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ABSTRACT 

This paper is an empirical analysis that has explored personal and socio-economic factors that may inhibit 
entrepreneurial activity in two diverse countries--the UK and Brazil.  Results show that British and Brazilian 
males, when they are skilled are less afraid to start a new venture. Results also show that this could be owing 
to a high status accorded in both the countries to new business start-ups. However, whereas media publicity 
may add to the fear factor of starting a business in the case of British entrepreneurs; it lessens the fear in the 
case of Brazilian entrepreneurs. Past failures seem to have no impact on British entrepreneurs, but such failures 
do seem to add to the fear in Brazilian entrepreneurs. Positive planning to start a new business adds to optimism 
for British entrepreneurs. Contrary to UK males, younger Brazilian males are less fearful of starting a new 
business. 
 
Keywords: entrepreneur; small and medium-size business; logit model. 
 

1. INTRODUCTION 

There is a large amount of literature that explains why a person becomes an entrepreneur.  The list includes 
the key characteristic of an entrepreneur such as the ability to exhibit traits of judgment in decision making 
(Casson, 2003; Knight, 1921). Judgment is a capacity for making a successful decision when no obviously 
correct model or decision rule is available (Casson, 2008). Other characteristics or ‘traits’ concern creativity and 
innovation (Schumpeter, 1911, 1954; Begley & Boyd, 1986); foresight (Kirzner, 1973, 1979); imagination and 
daring (Begley and Boyd, 1986; Chandler & Jansen 1992; Aldrich & Wiedenmayer, 1993; Lumpkin & Dess, 
1996). These ‘content-based’ theories search for and emphasize specific traits within individuals that initiate, 
direct, and sustain entrepreneurial behavior. Other theories (Gilad & Levine, 1986; Watson et al. 1998; Littunen, 
2000; Morrison, 2000; Mckay, 2001; Orhan & Scot, 2001; Alstete, 2003; McClelland et al., 2005; Doobs & 
Hamilton, 2007) have focused on motivating ‘push’ factors such as lack of employment opportunities, 
dissatisfaction at work and supportive government initiatives - as well as ‘pull’ factors that relate to a desire for 
self-fulfillment and other personal rewards (Singh et.al. 2011; Mordi et.al. 2010; Singh et.al.  2010, 2011). There 
is, however, scant literature as to what stops a person from becoming an entrepreneur. Is it the case that the 
very factors that help make a person an entrepreneur also work in a perverse way and discourage him from 
becoming an entrepreneur?  The question can be stated differently as follows. Assume that a person has the 
capacity to judge a situation well and take a decision to become an entrepreneur. Assume further that he is also 
creative, has the initiative, right connections and likes to achieve a sense of fulfillment by self-employing himself, 
as opposed to being in paid-employment, but still, for some reason, he/she is fearful to take the plunge to 
become an entrepreneur. Finding solutions to such a problem is a conundrum. We make an attempt in this 
exploratory paper and address this key research question with reference to two culturally diverse countries— 
the United Kingdom and Brazil. The national and sub-national cultures of these two countries differ substantially. 
We hypothesize that some of these differences would show up in the statistical testing of the data. At the same 
time, some of the commonalities would also show up. This belief is based on the premise that the cultural values 
of entrepreneurs in two different settings would converge in similar or near similar business settings. Brazil has 
always been clubbed with the rest of the developing countries. However, the country is now clustered in the 
BRICS block of countries that are being hailed as emerging economic superpowers. If this is true then in a fast-
changing economic landscape, engineered by entrepreneurs, we hope to see some convergence in personal 
and social values emerging between the UK and Brazil, taking the former as the benchmark. This paper 
assumes importance for several reasons. If the findings are correct and can hold for larger samples then there 
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clearly is a case for providing assistance and support to prospective entrepreneurs on issues identified in the 
paper. This can help break the psychological barriers to setting up new ventures for economic growth. 

The remainder of the paper is organized as follows. Section 2 presents a survey of work related to the theme 
under investigation. This is followed by section 3 that lists the derived hypotheses. Section 4 explains the data 
source and methodology. The results are discussed in section 5. Summary, conclusions, and avenues for future 
work occupy section 6. 

