Chapter 2
Social Motives in the PSED 11

Amy E. Davis and Kelly G. Shaver

2.1 Introduction

The extent to which those creating new firms have unique individual features or
personal profiles has been a major focus of those studying the entrepreneurial
process. Scholarly writing on personal factors includes everything from journal
special issues focusing on entrepreneurial cognition (Mitchell et al., 2002) to
entire books on the Psychology of Entrepreneurship (Baum, Frese, & Baron,
2006). Measures of individual differences have been an important component of
the interview schedules used in the PSED research program. For example, the
Handbook of Entrepreneurial Dynamics, describing the background of the
modules included in the PSED I interview, contains 38 chapters and 3 appen-
dices (Gartner, Shaver, Carter, & Reynolds, 2004). Of these chapters, 11 deal
specifically with personal characteristics and arguably another 7 deal with the
background experienced by, or beliefs held by, individual entrepreneurs.

This chapter provides a review of four of the individual difference measures
in the PSED II: entrepreneurial intensity, social skills, expectancy, and career
reasons. We begin by noting the differences in the data between PSED I and
PSED II that apply to all four sections that follow. Then, for each social motive,
we present descriptive statistics for the measures. We conclude by discussing
potential research applications of the social motive measures.

2.1.1 Numbers of Nascent Entrepreneurs

The total number of respondents, nascent entreprencurs, and comparison
group in the PSED I was 1,261. For the social and psychological measures
this number is normally reduced to 1,216 by eliminating people who were in the
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data set although they failed to meet some of the exclusion criteria or who—
though members of the comparison group—were actually starting businesses.'

For the PSED II, the number of cases that must be eliminated in order to meet all
of the presumed selection criteria is much smaller. PSED II begins with a total pool of
1,214 individuals. There is only one selection criterion that is not completely satisfied in
the data set—the requirement that each enterprise be owned at least 50% by persons
rather than by institutions (including persons who are representing institutions).

In the PSED II interview there are detailed questions about up to five potential
owners of the business to be established. Respondents were first asked whether
they would be the sole owner, whether the owners would be the self and spouse, or
whether the owners would be the self and “others.” We simply assume that if the
answer to this question (item AG1) is either “self” or “self and spouse,” no business
institutions will be among the owners of the enterprise. Within the “self and
others” category, we analyzed the responses to questions about whether an addi-
tional owner represented an institution (items AGS5_2—AGS5_5). If the answer to
any of these items indicated that the potential owner represented an institution, we
added the percentages together for the responses that indicated institutional
representation. This procedure identified eight cases for which there was institu-
tional representation that totaled more than 50% of the business being created. In
what follows, we have dropped those eight cases, reducing the PSED II total
sample to 1,206 respondents. This group includes 1,183 fully autonomous nascent
entreprencurs (no additional owners represent institutions) and 23 partially auton-
omous (some additional owners represent institutions, but their total ownership
percentage does not exceed 50%). The comparable numbers for the social motive
variables in the PSED I are 480 fully autonomous and 73 partially autonomous,
for a total of 553 nascent entrepreneurs.” Thus, excluding the PSED I comparison
group, a combined PSED I/PSED II data set will have 1,759 individuals who
answered at least some (but not always all) of the social motive items.

2.1.2 Differences Between the PSED I and PSED Il

The capacity to compare a representative sample of nascent entrepreneurs with
typical individuals was provided by including a comparison group in the PSED
I research design. This facilitated the use of social psychological indicators to
distinguish those who were starting businesses from those who were not. A lack
of resources precluded inclusion of a comparison group in the PSED II proto-
col. Even so, social psychological measures can be used to distinguish among
different sorts of entrepreneurs based on factors including demographic char-
acteristics, human capital, or industry segment. They can also be used to predict
outcomes in the subsequent waves of data. But researchers seeking to make
comparisons between nascent entrepreneurs and nonentrepreneurs will need to
merge data of the PSED I and the PSED II. Because of differences in procedure
and the interview schedules, such merging must be done with care.
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One of the difficulties with individual difference measures is that by tradi-
tional principles of psychometrics, “multi-item scales” consisting of only a few
items are typically regarded with skepticism. More items generally lead to more
reliable constructs. Consequently, in an attempt to minimize the concern, the
four social motives described in the present chapter were developed on the basis
of theory discussed in the relevant sections of the PSED I Handbook (Liao &
Welsch, 2004, chap. 17; Baron, 2004, chap. 21; Gatewood, 2004, chap. 13;
Carter, Gartner, & Shaver, 2004, chap. 12).

