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Abstract

Rates of new venture formation have been identified as important in terms of the creation of new economic opportunities and growth and, as a result, are a major focus for policy and public intervention in many countries.  There has been little consideration, by policymakers and researchers alike, however, of the activities of individuals prior to actual commitment to business start-up.  This paper presents a theoretical framework for the pre-start phase of entrepreneurial development, i.e. the activities of individuals relating to entrepreneurship that precede explicit and deliberate involvement in business initiation.  The paper applies this framework via development of a structure and outline contents of a pre-start development programme for potential entrepreneurs.
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Context and Rationale:  Why Focus on Entrepreneurial Activities Preceding Engagement in Business Start-Up?

Levels of start-up of new businesses have been identified, and are used, by policymakers and in policy studies as a measure of overall entrepreneurial activity and potential within economies (e.g.; DTI, 2000; EC, 2003; OECD, 1998; Reynolds et al., 2000).  In broad terms, the logic is that new business start-ups produce new sources of wealth and innovation as these entrants seek out and create new business opportunities and activities (e.g. DTI, 2000; EC, 2003).
  Raising levels of involvement in business start-up also increases the number of people directly involved in entrepreneurship and entrepreneurial endeavours (SBA, 2002; Atherton et al., 1997).  

A preoccupation with encouraging higher levels of start-up as a means of generating greater wealth and economic activity, and in order to develop a more competitive economy, can be seen in recent policy thinking on new venture creation in Europe.  The European Council of Ministers’ Lisbon Conclusions, in 2000, indicated a need to stimulate entrepreneurship by “creating a friendly environment for starting up and developing innovative businesses” (EC, 2000).  In addition, the European Commission’s Green Paper on Entrepreneurship recognised the central importance of start-up to the development of entrepreneurship in Europe, starting with the statement that Europe “needs more new and thriving firms” (EC, 2003).  In the UK, the White Paper on Enterprise, Innovation and Skills noted the importance of encouraging individuals to start (and re-start) businesses, and linked this with the broader development and encouragement of a culture of enterprise and entrepreneurship:


“…the level of new business start-ups is significantly behind countries like the USA, Australia and Canada, and the entrepreneurial culture – particularly the tendency to identify and exploit business opportunities – is not well developed.”  [Ch. 5, point 5.7]

Many of the strategies that have developed in order to stimulate more entrepreneurs and higher levels of business formation have focused on reducing the barriers to start-up, in particular those relating to regulation (e.g. EC, 2002;  HM Treasury, 2003), and on generating a broad portfolio of subsidised and state-supported initiatives and institutions providing funding, services and assistance to starters of new businesses.  However, there appears to be some recognition that the wider culture and broadly held social values influence individuals’ propensities to engage in starting their own business (DTI, 2000; EC, 2003).  In addition, there is a growing recognition that experiences, attitudes and events prior to new venture creation process affect individual propensities and tendencies to start-up.  Indeed, there have been attempts to link levels of business start-up with broader conceptualisations of the extent to which an entrepreneurial culture exists and encourages entrepreneurs (Reynolds et al., 2000; HM Treasury, 2002).

In the UK, for example, the experiences of young people at school and college (Gibb, 1993), and among their broader social and kinship networks, are considered to influence their views of entrepreneurship and their likelihood to engage in business start-up: “all young people will need more enterprising skills and attitudes, not just to set up businesses (or enter self-employment), but also to build their own careers and to stay employable” (Davies, 2002).  Similar views are expressed in the EC Green Paper on entrepreneurship, which stresses the importance of encouraging young people to engage in entrepreneurial activities and experiences and to interact with entrepreneurs (EC, 2003).

There are indications, therefore, that a critical influence on the likelihood of or propensity for individuals to start a business are the personal experiences of the starter prior to engagement in new venture creation.  Some studies indicate that individuals who have had previous experience of starting a business, or who come from a family with a tradition of owner-management and entrepreneurship, have a broadly higher likelihood of setting up their own business (Schamp and Deschoolmeester, 1998; Scherer et al., 1989; de Vries, 1977; de Witt and van Winden, 1989).
  There is also evidence that individuals are more likely to consider starting their own business if their immediate peer group contains entrepreneurs, i.e. individuals who have established their own businesses, and recognise the value of entrepreneurship (Atherton and Sear, 1998).

