the decision to start their new
firm after they identified an entrepreneurial opportunity than those in other cities. This
can likely be explained with the institution fault or the shortage of entrepreneurial support
system in this city, which naturally deters entrepreneurs from exploiting the opportunities
they have identified.

The five independent variables (entrepreneurship education, management education,
entrepreneurial motivation, entrepreneurial experience, opportunity identification) were
then entered to test all of the five Hypothesis. The overall model fit is notably high
(F=2.325, p<0.01), and the improvement in model fit is statistically significant
(AR*=.030*** p<0.01). Of the five main effect variables, three (management education,
entrepreneurial experience, opportunity identification) have statistically significant
influences on entrepreneurial proactiveness. Management education has a negative
influence on entrepreneurial proactiveness (Beta=-.102, p<0.05). This supports
hypothesis H3. The negative effect of opportunity identification (Beta=-.131, p<0.01)

supports hypothesis H5. Entrepreneurial experience has a positive influence on
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entrepreneurial proactiveness (Beta=.081, p<0.1). This supports hypothesis H1. No
support was found for hypothesis H2; that entrepreneurship education has a direct,
positive effect on the level of proactiveness, and H4 that entrepreneurial motivation has a
direct effect on proactiveness, opportunity-motivated entrepreneurs are more proactive
than necessity-motivated entrepreneurs.

In order to analyse whether there are interactions between entrepreneurial experience
and the other four independent variables, the four interactions variables were entered
(entrepreneurial experience X entrepreneurship education, entrepreneurial experience X
entrepreneurial motivation, entrepreneurial experience * management education,
entrepreneurial experience x opportunity identification) to the contingent model. It is
found that the overall model fit is notably high (F=2.030*** p<0.01), but the
improvement in model fit is not statistically significant (AR?> =.007), none of the
interactions have a statistically significant influence on entrepreneurial proactiveness.

Insert Table 1 Here

Insert Table 2 Here

DISCUSSION

Researchers have suggested that EO levels can vary considerably between SMEs and
even between individuals. However, stretching the concept of EO to other levels or units
of analysis may dilute its value by creating ambiguity (Covin and Lumpkin, 2011). An

illustration might be when the EO of a nascent entrepreneur is measured. A nascent
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entrepreneur who is making the decision about when to start a new firm to exploit a
business opportunity can be very difficult to describe his or her market and, associated
with that, the level of competition.

As a consequence, his EO cannot be measured by using existing scales. In this paper,
a behavioral model is adopted to reflect entrepreneurial proactiveness; defined as the time
between recognizing an opportunity and starting a new firm to exploit it. Proactiveness
indicates the speed of entrepreneurial actions, which is an important part of the
entrepreneurial process affecting the likely success of a new firm being able to fully
exploit a newly identified business opportunity; a process known as first-mover
advantage.

Firstly, by confirming the effects of entrepreneurial experience on entrepreneurial
behavior, experienced entrepreneurs exhibit more proactiveness than novice
entrepreneurs. Experience is a core element of effectuation theory and experienced
entrepreneurs take actions based on their effectual logic, whilst novice entrepreneurs base
their actions more on causal logic (Dew et al., 2009). This is not surprising because
experienced entrepreneurs may know what they possess and know how to utilize the
assets they have. Once an opportunity has been identified, they will make a decision to
exploit it as quickly as possible. By contrast, novice entrepreneurs may tend to hesitate
when they make decisions because they are not sure whether it is a true entrepreneurial

opportunity or not. This is where their more limited experience acts as a constraint. The
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findings reported in the paper show that experience may encourage entrepreneurs to
adopt different actions regardless of whether their experience is superior or not.

The findings also give strong support to the argument of effectuation; that
management education trains individuals to behave like managers rather than
entrepreneurs. Consequently, management education has a negative effect on
proactiveness because management education typically involves training in causal logic,
which is systematic and more time consuming than the effectuation-based approach.
Causal thinking emphasizes goal setting by prediction, making a detailed plan in advance
(Sarasvathy, 2001). So when an individual uses causal logic, he or she will begin with a
given goal, focus on expected returns, emphasize competitive analyses, exploit pre-
existing knowledge, and try to predict an uncertain future (Dew et al., 2009). Not
surprisingly this is likely to take longer than an approach based on effectuation.

A third result is that the identification of opportunities through systematic search has
a negative effect on proactiveness. Systematic search is an action consistent with causal
logic, so novice entrepreneurs may use this as a way of identifying opportunities more
frequently than their more experienced colleagues. This finding partially accounts for the
question posed by Fiet and Patel that novice entrepreneurs scan widely while trying to
make a discovery, whereas experienced entrepreneurs narrow their search efforts to

known domains, which would seem an entirely logical approach (Fiet and Patel, 2008).
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The findings reported in the paper also have practical and policy implications. The
first of the practical implications refers to the role of experience which as has been shown
can be an important influence on an entrepreneur’s decision making. Although the
relationship between the experience and performance was not examined, the effect of
experience on entrepreneurs’ actions suggests that policy-makers should take the policy
target into account when they make entrepreneurship policy. This finding is particularly
applicable in the case of China and may help to explain why the government’s policy on
encouraging graduates to start their own businesses did not achieve the success that was
anticipated. The emphasis on experience which is measured in the current study suggests
that a policy helping graduates to gain work experience may be more productive in the
longer term, in terms of its impact on entrepreneurship. The findings suggest that an early
emphasis on gaining entrepreneurial experience may be more productive in the longer
term.