Even then, there were not sufficient resources for the PSED I to include all of
the items originally suggested for every identified concept. In PSED I the social
motive variables were assessed in the mail questionnaire, in a form that facili-
tated quick responding. In PSED II, however, a lack of resources precluded a
self-administered mail-back questionnaire, and phone interview time was at an
even greater premium than in PSED 1. The result is that in PSED II, none of the
four motives described in this chapter had its full complement of PSED I items.
Entrepreneurial intensity went from four items to two; social skills went from
seven to four; expectancy went from six items to five, and career reasons went
from 18 to 14. Thus, these four social motive variables were represented by 25
items, compared to the 35 included in the PSED I self-completed questionnaire.
The specific items are shown in Tables 2.1 and 2.2, with weighted means and
standard deviations.

When different methods are used to obtain information, there is always the
potential for a “method effect.” It is possible that responses obtained from a
self-completed mail questionnaire may differ from those provided during a
phone interview, even if the item content and response scales are the same.

Although approximately 67% of the PSED I nascent entrepreneurs com-
pleted the mail questionnaire, there is some evidence that this was not a random
subset of those completing the phone interview. For example, statistical analy-
sis shows that PSED I respondents who completed the phone interview in both
Wave 1 and Wave 2 but not the mail questionnaire were more likely to
discontinue their start-up activities than respondents who completed the
Wave 1 and Wave 2 phone interviews and the mail questionnaire. Therefore,
not only did the mail questionnaire generate a lower number of cases (553) than
the PSED 1 phone interview (830), but it also represented a different set of
outcomes than that found among the phone interview cohort.

There are also differences in the response scales used in PSED I and II for
some items. For PSED I, the items for Entreprencurial Intensity were scored as
5-point bipolar scales. In order of appearance from left to right on the page, the
descriptive labels for the numerical values were “completely untrue,” “mostly
untrue,” “it depends,” “mostly true,” and “completely true.” Thus the scales
became more positive from left to right. For PSED 11, the response scales were
also 5-point bipolar measures, but this time the labels from left to right were
“strongly agree,” “agree,” “neither,” “disagree,” and “strongly disagree.” Thus
the descriptors for the scale midpoint were different from one data set to the
next, and were there any position biases, they would have operated in the
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Table 2.1 PSED II items for three social motive variables

PSED1 PSEDII
Mean SD item no. item no.

Entrepreneurial intensity (N = 1203.86, alpha = 0.69)

There is no limit as to how long I would give maximum  4.16 0.98 QLle AY9
effort to establish this new business

My personal philosophy is to “do whatever it takes” 4.09 097 QLIf AY10
to establish my own business

Social skills (N = 1201.43; alpha = 0.36)

I can talk to almost anybody about almost 4.10 1.06 QLly AY3
anything (reversed)

I consider myself a loner 349 130 QLIu AYlI

I rarely show my feelings 333  1.20 QLIs AY11

Whatever emotion I feel on the inside tends to showonthe 2.89 1.30 QLIv ~ AY2
outside (reversed)

Expectancy (N = 1204.28; alpha = 0.70)

I am confident I can put in the effort needed to start 456 0.57 QKIf  AYS8
this new business

Overall, my skills and abilities will help me start 448 0.63 QKld AYo6
this new business

My past experience will be very valuable in starting 435 0.86 QKle AY7

this new business

If I start this new business, it will help me achieve other 4.28 0.79 QKlc  AYS5S
important goals in my life

Starting this new business is much more desirable than ~ 4.12  0.94 QKI1b AY4
other career opportunities I have

Table 2.2 PSED II items for career reasons

PSEDI1 PSEDII
Mean SD itemno. item no.