This paper examines the opportunities and strategies by which individuals can be encouraged and stimulated to consider new venture creation prior to actual involvement in a business start-up.  For the purposes of this analysis, this is defined as the ‘pre-start’ phase of entrepreneurial development, and is distinguished from a ‘start-up’ phase.  The analysis and concept development, therefore, focus on the ways in which individuals who have not yet committed to or become involved in starting a new business move from consideration and exploration of new venture creation through to commitment to and involvement in start-up.  A framework is proposed that identifies the primary components of the ‘pre-start’ phase of entrepreneurial development and incubation of future ventures.  Application of this framework, and in particular its potential significance for the practice and policy of enterprise development and simulation of business start-up activity, are considered within this paper.

Methodology and Concept:  Steps in the Development and Testing of a ‘Pre-Start’ Framework

The pre-start framework outlined in this paper was developed as part of a study and design process commissioned by a government agency in the UK that focuses on the provision of learning materials and opportunities to individuals, both working and unemployed.
  As such, the focus for the development of the pre-start framework was on the experiences, and hence processes, by which individuals move from viewing employment as the sole career option to considering business start-up and self-employment as viable and achievable alternatives.  

Preliminary development of a tentative framework built on several inputs, including:  examinations of the early stages of start-up and pre-start activity (e.g. Gibb, 1993; Reynolds et al., 2002; Reynolds, 1997; Shaver et al., 2001); studies that focused on the start-up process (e.g. Gibb and Ritchie, 1982; Gartner, 1985; Bhave, 1994) and; policy reviews and summaries of research (e.g. Atherton et al., 1997).

Analysis of this literature indicated that decisions to start a business, and hence to become involved in the new venture creation activity, are a personal choice by individuals (Shaver et al., 2001), many of whom display certain entrepreneurial attitudes and behaviours (Begley and Boyd, 1987; Crant, 1996; Shaver and Scott, 1991); and that such choices involve the development of awareness of, as well as interest in and motivation to explore, the possibility and potential for business start-up (Gibb and Ritchie, 1982).  A primary conclusion from the analysis of published research was that pre-start activities entail movement from no involvement or consideration of business start-up to an initial stage of consideration and exposure to this possibility and on to an exploration of the process itself and its feasibility.

Based on this broad conceptualisation of pre-start as a personal process of developing entrepreneurial intent and becoming interested in new venture creation, a qualitative assessment of the experiences of seven starters and recent starters of businesses was undertaken. These starters were selected from an entrepreneurship programme run by the University of Durham and partners in the North East of England focused on supporting individuals who have recently graduated to set up their own businesses.  It is important to note that the ages of the interviewees ranged considerably, from 22 to 40, with a mean of 31 years, and that five of the seven had previous employment experience.    The characteristics of these individuals and the businesses they were starting or had started are summarised in Table 1 below:

Table 1:  Summary of Characteristics of Interviewed Business Founders

	#
	Age
	Sex
	Education & employment background
	Business
	Stage

	1
	39
	F
	1st degree; 8 years employment
	Women’s underwear 
	Start-up

	2
	23
	M
	1st degree
	Paint balling range
	New start

	3
	22
	M
	1st degree
	Volunteer trips to Africa
	Start-up

	4
	29
	M
	Masters degree; 7 years employment
	Gym
	Start-up

	5
	36
	F
	Certificate, diploma; 20 years employment
	Virtual office services
	Start-up

	6
	40
	M
	1st degree; 15 years employment
	Music transcription
	New start

	7
	28
	M
	Employed but duration unclear
	Occupational health services
	New start


A qualitative approach to data collection was adopted because it has been established as an effective method for “finding out what others feel and think about their worlds” [Rubin and Rubin, 1995].  This approach entailed discussions with individuals who were starting or had recently started their business, as per Table 1 above.  At the outset of the interview, the interviewee was asked to describe their own experiences and recollection of how, why and when they became interested in starting a business.  This was done in order to ensure that an account of the pre-start activity and experience was provided that was not influenced by the views and concerns of the interviewer nor by the initial conceptual framework.  Following on from this account of pre-start and start-up activity, the interviewer presented the broad framework to the interviewee for discussion and comparison with the interviewee’s account and recollection of the experience.