2. LITERATURE REFERENCE 

Characteristics and constraints to entrepreneurship 

Constraints faced by entrepreneurs can be broadly classified into physical and emotional (Welpe, et. al 2012.); 
former e.g. include access to capital, business premises, prospective partners and latter include psychological 
factors such as emotional robustness to undertake a venture. It can be argued that in many instances both 
physical and emotional constraints could be very much intertwined as Smith and Beasley (2011) found that 
factors in their study constraining entrepreneurs included lack of general business knowledge, conflicting advice 
from external agencies, lack of mentorship and finance. Of all the physical factors, access to capital funds is a 
commonly cited reason that comes in the way of a budding entrepreneur. Praag et al (2005) found that initial 
capital constraints during the start-up phase of business have quite substantial negative influence on 
performance: the chance of survival of capital-constrained entrepreneurs appears to be about 50% less, while 
those surviving earn on average about 50% less. There are three key criteria that Venture Capitalists (VC) use 
to determine the level of financing offered and how this financing would be structured: confidence in the 
entrepreneur, confidence in the venture, and potential control of the VC over the venture (Payne, et.al. 2009; 
Zacharakis and Meyer 2000; MacMillan, Siegel, and Narasimha 1985; MacMillan, et. al. 1987).  

There is an increasing recognition that the presence of unique resources is critical to a firm’s success (West 
and Noel 2009; Florin, et.al. 2003; Yli-Renko, Autio, and Sapienza 2001; Tsai and Ghoshal 1998). Specifically, 
the resource-based view (RBV) of the firm suggests that if the firm can develop resources (tangible or intangible) 
that are immobile, valuable, rare, inimitable, and non-substitutable, they could lead to a rent-generating 
competitive advantage (Barney 1991; Conner 1991). Successful exploitation of a new product or service is 
dependent on such resources as access to enabling technologies, a capable management team, and sufficient 
stakeholder support (Choi and Shepherd 2004). Therefore, the presence of durable and immobile resources 
(Amit and Schoemaker 1993) increase the VC’s level of confidence and, subsequently, the VC’s willingness to 
invest in the venture. If the VC feels confident in the motivations, skills, and capabilities of the entrepreneur or 
entrepreneurial team, then higher levels of funding will be offered to the entrepreneur, all else being held equal. 
Furthermore, this confidence in the entrepreneur or entrepreneurial team can serve as a motivator for 
investment by the VC even when the confidence of the VC in the venture itself is not high (Payne, et. al. 2009). 
Hall and Hofer (1993) investigated 38 variables that measured different entrepreneurial behaviors, only three 
measures were significant predictors: Entrepreneurs who devoted more effort to (1) working with established 
suppliers or subcontractors; and those who (2) analyzed potential new entrants were more likely to start a new 
venture that survived; also entrepreneurs who devoted less effort to (3) determining the identity of their business 

were more likely to start a new venture that survived.  

Knowledge, Skill, and Experience 

West and Noel (2009) found that knowledge resources are critical in new ventures because they are the first 
type of resource that any successful new venture accumulates.  These knowledge resources include the 
understanding of how to start up new organizations, how to manage people and processes, how to attain growth 
and competitive position, and how to stage technology and new product development (Brush, et. al., 2001). 
There are three types of procedural knowledge (Wiklund and Shepherd, 2003) important to new venture 
founders: (1) knowledge about the specific industry in which the new venture will compete; (2) knowledge about 
the type of strategic or business approach that the new venture might take within the industry; and (3) knowledge 
about creating and starting up new ventures. Familiarity with a similar kind of strategic approach and internal 
organization of the entrepreneur improves the quality of decisions. Hence, where which type of knowledge that 
is required for the new venture is highly related to the previous experience of the entrepreneur, the venture 
should have a higher probability of success. On the other hand, where an entrepreneur brings knowledge to a 
new venture that is unrelated to that necessary for the venture, there should be a higher risk of failure (West 
and Noel, 2009). The entrepreneur who has previous start-up experience would understand what steps to take 
in order to maximize the new venture’s potential and therefore will be more confident (Westhead, et. al. 2005).  
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Networking 

In order to resolve uncertainty, entrepreneurs rely more heavily on external networks than do managers of older 
firms (McGee and Sawyer 2003), which is generative of both tacit and explicit knowledge that is helpful for the 
venture (Chrisman and McMullen, 2004). Entrepreneurs may supplement any industry, business, or previous 
start-up knowledge they have gained through experience with additional knowledge gained through networking 
(Johannisson 2000; Dubini and Aldrich 1991).  Through networking, new and more valuable information can be 
provided to entrepreneurs and this information may assist them in their efforts to start, manage, and grow the 
company. 