Career reasons (N = 1197.28, alpha = 0.86)

To have considerable freedom to adapt your own 395 1.08 QGIf AWS5
approach to work
To give yourself, your spouse, and your children 3.85 1.25 QGlg AW6

financial security
To have greater flexibility for your personal and family life  3.83 1.22 QGlb AW?2
To earn a larger personal income 3.68 1.17 QGlk AW9
To fulfill a personal vision 3.65 1.21 QGlo AW13
To have a chance to build great wealth or a very high  3.07 142 QGlIn AWI2
income

To build a business your children can inherit 2.71 1.56 QGlj AWS
To achieve something and get recognition for it 2.68 140 QGIll AWI10
To develop an idea for a product 234 145 QGlm AWII
To have the power to greatly influence an organization 2.26 142 QGlq AW14
To follow the example of a person you admire 226 142 QGli AW7
To achieve a higher position in society 2,12 132 QGla AWI
To be respected by your friends 1.94 1.25 QGle AW4

To continue a family tradition 1.80  1.33 QGId AW3
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opposite ways across data sets. Moreover, in PSED II, respondents were
allowed to give responses of “not relevant,” and “don’t know,” as well as the
five descriptors provided for the scale. There were only a few “don’t know”
responses, but researchers who use the combined data sets should be careful to
reverse the Entreprencurial Intensity items from PSED I to PSED II.

As noted above, only four of the seven Social Skills items from PSED I made
itinto PSED II. Responses on these four items were measured using the same 5-
point bipolar scales used for Entreprencurial Intensity. Thus, in PSED I, the
Social Skills variables had response alternatives that went from “completely
untrue” to “completely true,” whereas in PSED II the response alternatives
went from “strongly agree” to “strongly disagree.” Again, researchers seeking to
combine the social skills measures across PSED I and PSED II will have to
reverse-score one or the other. The Social Skills items have additional difficul-
ties that will be addressed in that section of the present chapter.

The five Expectancy items included in PSED II were scored using 5-point
bipolar scales. Again, the response alternatives presented ranged from “strongly
agree” to “strongly disagree,” whereas in PSED I the response alternatives had
ranged from “completely untrue” to “completely true.” Consequently, research-
ers desiring to combine the expectancy measures from one data set to the other
will need to reverse-score one of the two measures.

On the other hand, the Career Reasons items have the same wording in both
data sets, were scored in the same direction, and had the same response alter-
natives in both PSED I and PSED II. Respondents in both studies were asked to
describe the extent to which each reason applied to them. Responses were
measured in both cases by the same 5-point unipolar scale, with response
alternatives “to no extent,” “to a little extent,” “to some extent,” “to a great
extent,” and “to a very great extent.” Thus, the Career Reasons items can simply
be aggregated across data sets with no need to change the scoring. Of course,
researchers should probably keep in mind that the Career Reasons 5-point scale
is unipolar, whereas the 5-point scales for the other three social motives
included in this chapter are bipolar in nature.

EEIN?3 2

2.2 Social Motives
2.2.1 Entrepreneurial Intensity

One often hears of entrepreneurs who would rather work 80 hours per week on
their own businesses than 40 hours per week for someone else. For example,
researchers have found that respondents willing to sacrifice for business crea-
tion were more likely to report intentions of becoming entrepreneurs (Kolvereid
& Isaksen, 2006). Moreover, whether it is called “passion,” or “commitment,”
this level of internal drive is a major asset in overcoming the inevitable chal-
lenges to be surmounted in business creation. In the PSED I, such commitment
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was addressed as “entrepreneurial intensity” (Liao & Welsch, 2004). Although
the original entrepreneurial intensity (EI) scale included 12 items (see Gundry &
Welsch, 2001), the PSED I was able to include only 4 of these 12. However, the
four items selected showed reasonable reliability and validity, and each one
showed significant differences between the nascent entrepreneurs and the com-
parison group included in PSED 1.°> According to Liao and Welsch (2004) the
mean differences across groups ranged from a low of 0.12 for “Owning my own
business is more important than spending more time with my family” to a high
of 0.78 for “I would rather own my own business than earn a higher salary
employed by someone else.”

The first item included in PSED II was “There is no limit as to how long I
would give maximum effort to establish this new business” (PSED Il item AY9;
PSED I nascent/comparison group mean difference = 0.54). The second entre-
preneurial intensity item was “My personal philosophy is to ‘do whatever it
takes’ to establish my own business” (PSED II item AY10; PSED I mean
difference between nascents and comparison group = 0.86). The mean scores
and standard deviations for these two items in PSED II are shown in the top
panel of Table 2.1. The Cronbach alpha for this two-item scale was 0.71. Most
respondents either agree or strongly agree that they will extend maximum effort
and sacrifice for the sake of establishing new businesses.