In this way, an ‘action research’ methodology was developed that involved engagement of the interviewees with the framework, making them active participants in the testing and preliminary application of the pre-start conceptual framework.  Action research is appropriate for use where “specific knowledge is required for a specific problem in a specific situation” (Cohen and Manion, 1998). It operates in a real-world context, in that it is situational and typically participatory and collaborative (ibid.). In consequence, the role of the researcher is as a ‘facilitator’ for the participants who “may try out ideas and learn more about the reasons for their own action, as well as learning more about the process of self-reflection” (Carr and Kemmis, 1986).

Conceptualising the Pre-Start Experience as a Series of Transition from No Awareness or Interest to Consideration and Exploration of Business Start-Up as a Viable Option

Existing literature and data, combined with the experiences of the seven individuals consulted, indicated that there was no single ‘entry point’ into consideration and exploration of business start-up.  Instead, several routes into pre-start were identified, and these in turn determined the critical tasks and activities to be undertaken in preparation for and consideration of start-up as a personal option.  In broad terms, the three groups of individuals that become involved in the pre-start phase are:

1. Those who have not previously thought about or considered starting a business that are stimulated to do so by an event or influence (such as a friend or colleague starting a business), i.e. individuals moving from no awareness or interest in start-up to some awareness;


2. Those who have thought about it in broad or general terms, but have not examined start-up as a genuine or strong possibility, or have not assessed the potential in detail, i.e. those who are shifting from some awareness and interest to testing their actual interest in and motivation to start a business;


3. Those who have a strong desire or commitment to starting a business and who want to explore how to undertake the start-up process and what is required, i.e. individuals who are seeking to embark on or initiate business start-up.

Distinctions between the ‘entry points’ for different individuals suggest a process of movement towards start-up as the basis for pre-start activity.  This dynamic activity, consisting of changes in entrepreneurial attitudes and behaviours that move the individual closer to engagement in actual business start-up, can be seen as a gestation process in which experiences and stimuli move individuals towards interest in and preparation for new venture creation.  The ‘entry points’, in other words, can be re-conceptualised as a series of transitions that shift individuals from a lack of interest and involvement in start-up through to explicit commitment to new venture creation (see Diagram 1 below).

Four stages of pre-start activity can be identified as a result, and these can be ordered into a broadly sequential process in which stages are linked and movement from one to another represents  variations in consideration and exploration of business start-up as a personal option.  The four stages, which are summarised in Diagram 1, are:  (i) no recognition or awareness of business start-up as a personal option; (ii) broad preliminary consideration of start-up as a potential option; (iii) active consideration of start-up as a personal option; (iv) active engagement in exploration of business start-up as a genuine and achievable personal option.  Each stage represents a different attitude towards and extent of commitment to engaging in business start-up, and so can be characterised as consisting of and representing different development and learning needs.

It is important to note that involvement in pre-start activities does not necessarily ensure actual initiation of a new business.  Instead, the outcome from movement through the four stages of pre-start identified in Diagram 1 above may lead to a decision not to start a business.  The process model, therefore, is non-prescriptive, in that it postulates that individuals will make personal decisions, based on their own consideration and exploration of business start-up as an option, as to whether or not to engage in starting a new venture.

Diagram 1:  A Process Flow Model of the Pre-Start Stage of Entrepreneurial Development
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Towards A Framework for Developing Entrepreneurial Capabilities and Potential Prior to Engagement in Business Start-Up

The model of pre-start entrepreneurial activity outlined in Diagram 1 above identifies two discrete and connected phases in the pre-start process.  The first, consisting of the initial two stages of the pre-start process model, is consideration of business start-up as an option.  The second is exploration of the feasibility and achievability of business start-up.  

Consideration of business start-up as an option or possibility consists of two aspects or components.  The first is the development of awareness of start-up as an option, while the second is assessment and testing of actual interest and motivation to engage in business initiation.  A distinction was made, therefore, between individuals with no awareness of start-up as a personal option and individuals who were aware of this option, but had not yet considered how and whether it could be applied to themselves.