New ventures have a greater propensity to fail than do mature firms, in part, because they neither have well-
established relationships and connections nor standardized efficient routines (Stinchcombe 1965). 
Relationships and connections of individuals in the entrepreneurial start-up are critical to helping to create and 
support these routines. The absence of relationships and routines has been recognized as resulting in a “liability 
of newness” for start-up firms (Li and Guisinger 1991; Freeman, et. al. 1983). Intangible assets such as social 
capital is the degree to which an organization has relationships that allow it to collaborate and cooperate 
(through such mechanisms as networks, shared trust, norms, and values) to achieve mutual benefits (Putnam 
2000). These intangible assets are not easily copied, and thus, are widely recognized as having a greater 
potential to create a competitive advantage for the firm. This advantage is particularly important for the pre-
start-up and initial founding period of the firm (Nahapiet and Ghoshal 1998; Liebeskind 1996; Kogut and Zander 
1988). Thus, the social capital of the firm would appear to be an important part of the survival of the new 
entrepreneurial venture (Neergaard and Madsen 2004). The fact that relationships are unique would appear to 
make them a particularly powerful type of intangible asset with great potential to offer a competitive advantage 
for this new entrepreneurial venture (Bamford, at. al. 2006). 

3. METHODS  

Following on from literature reference cited above and the scholarly works of Payne, Davis, Moore, and Bell 
(2009), Gartner and Starr (1999), Hall and Hofer (1993), Zacharakis and Meyer (2000), for the 
entrepreneur/team characteristics, hypotheses related to following traits were deduced for the purpose of 
empirical work in this paper: (1) extensive knowledge, skills, and experience; (2) entrepreneurial personality; (3) 
networking; and respect of third parties (Status and Public Media). 

General  

The focus of the paper is on the determination of characteristics that contribute towards the fear of starting a 
new venture.  We hypothesize that business start-ups are influenced by a set of personal and social factors that 
include the age and the gender of the person. We hypothesize that younger male respondents would be less 
fearful of failure in starting a business of their own. Those respondents who have requisite skills and are 
networked (irrespective of their age and gender) would be less fearful as well. On the social side, if 
entrepreneurs are eulogized in the media and self-employment is considered to be a desirable career choice 
and held in high esteem in the society then these social traits would impact negatively on the fear factor. A failed 
business venture in the recent past and the thought of starting a new business might impact positively (‘feed 
into fear’) on the question in hand.  

Culture-Specific  

We specify two culture-specific hypotheses. First, given the tightly knit social networks, we hypothesize that 
career choice, status, and praises in media about owing personal business would impact negatively on the 
question in hand in the case of Brazil. That is, these factors will be what can loosely be called ‘fear reducing’. 
We do not expect to see any difference in results with regard to age, gender, skill, and networking and 
expectations in the case of two countries. A failed business venture in the near past can add to the ‘fear factor’ 
of starting another new business, particularly in the case of Brazil in which losing face among family and society 
members would be taken more seriously. 

4. DATA AND VARIABLES  

Data source 

The data used in the study comes from the Global Entrepreneurship Monitor (GEM). GEM began in 1999 as a 
joint project between Babson College (USA) and London Business School (UK). The aim is to consider why 
some countries are more 'entrepreneurial' than others. Presently, GEM is the richest resource of information on 
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the subject. Database is aimed at measuring the differences in the level of early-stage entrepreneurial activity 
between countries; uncover factors determining the levels of entrepreneurial activity, and identify policies that 
may enhance the level of entrepreneurial activity. The data is made public with a three-year lag. The data used 
in this paper is for 2005 (details can be had at https://www.gemconsortium.org/data). 