2.2.2 Social Skills

Nascent entrepreneurs rely in part on their social skills to establish and main-
tain relationships they will need for converting their venture opportunities into
established businesses. Relationships provide information, referrals, resources,
and support (Ibarra, 1992; Ibarra, 1993). These useful outcomes of relation-
ships are often referred to as social capital (Baron, 2004; Lin, 2000; Nahapiet &
Ghoshal, 1998). Often, social capital is measured by the existence of ties
between a focal person (such as an entrepreneur) and particular others as well
as the strength of those ties (Beggs, Haines, & Hurlbert 1996; Hurlbert, Haines,
& Beggs, 2000; Marsden & Campbell, 1984). However, measures of differences
in entrepreneurs’ social networks do not illuminate why some entrepreneurs
have more favorable social networks than others.

Social skills (also referred to as social competence, Baron & Markman, 2003)
will encourage key individuals—employees, customers, investors, suppliers,
vendors, or lenders—to enter exchanges with entrepreneurs. Two studies have
found that emotional intelligence and impression management, intentionally
presenting desired emotions to others, had important effects on the willingness
of employees to behave entrepreneurially (Brundin, Patzelt, & Shepherd, 2008;
Zampetakis, Beldekos, & Moustakis, 2009). Social skills that might be
expected to have particular importance to entrepreneurs include social adapt-
ability and expressiveness. Social adaptability is the ability to be comfortable in
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a variety of different social situations and to relate effectively to individuals
from different backgrounds (Baron, 2004). Independent contractors in the
cosmetics industry with high levels of social adaptability had higher incomes
over three years than those with lower levels of social adaptability (Baron &
Markman, 2003). Moreover, Baron and Markman found that expressiveness
was positively associated with revenues from sales in the analysis of entrepre-
neurs in high-technology industries.

Other social skills examined in previous studies include impression manage-
ment, social perception, and persuasion (Baron, 2004). Impression manage-
ment refers to actions aimed at generating favorable responses from others and
includes creating a favorable impression in the minds of others through “flat-
tery, agreeing with the target persons, doing small favors for them, or expres-
sing attitudes and preferences that are currently in vogue” (Baron, 2004, pp.
224-225). Entrepreneurs want to convey confidence and competence to others
and may use impression management to do so. Social perception is the ability to
“accurately perceive the emotions, traits, motives, and intentions of others”
(Baron, 2004, p. 228). These are processes of impression formation, attribution,
and the judgment of underlying intentions (for details of the processes of
judgment of intention, see Gilbert & Jones, 1986; Jones & Davis, 1965; Shaver,
1975; Shaver, 1985). Persuasion can be especially useful to entrepreneurs, as can
the knowledge of which persuasive technique might be most appropriate in the
setting (see Cialdini, 1993; Petty & Cacioppo, 1984, 1986).

As important to entrepreneurial success as social skills might be, their
representation in PSED II is smaller than their representation was in PSED 1.
Only four of the seven Social Skills items included in PSED I were present in
PSED II, and the rationale for which items were included is not entirely clear.
Principles for selection might have included the items with the highest inter-
correlations in PSED I, or the lowest standard deviations, or the highest mean
scores. None of these principles was apparently utilized. As it happens, it would
have been difficult to use “highest intercorrelation” as the criterion for inclu-
sion, as only three of the seven PSED I Social Skills variables showed signifi-
cantly positive correlations, the highest of which was 0.53 (Baron, 2004). These
three were “I rarely show my feelings” (included in PSED II as item AY11), “I
consider myself a loner” (included in PSED II as item AY1), and “I am often
concerned about what others think of me” (not included in PSED II).

Another inclusion criterion might have been to select the items with the
lowest standard deviations. In Baron’s (2004) Handbook chapter for PSED 1,
the four Social Skills items with the lowest standard deviations were “I am a
good judge of other people” (a relatively high mean score of 3.91 and a standard
deviation of 0.70), “I usually know what is appropriate in any situation” (the
highest mean score 4.16 and a standard deviation of 0.77), “Whatever emotion
I feel on the inside tends to show on the outside” (the lowest mean score at 2.31
with a standard deviation of 0.89), and “I can talk to almost anybody about
almost anything” (mean score of 3.90 and standard deviation of 1.27). Only the
last two of these were included in PSED 11, as items AY?2 and AY 3, respectively.
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Finally, the PSED I items with the highest mean scores might have been
chosen for inclusion in PSED II. These were “. .. know what is appropriate.. . .,”
“...good judge of other people....,” “...can talk to almost anybody . .. (AY3),”
and “...rarely show feelings. .. (AY11).” But clearly two of the high mean score
items were omitted.