The results of the study also point to important differences between entrepreneurship
and management education, with each having different effects on entrepreneurs. One
suggestion that emerges is that entrepreneurship education programmes may be very
specialized. The negative relationship between a systematic search process and
proactiveness is consistent with the view of effectuation theory, although, as some studies

suggest, alertness and search should not be treated as contradictory concepts because the
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dynamic interaction between them can increase the chances and improve the
effectiveness of opportunity discovery (Tang, Khan, 2007).

In fact, alertness seems to be practiced by most entrepreneurs and has been dominant
in the opportunity literature for many years. However, studies show that systematic
search leads not only to more opportunities, but also to opportunities that generate more
wealth than those generated through an alertness approach (Fiet, 1996, 2002, 2008; Fiet
et al., 2004; Fiet and Patel, 2008; Patel and Fiet, 2009). As a consequence, it appears that
both systematic search and finding opportunities by accident are powerful ways of
identifying opportunity. As a result, it is suggested that entrepreneurs can combine the

two ways effectively.

CONCLUSION

The aim of this study was to analyze the factors affecting the entrepreneurial proactiveness,
in other words, why do some entreprencurs make the decision to start a business quickly while
others delay. The time delay refers to that between when an entrepreneur opportunity was identified
and the decision to start a business or exploit the opportunity perhaps in an existing business.

The paper focuses on the proactiveness of nascent entrepreneurs, which can make a very important
contribution to our understanding of entrepreneurial behavior at the infant stage of a new
firm. Whereas the existing literature on proactiveness mainly focuses on entrepreneurial
orientation, proactiveness is only regarded as one dimension of this. Moreover, most studies on
entrepreneurial
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orientation are at the level of firm, not the individual. Whereas this study, making use of CPSED data,

uses the individual as the unit of investigation.

The analysis suggests that focusing on actions 1is helpful for understanding the

entrepreneurial process when those constructs commonly used at firm or strategic business level

cannot be used, or generally the findings support the view of effectuation theory.

As with most studies, this one has some limitations which, viewed positively, may

provide opportunities for future research. First, there was no distinction between successful

entrepreneurial experience and unsuccessful entrepreneurial experience. In this regard, Newbert

(2005) investigated the relationship between entrepreneurial experience and successful new firm

formation, finding no significant difference between successful and less successful entrepreneurial

experience. At the same time, there are unanswered research questions concerning whether different

experience should impact on entrepreneurial actions in different ways. The other main limitation is a

measurement one and the limitations of the index used to measure the proactiveness of nascent

entrepreneurs. In this paper, proactiveness is interpreted to refer to the time between the

recognition of an opportunity and the commencement of a business, which is an important topic not

least from a practical business support advice point of view. But at the same time, it is a very

limited interpretation of the concept of proactiveness, and proactiveness essentially refers to a

high propensity to take management stake actions. Further research is needed which takes this

dimension to a higher level, not least because a higher level of activity is a characteristic

associated with entrepreneurs. In order to take this topic further, some time would need to be

invested in developing more sophisticated, multi-dimensional indices.
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Table 2

Descriptive statistics and correlations.

Mea S.D. 1 2 3 4 5 6
n
Gender 0.68 0.467
Entrepreneurship 0.38 0.485 .08
education 0*
Management education 0.46 0.499 0.0 .36
55 3™
Entrepreneurial motivation 0.52 0.5 - 0.0 -
0.061 53 0.038
Entrepreneurial experience 0.27 0.444 0.0 0.0 0.08 0.0
64 37 57
Opportunity identification 0.76 0.425 0.0 .10 0.06 .09 0.0
27 83 73 3" 1 6" 8
Proactiveness 1.73 0.803 - - -.10 0 0.0 -12
0.055 0.015 9™ 28 5™

Note: n=601; *p<0.1, **p<0.05, ***p<0.01.
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Table 3

Hierarchical regression analysis for proactiveness.

Base model Independent model Contingent model
Dependent variables
B Sig. B Sig. B Sig.
Control variables
Dummy for city 01 -.047 332 -.045 356 -.046 343
Dummy for city 02 -.096* .053 -.095% .054 -.095% .052
Dummy for city 03 .004 .943 .010 .846 .010 .847
Dummy for city 04 -.040 412 -.033 494 -.039 424
Dummy for city 05 .029 .562 .041 419 .043 .396
Dummy for city 06 .065 181 .075 119 .080 .101
Dummy for city 07 -.023 .658 -.018 724 -.022 .664
Gender -.044 .289 -.037 375 -.037 371
Main effect variables
Entrepreneurship
education .040 .380 .040 453
Management education -.102%* .023 -.081 126
Entrepreneurial
o -.010 .821 -.033 .506
motivation
Entrepreneurial experience .081* .055 -.066 551
Opportunity identification - 131%** -.168**
.002 . .001
Interactions
Entrepreneurial
experiencexEntrepreneurship .018 783
education
Entrepreneurial
experiencexEntrepreneurial .066 337
motivation
Entrepreneurial
experiencexManagement -.060 409
education
Entrepreneurial
experiencexOpportunity 152 122
identification
Model
F 2.325%* 2.030*
1.520 o
R2 .021 .051 .059
Adjusted R2 .007 .029 .030
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AR2 .030%** .007

a Standardized coefficients are reported.

# p<0.1.%* p<0.05.%** p<0.01.
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