Methodology 

The methodology adopted to test the hypotheses stated above is the Logit regression model of the following 
kind.  

                                            Logit(Y) = In(
π

1−π
) = α + β1X1 + β2X2 + ⋯ … … … … … . + βnXn + ϵi +                                (1) 

Where π = Probability (Y = probability that fear of failure will prevent a start-up) | X1 = x1, X2 = x2….., 

                                                      Xn =  xn =
e∝+β1X1+β2X2+⋯…………+βnXn

1+e∝+β1X1+β2X2+⋯…………….+βnXn
                                                                                                                            (2)          

Where π is the probability of the event, α is the Y-intercept, βs are the regression coefficients, and Xs are a set 
of predictors; α and βs are estimated by the maximum likelihood (ML) method. The null hypothesis underlying 
the overall model is that all βs are zero. A rejection of the null hypothesis implies that at least one β does not 
equal zero in the population, i.e., the logistic equation predicts the probability of the outcome better than the 
mean of the dependent variable Y.  The dependent variable comes from the following questions asked to 
respondents: “Fear of Failure would prevent you from starting a business?” Responses were coded as unitary 
value for ‘yes’ and zero for ‘no’. As for predictor variables, the following nine variables were chosen from the 
database. 

Person specific variables: 

1. Age = Independent: Age group (young ≤34 years old: coded 1) vs. older (≥35: coded 0).  

2. Gender = Gender Male = 1, Female = 0.  

The following questions were coded unitary values for ‘yes’ and zero for a ‘no’ answer. 

3. Skills = ‘you have the knowledge, skill, and experience required to start a new business?’ 

4. Networking = ‘you know someone personally who started business in the past two years?’ 

Social-status related variables: 

The following questions that were asked were coded unitary values for ‘yes’ and zero for a ‘no’ answer. 

5. CareerChoice = ‘in your country, most people consider starting a new business a desirable career 
choice? 

6. Status = ‘in your country the successful at starting a new business have a high level  

of status and respect?’ 

7. Media = ‘in your country you very often see stories in the public media about successful new 
businesses?’ 

Psychology-related variables: 

The following questions were coded unitary values for ‘yes’ and zero for a ‘no’ answer. 

8. Expecting = ‘you alone or with others expecting to start a new business including any type of self-
employment within the next 3 years?’ 

9. Closure = ‘you have in the past 12 months shut down, discontinued, or quit a business you owned and 
managed, any form of self-employed or selling goods or services to anyone?’ 

5. RESULTS  

Descriptive results 
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Tables-1 and 2 report means, standard deviations, and zero-order correlations.  In the case of the UK 
entrepreneurs, fear of failure that would prevent someone starting a business is positively correlated with ‘young 
age’ and negatively correlated with ‘male’ respondents and with the fact that the respondent has the ‘requisite 
know-how and skills’ to start a business. Past failures and positive thought of starting a new business in the 
future are ‘fear reducing’ for British entrepreneurs. But being in the limelight by acquiring status is positively 
correlated with the ‘fear’ factor for the UK males. For Brazilian entrepreneurs, being young, skilled, and 
expectation of starting a new venture in the near future is negatively correlated with the fear factor. But the 
social status that comes with running own business is positively correlated with the fear factor. These descriptive 
results are by and large confirmed when we subject the data to multivariate analysis. 

Table1. Basic statistics and zero-order correlations of Independent Variables (UK) 

UK 
Mean  (SD) 

 1 2 3 4 5 6 7 8 9 10 

FearFailure .33 (.471) 
1 1          

Age .26 (.440) 
2 .057** 1         

Gender .41 (.492) 
3 -.047** -0.005 1        

Skills .49 (.500) 
4 -.155** -.043** .193** 1       

Networking .27 (.444) 
5 -0.006 .100** .104** .213** 1      

CareerChoice .49 (.500) 
6 0.039 .131** .028* 0.006 -0.021 1     

Status .67 (.468) 
7 .044* .084** 0.013 0.013 0.009 .225** 1    

Media .56 (.496) 
8 0.035 -.045** .025* .057** 0.024 .128** .130** 1   

Expecting .06 (.236) 
9 -.059** .094** .087** .200** .191** .052** 0.020 0.024 1  

Closure .01 (.121) 
10 -.029* -0.015 .059** .126** .085** 0.008 0.000 0.005 .081** 1 