One might expect that an outgoing and passionate entrepreneur should be
able to “talk to almost anybody about almost anything” (in PSED II as AY3).
Stated in the positive, this sounds quite reasonable. Respondents strongly
agreeing to the statement would be asserting that they not only have social
ease in a variety of situations (social adaptability) but are willing to discuss and
share on a variety of topics (expressiveness).* On the other hand, strong dis-
agreement with the item as stated could logically originate from one of three
categories of people. The first would consist of individuals who feel comfortable
relating to anyone as long as the topics of discussion are within a very narrow
range.” The second would consist of individuals who feel comfortable talking
about anything at all, but with a narrow range of conversation partners.
Finally, there would be the individuals who feel uncomfortable even when the
topics of discussion are quite limited.

This nuance should be kept in mind when using the item as a predictor variable,
especially if the ability to talk to almost anybody has a different effect on entre-
preneurial outcomes than the ability to talk about almost anything. Fortunately,
the vast majority of respondents agreed with the statement. Recall that the
response alternatives for this section of PSED II were opposite those for PSED
I. So to make this item consistent with PSED I and have higher numbers represent
more social skill we reverse-scored it. Because it was supposed to represent an
expressive component of emotional intelligence (a good thing for Social Skills) we
also reverse-scored “Whatever emotion I feel on the inside tends to show on the
outside” (item AY2). On the other hand, the two remaining items—*“I consider
myself a loner” and “I rarely show my feelings” both represent less in the way of
social skill, so strong disagreement should be a positive thing for Social Skill.

In PSED I the correlations among Social Skills items were relatively low
(three significant relationships among the 21 possible comparisons). For that
reason, as well as to check on the validity of our impressions regarding what
should be reverse-scored, we believed it important to test the intercorrelations
among the four items included in PSED II. Five of the six possible correlations
were positive, and four of these were significantly positive. The only exception
to this pattern was a negative correlation (r = —0.05, n.s.) between “Whatever
emotion I feel on the inside...” and “I consider myself a loner.” Means and
standard deviations for the Social Skills items included in PSED II are shown in
the second panel of Table 2.1. Unfortunately, the Cronbach alpha for this set of
items was unacceptably low at 0.36. Therefore, researchers should carefully
consider the theoretical and conceptual justifications for the inclusion of Social
Skills items and determine which indicators should be used and whether they
should be combined as a scale with such a low alpha or kept as separate
indicators of different social skills.
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2.2.3 Expectancy

Expectancy theory (Vroom, 1964) is addressed in Chapter 13 of the Handbook
of Entrepreneurial Dynamics (Gatewood, 2004). Expectancy theory is an
important motivation theory in the organizational behavior literature and is
composed of valence, instrumentality, and expectancy. Valence is the value
individuals place on particular outcomes. Employees and entrepreneurs differ
on the rewards they value, as evidenced by the Career Reasons section below.
First-level outcomes are those which have intrinsic value, such as the satisfaction
generated from creating new products. Second-level outcomes lead to other
desirable outcomes, the way that earning a high salary enables an individual to
achieve a desired lifestyle. Instrumentality is the belief that performance will
result in outcomes. Instrumentality is the relationship between a work outcome
and desired rewards, sometimes referred to as the relationship between first and
second order outcomes (Gatewood, 2004).

Expectancy is the level of confidence individuals have that their work effort
will result in high performance. For entrepreneurship, the outcomes of a busi-
ness may be determined by situational (exogenous factors) such as access to
capital or demand potential for the business’s product or service, as well as the
activities (endogenous factors) of the entrepreneur (Gatewood, 2004). In other
words, whether entrepreneurs believe that their business will generate high
financial returns depends on their assessment of economic conditions and
other external factors. But the belief also depends on their confidence that
work will result in desired performance (Gatewood, 2004; Gatewood, Shaver,
Powers, & Gartner, 2002; Van Auken, 1999). In the case of entrepreneurship,
people with high expectancies involving both sorts of factors believe that their
entrepreneurial activities will result in operational businesses.