The framework adopted for the exploration phase of pre-start, i.e. when an individual is actively considering whether or not to engage in setting up a business, is based on the business start-up process model developed by Gibb and Ritchie (1982).  This framework consists of four components that have been identified as necessary “in the successful development of a new small business” (Gibb, 1987), namely:  the motivation and commitment of the founder(s); the ability of those involved in start-up; the idea; and the resources needed to start.  This approach was adopted because it reflected the responses and priorities of the individuals interviewed, and because it is an approach that has been validated in practice (ibid.).  A key distinction was made, however, between how the components of the Gibb and Ritchie model relate to actual business start-up and their application and nature in terms of pre-start activity. Of particular importance was the focus on exploration of these four components during pre-start, which can be contrasted with the Gibb and Ritchie (1982) consideration of these components as ‘necessary and sufficient conditions’ for actual initiation of a new business.  During pre-start, in other words, the four components were identified as critical issues to examine and assess before actually committing to business start-up.

The resultant framework, which is summarised in Diagram 2 below, is based therefore on the primary factors and considerations that pre-starters identified and explored prior to actual engagement and involvement in business start-up.  The framework, in other words, highlights the broad areas and aspects of pre-start where there is a need to learn about business start-up and to develop the capabilities and aptitudes demanded during new venture creation.  It represents, as such, a potential structure and format for learning and personal development relating to pre-start, and hence consideration of and preparation for business start-up.

Diagram 2:  Components of the Pre-Start Process
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Applying the ‘Pre-Start’ Framework:  Designing Pre-Start Learning and Development Programmes for Potential Entrepreneurs

As indicated, the pre-start development framework summarised in Diagram 2 represents a structure for a development programme that could be offered to and taken up by individuals interested in exploring business start-up.  In order to develop a detailed programme, the framework was used to identify the primary issues that need to be addressed and considered during pre-start.  These issues were related to the components associated with both phases of pre-start activity, and so provided the basis for the development of learning materials and curricula by each of the six components (1.1 to 1.2 and 21. to 2.4 in Diagram 2 above).  In addition, preferred and desired learning outcomes were identified for each issue.

The result was a detailed specification and outline for a development programme and learning materials to support and enable involvement in pre-start activities by individuals.  The specification and outline represent a template for a pre-start programme for potential entrepreneurs and for individuals interested in exploring the possibility and feasibility of starting their own businesses.  For each component, learning activities and teaching or facilitation inputs can be designed to cover identified issues and to ensure achievement of learning outcomes.  Actual pedagogies will vary depending upon the target client group and the nature and means of delivery of the programme.  However, indications from the interviews and from broader work on encouraging entrepreneurship and start-ups suggest that an action learning approach based on empowerment of participants and focused on practical and direct application would be a highly appropriate strategy for delivery of a pre-start programme (Gibb, 1987).

Conclusions and Future Considerations

This paper has presented three key findings:  (i) a process model for pre-start development and exploration of entrepreneurial opportunities and potential;  (ii) a framework for supporting pre-start activities for potential entrepreneurs and for individuals interested in exploring business start-up as an option, and:  (iii) a detailed specification for a pre-start development and learning programme.  Based on these three outputs, the analysis moves from theorisation of the nature and dynamics of pre-start activity to the application of this conceptual framework via a pre-start learning and development programme.  As such, an underpinning aim of the paper has been to bridge theory and practice by relating concept to application.

There are, however, limitations to the analysis and theorisation outlined in the paper.  The primary limitation of the frameworks and theory presented in this paper relates to the ways in which the empirical data were acquired and used.  The theorisation of pre-start presented in this paper was based, to some extent, on the previous literature on start-ups and pre-start and, as such, can be argued to have some basis for transferability and wider relevance.  However, the small number of businesses consulted and interviewed, albeit reflecting high levels of interviewee involvement in the action research, points to a need to develop studies and analyses across wider and more diverse samples in order to test and either validate or refute the framework.  As such, the concepts that have been developed and applied in an initial form within this paper represent an initial consideration of the dynamics and process of pre-start activity, and hence a contribution to insight into the gestation and emergence of new business starters.
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� The Global Entrepreneurship Monitor analyses, for example, have developed a ‘global’ indicator of entrepreneurship – titled Total Entrepreneurship Activity (TEA) – that is based on the number of individuals involved in business start-ups combined with those involved in new businesses of less than 42 months.


� There has been some criticism of the influence of family on propensity to start-up.  Storey (1994), for example, indicated in a summary of previous studies that family business background was ‘not statistically significant’ as a factor affecting self-employment.  


� This contract was undertaken while the author was working at the Foundation for SME Development at the University of Durham.  The author would like to recognise the inputs of the other members of the research team and thank them for their contributions.  
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