**. Correlation is significant at the 0.01 level; *. Correlation is significant at the 0.05 level (in a 2-tailed test). 

 

Table 2. Basic statistics and zero-order correlations of Independent Variables (Brazil) 

Brazil 
Mean  (SD) 

 1 2 3 4 5 6 7 8 9 10 

FearFailure .37 (.482) 
1 1          

Age .50 (.500) 
2 -.074** 1         

Gender .48 (.500) 
3 -0.047 0.006 1        

Skills .53 (.499) 
4 -.096** -.051* .134** 1       

Networking .41 (.493) 
5 -0.012 .127** .113** .244** 1      

CareerChoice .73 (.443) 
6 0.032 0.005 0.002 .125** 0.017 1     

Status .71 (.454) 
7 .072* -0.013 .076** 0.024 0.032 .269** 1    

Media .68 (.465) 
8 -0.025 0.016 0.040 .092** 0.053 .271** .333** 1   

Expecting .23 (.422) 
9 -.081** .120** 0.040 .212** .158** .098** .105** .060* 1  

Closure .06 (.232) 10 0.027 .044* 0.027 .091** .104** 0.045 0.001 0.011 .187** 1 

**. Correlation is significant at the 0.01 level. *. Correlation is significant at the 0.05 (in a 2-tailed test). 

 

Multivariate results on hypotheses 

Table-2 reports the results of multivariate logistic regressions. Our first general hypothesis that younger and 
male entrepreneurs are less fearful in starting their own venture is supported (save for British entrepreneurs for 
whom age factor does not come out as relevant). With regard to the second hypothesis that respondents with 
requisite skills and those who are networked would be less fearful in starting a venture, only skill factor comes 
out to be significant, thus only partially supporting the second hypothesis. In our third hypothesis, we stated that 
situations, where self-employment is considered a preferred choice and where media showers praise on 
entrepreneurs, would lead to reduction in fear of starting a new business. Here results are rather counter-
intuitive; for British entrepreneurs they seem to add to the fear factor and for Brazilian entrepreneurs media 
publicity seems to lead to a reduction in fear factor and but career choice as the independent operator does not 
come out to be a significant factor. Finally with regard to the fourth hypothesis that failed past ventures and the 
thought of starting a new business again would create a fear psychosis yielded mixed results. Whereas in the 
case of British entrepreneurs, thought of starting a new business seems to be invigorating, leading to reduction 
in fear, such a thought has no impact on Brazilian entrepreneurs, but past failures of business add to the fear 
of starting another business; whereas it has no impact on British entrepreneurs. 
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Table 3. Estimates of Logistic Regressions. Dependent variable: Probability that fear of failure prevents 

starting a business. 

PREDICTORS 
UK Brazil 

Coefficients  (significance) Coefficients  (significance) 

PERSONAL: 
 
1. Age: (young-up to 34 years: Vs. older 35 and 
over). 

 
0.012 
(0.90) 

 
-0.753** 
(0.00) 

2. Gender (Male = 1, Female = 0) 
 

-0.218** 
(0.01) 

 
-0.286* 
(0.05) 

 
3. Skills: You have the knowledge, skill, and 
experience required to start a new business? 

-0.847** 
(0.00) 

-0.712** 
(0.00) 

SOCIAL STATUS: 
 
4. Networking: You know someone personally 
who started business in the past two years? 

 
0.031 
(0.74) 

 
0.073 
(0.63) 

5. Career Choice: In your country, most people 
consider starting a new business as a desirable 
career choice? 

0.1441 

(0.13) 
0.230 
(0.21) 

6. Status: In your country, the successful at 
starting a new business have a high level of 
status and respect? 

0.184* 
(0.08) 

0.451* 
(0.02) 

7. Media: In your country, you very often see 
stories in the public media about successful new 
businesses? 

0.184* 
(0.053 

-0.2521 

(0.15) 

PSYCHOLOGY RELATED: 
 
8. Expecting: You alone or with others 
expecting to start a new business including any 
type of self-employment within the next 3 years?  