Many researchers have focused on the related concept of self-efficacy
(Bandura, 1986) and have found that high levels of self-efficacy influenced sales
growth, satisfaction, perceptions of entrepreneurial opportunities, and moral
awareness (Bryant, in press; Krueger, Reilly, & Carsrud, 2000; Mitchell &
Shepherd, in press). Townsend, Busenitz, and Arthurs (in press) used data
from the PSED I and found that expectancy increased the odds of respondents
establishing operational businesses in between the initial interview and the 12-
month follow-up.

In the development of PSED I, eight items were identified that represented
all of the various links included in the valence—instrumentality—expectancy
system. Two of these had to be dropped for lack of space, leaving six
items that tested expectancy. Five of the six are present in PSED II. The
item dropped from PSED I to PSED II was “If I work hard, I can successfully
start a business.” Townsend et al. (in press) called this measure outcome
expectancy.

As with the other items in this section (AY), the PSED II items for Expec-
tancy need to be reversed in order that (a) scoring will be in the same direction as
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in PSED I, and (b) higher numbers represent higher expectancies for success.
The means and standard deviations for the five expectancy variables are shown
in the third panel of Table 2.1. All of these items were significantly positively
correlated with one another, with the correlations ranging from a high of 0.50
(“past experience” with “skills and abilities”) to a low of 0.20 (“past experience”
with “achieving other goals”). If all items are combined into a single scale, the
Cronbach alpha = 0.70. Thus, although the five Expectancy items show a
minimally acceptable level of reliability as a single scale, there is enough internal
variation that many researchers may believe it more important to consider the
various theoretically-derived pieces as separate entities.

2.2.4 Career Reasons

Individuals may have a variety of goals for starting businesses. These goals are
called Career Reasons and are addressed in Chapter 12 of the Handbook of
Entrepreneurial Dynamics (Carter et al., 2004). This list of reasons was initially
developed by Scheinberg and Macmillan (1988), subsequently modified by
Shane, Kolvereid, and Westhead (1991), and modified again by Birley and
Westhead (1994). The factor analyses performed in these studies typically
identified five categories of reasons why an individual might seek to create a
business. These were innovation (a desire to create something new), indepen-
dence (controlling one’s own destiny), external validation (need for approval
and recognition), roles (following admired individuals or family traditions),
and financial success. Because of variations in personal goals found in other
research on gender differences, Carter et al. (2004) elected to add a sixth
category—self-realization (through challenging the self or leading others).

A factor analysis of the 18 Career Reasons included in the PSED I, using a
minimum eigenvalue criterion to terminate the analysis, did not distribute the
items in ways similar to those found in prior research. But when the analysis was
directed to produce a six-factor solution, the items were indeed distributed
much as they had been in earlier studies. The six factors accounted for a total
of 68% of the variance, with three of the factors—self-realization, financial
success, and recognition—achieving Cronbach alpha levels of 0.70 or above, and
the other three achieving alpha levels of 0.60 or above. A comparison of the results
for nascent entrepreneurs versus the comparison group showed no differences
between the two groups on financial success, innovation, self-realization or
independence, but did find differences on roles and recognition. Interestingly,
on these two latter comparisons, the scores for the nascent entrepreneurs were
lower than those for the members of the comparison group (Carter, Gartner,
Shaver, & Gatewood, 2003).

Whereas the PSED I had 18 items representing Carcer Reasons, the PSED 11
dropped this number to 14. Once again, the precise reasons for the exclusions
are not entirely clear. Of the four items excluded from PSED II, three were



2 Social Motives in the PSED II 29

originally in the self-realization factor, thus leaving self-realization as a single
item. This outcome is difficult to understand in light of the fact that all four
PSED I items dealing with financial security were carried over as is to the PSED
II. Moreover, the other item excluded from the PSED I was from the innovation
factor, which to begin with had only two items, so this factor also became a
single item. Given that two of the six factors in the PSED I are reduced to single
items in PSED 11, it is likely not to be useful to continue to set a solution for six
factors. Consequently, researchers interested in these Career Reasons vari-
ables—and especially in combining them across data sets—should probably
use a minimum eigenvalue criterion as the way to end further iterations within a
principal component analysis. In addition, researchers may wish to exclude
from their principal component analysis the single measure of innovation and
the single measure of self-realization. Mean scores and standard deviations for
the 14 Career Reasons items are presented in Table 2.2.

We conducted a principal component factor analysis of the 14 weighted
PSED II Reasons items, using a minimum eigenvalue criterion for ending
iterations, and subjected the result to a varimax rotation. This procedure
produced the three-factor solution shown in Table 2.3.