-0.188* 
(0.08) 

-0.179 
(0.24) 

 
9. Closure: You have in the past 12 months shut 
down, discontinued, or quit a business you 
owned and managed, any form of self-employed 
or selling goods or services to anyone? 

-0.036 
(0.85) 

0.492* 
(0.02) 

Model fitting statistics 
-2 Log likelihood=1076.350 

Cox & Snell R2 =0.066,  
Nagelkerke R2 =0.092 

-2 Log likelihood=2846.417 
Cox & Snell R2 =0.039, 
Nagelkerke R2 =0.056 

Significance levels in brackets. **significant at the 0.01 level * significant at the 0.05 -.10 levels; 1significant at .15 level. 

 

With regard to culture-specific hypotheses we had hypothesized that given tightly knit social networks, career 
choice as an entrepreneur, status that it brings with it, and praise in media about owning a business will be ‘fear 
reducing’ in the case of Brazil. But it is only the last factor (media praise) that leads to a reduction in fear; in fact, 
social status, no matter how important it is in its own right, adds to fear of starting a business; network benefits 
and preferred career choice do not come out to be significant. However, as expected, past business failures do 
enhance the fear factor, as losing face second time would perhaps be too much for prospective entrepreneurs. 

6. SUMMARY, CONCLUSIONS, AND AVENUES FOR FUTURE WORK 

People become entrepreneurs for a variety of reasons. In a similar analogy, people may also choose not to 
become entrepreneurs. The underlying reasons for people not choosing to take the entrepreneurial route can 
be complex ranging from purely personal (in-built fear of failure), social (excessive pressure from society to 
succeed), financial (lack of available finance), technical (lack of access to suitable technology at affordable 
price), markets (paucity of outlets for the product produced), or they could purely be institutional (ease of 
obtaining licenses, e.g.). In this paper, we tested a model of fear of failure of starting a business by groups of 
entrepreneurs in the UK and Brazil. We attributed the ‘fear’ factor to a set of personal, social and psychological 
reasons. We found several interesting results pertaining to entrepreneurial character in general and culture-
specific in particular. Some of the echoes from Hofstede’s cultural dimensions can be heard in the results. We 
can also see elements of convergence of results with regard to two countries. 
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Empirical results show that both British and Brazilian males, when they are skilled are less afraid to start a new 
venture. Results also show that this could be owing to a high status accorded in both the countries to new 
business start-ups. However, whereas media publicity may add to the fear factor of starting a business in the 
case of British entrepreneurs; it lessens the fear in the case of Brazilian entrepreneurs. Past failures seem to 
have no impact on British entrepreneurs, but such failures do seem to add to the fear in Brazilian entrepreneurs. 
Positive planning to start a new business adds to optimism for British entrepreneurs.  

Contrary to UK males, younger Brazilian males are also less fearful of starting a new business. This particular 
result which is highly significant in the case of Brazilian entrepreneurs does convey the message of a growing 
economy in which young entrepreneurs are increasingly inclined to take their chances in initiating new 
businesses. Thus this trait could be partly cultural and partly driven by growing opportunities in the country.  

What is a little bit surprising is that the virtues of networking or the fact that society places a high value on being 
an entrepreneur do not show up significantly in the model. The plausible explanations for these could be the 
emerging rugged nature of the modern entrepreneur whose information is now widely available by electronic 
media and who really does not worry much as to how his entrepreneurial venture is perceived by the society. 
He works more for his own goals and satisfaction. If all goes well he would be noticed—if not then he will start 
again. 

This exploratory work can be extended in several directions. For instance, similar analyses could be conducted 
for other countries and for additional years for which GEM data is available. Inter-country and intra-country 
analysis of this nature could particularly be useful. Additionally, similar analyses could be conducted within 
Hofstede’s (1985) framework of cultural dimensions. Finally, the GEM database also permits longitudinal 
studies. 
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