This solution accounted for 54.93% of the variance and the rotation
converged in seven iterations. Items are listed in Table 2.3 in descending
order of loading within factors. Items with primary loadings > 0.40 and

Table 2.3 PSED II principal component analysis three-factor solution for career reasons
(weighted)

Factor

I I 111
Weighted N: PSEDII 1199.47 120530 1206.00 PSEDI
Cronbach alpha: itemno. o =081 «=0.75 o = 0.62 item no.
% variance accounted for: 35.11 12.62 7.20
Item content
Respected by my friends AW4 0.70 0.11 0.07 QGle
Achieve, get recognition AWI10 0.68 0.32 —0.08 QGl(ell)
Power influence an organization AW14 0.67 0.31 0.01 QGlq
Follow person admired AW7 0.65 0.09 0.24 QGli
Develop an idea for a product AWI11 0.65 0.02 —0.01 QGIm
Continue a family tradition AW3 0.62 —0.15 0.37 QGl1d
Higher position for myself AWI1 0.57 0.41 0.03 QGla
Fulfill personal vision AW13 0.56 0.13 0.11 QGlo
Build business which kid can inherit AW 0.48 0.35 0.26 QGlj
Earn large personal income AW9 0.10 0.81 0.22 QGlk
Build great wealth, high income AWI2 0.31 0.78 0.11 QGIn
Give family financial security AW6 0.07 0.64 0.50 QGlg
Greater flexibility in personal life AW2 —0.01 0.26 0.80 QGlb
Considerable freedom to adapt AWS5 0.17 0.14 0.71 QGIf

Note: 54.93%, 3 components, 7 iterations, minimum eigenvalue criterion, varimax rotation.
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cross-loadings < 0.40 were retained. Applying this decision rule eliminated two
items. The first item eliminated was AW, “gain higher position;” this was
dropped from the first factor. The second item eliminated was AW6, “give
family financial security;” this was dropped from the second factor obtained.
Inspection of the remaining items suggest that Factor I captured (mostly) non-
financial reasons for engaging in entrepreneurial behavior, so we shall refer to it
as Personal Reasons. The two items remaining in Factor II both deal with
financial issues, so we chose to call it Financial Reasons. Finally, the two items
in Factor III deal with freedom to adapt, and because they are identical to one
of the PSED I factors, we will use the designation Independence.

The items remaining in each factor were subjected to reliability analysis and
the results are shown near the top of each Factor column in Table 2.3. Personal
Reasons produced an overall mean of the items of 2.45 with an average item
variance of 1.92, and a Cronbach alpha of 0.81. Financial Reasons produced an
overall mean of the items of 3.37 with an average item variance of 1.69 and a
Cronbach alpha of 0.75. Finally, Independence produced an overall mean of
items that was equal to 3.89 with an average item variance of 1.34 and a
Cronbach alpha = 0.62. The last of these reliability estimates is on the low
side, but the first two are acceptable. Stepping back from the details, it appears
as though the PSED II respondents care first about the goal of maintaining
Independence in one’s life by establishing a business, followed by a desire for
Financial Success and the various Personal Reasons for establishing a business.
The PSED II Personal Reasons encompass elements of what in Chapter 13 of
the Handbook was referred to as Recognition, Roles, Innovation, and Self-
Realization (Carter et al., 2004). The PSED II Financial Reasons factor includes
three of the four Financial Success items from PSED I and the PSED II
Independence factor overlaps completely the PSED I Independence factor.

2.2.5 Data Set Comparisons

Because the number of social motive items present in PSED 11 was significantly
reduced from the number of such items in PSED I, it may be useful to provide
some cross-data set comparisons of the four social motives described in this
chapter. By way of summary, we have treated each of the four social motives as
if it were a scale all by itself, ignoring for the moment the likely possibility that
some researchers will elect to split some of these “scales” into subsets of items.
The results of the comparisons are shown in Table 2.4.

To make it very clear that we have combined all items in a subsection for
these comparisons, we have indicated the number of items in each subsection
and have provided means and variances for each of the four collections of
variables. For Entreprencurial Intensity, the Cronbach alpha within PSED 1
was 0.73, whereas the Cronbach alpha within PSED II was 0.69. For the four
items in Social Skills, the alpha within PSED I was 0.36, the same value that was
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Table 2.4 PSED II scales by dataset (weighted, nascents only)

Scale (items in PSED II) N Alpha Mean SD
Entrepreneurial intensity (2)
PSED I 546.60 0.73 7.59 1.80
PSED I1 1203.86 0.69 8.25 2.90
Social skills (4)
PSED I 536.92 0.36 13.31 6.89
PSED II 1201.43 0.36 13.81 8.12
Expectancy (5)
PSED I 543.68 0.76 21.10 9.24
PSED II 1204.28 0.70 21.78 6.64
Career reasons (14)
PSED I 526.52 0.83 41.00 99.66
PSED 11 1197.28 0.86 40.12 119.74

obtained in PSED II. This level is low enough in both data sets that it is
probably a mistake to treat these four items as an internally coherent scale. For
the five items in Expectancy, the alpha within PSED I was 0.76, whereas the alpha
for these items in PSED II was 0.70. Finally, for the 14 items in Career Reasons,
the alpha for PSED I was 0.83, and the alpha for PSED II was 0.86. Thus three of
the four social motive variables have a level of internal consistency sufficient to
warrant analysis as unitary scales (unless there are compelling theoretical reasons
to break one or another such “scale” into smaller component parts).

2.2.6 Future Research

Combining data from PSED I and II presents both challenges and opportu-
nities. Many researchers have used the social motive items in PSED I to produce
important research findings (for examples, see Cassar, 2006; Townsend et al.,
in press). Their work should be extended and replicated, using data from the
PSED II. The PSED II has more entrepreneurs and a sample that is more
representative than the PSED I sample due to attrition between the screener
and the phone interview and the phone interview and the mail questionnaire.
These respondents will add more statistical power and allow for the exploration
of historical changes between the two data sets. As a tradeoff, the PSED II has
fewer indicators of entrepreneurial intensity, social skills, expectancy, and career
reasons. We recommend that researchers electing to combine data sets not only
make the data transformations discussed above, but conduct their analyses of
PSED I data with the inclusion and exclusion of variables unavailable in PSED II
to demonstrate how differences affect construct or measurement validity.

The social motive indicators have numerous potential research applications.
Researchers can examine how the four together or some subset influence a
variety of characteristics including the industries entrepreneurs choose, strate-
gies, team formation, and growth intentions. Social motive factors may also be
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used to predict the outcomes of nascent entrepreneurs’ start-ups in the follow-
up interviews. Davis and Shaver plan to use social motive factors to distinguish
nascent entrepreneurs who have initiated actions toward starting a business for
several years prior to the questionnaire from those who began their pursuit of
entrepreneurship only a few months prior to the interview. Using both the
PSED I and PSED II, we will first distinguish nascent entrepreneurs and the
comparison group. Then we will compare the social motive characteristics of
entrepreneurs in the PSED I and PSED II who had engaged in activities toward
creating the business they are currently pursuing for more than 10 years from
those doing so from 1-9 years and then for those for less than 1 year. Then, we
will examine the subsequent wave outcomes of respondents’ ventures: estab-
lished, still active, or discontinued. Ideally, our analysis will be predictive with
regard to which entrepreneurs who have just begun their pursuit of entrepre-
neurship will become the entrepreneurs who spin their wheels for 10 or more
years and which quickly convert to operational businesses.

Notes

1. This sample is Row G in Table C5 in Appendix C of the Handbook (Reynolds & Curtin,
2004). For a detailed description of the respondent selection process that leads to this
number of cases, see Shaver, Carter, Gartner, and Reynolds (2001). The reduction can be
accomplished by using the SPSS syntax file kscleans06.sps, available through www.cof-
c.edu/~shaverk/.

2. Once nascent entrepreneurs on teams in which institutions will own greater than 50% of
the new company have been eliminated, there are 817 nascent entrepreneur respondents of
the phone interview. Only 553 of them answered the mail questionnaire where the social
motive indicators are located.

3. For entrepreneurial intensity and the other social motive items, the “stem” was different
between the nascent entrepreneur, for whom questions about establishing “my business”
made sense as is, and the Comparison Group, who necessarily had to be asked these
questions in an “as if” fashion.

4. The willingness to talk to anyone about anything could also reflect low impression
management if entrepreneurs are willing to talk to anyone about negative topics and
feelings without regard to how such discussions could adversely affect their businesses.

5. These individuals, for example, may have high impression management and be unwilling to
discuss topics or feelings that would reflect unfavorably on them.
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