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Objectives

High growth firms continue to attract co nsiderable attention from the aca demic and policy community in
recent years and the recent BERR report summarised the available quantitative and qualitative evidence
for the UK (BERR, 2008). A key research question remains unanswered - what are the characteristics of
those individuals i nvolved in esta blishing hig h a spiration firms in the UK. This paper will address this
question.

Prior Work

Whilst there has been a great deal of rese arch on the characteristics of high growth firms using business
demography datasets in t erms of firm size, industrial sector, business age and location there has been
less attention paid to th e relative importance of the range of individual characteristics associated with the
high growth aspiration of new firms. So, while we are rea sonably well i nformed a bout t he type s of
businesses who can be classified as high growth, we are perhaps less able to identify the extent to which
we can build a p rofile of t hose individ uals most likely to set u p enterprise which might be described as
gazelles.

Approach

This paper develops an econometric model to isolate those individual characteristics associated with high
aspiration firms in the UK. We use the GEM UK merged datasets for 2002-2008 of ~160,000 respondents
to estimate multi-nomial logistic regression models of the determinants of high aspiration entrepreneurship
at the level of the individual. We also seek to control for local and regional socio-economic conditions by
developing a multi-level structure to the econometric analysis.

Results

The mo dels show that hi gh ambition entrepreneurship is a ssociated with th e followin g chara cteristics:
males, graduates, high in come hou seholds, bein g in full-time e mployment, shutting a bu siness in the
previous 12 months and knowing an entrepreneur.

Implications and Value

We have profiled in a robust way the characteristics of those involved in establishing high aspiration firms
in the UK and as a result this has a clear connection to business support policy aimed at stimulating such
start-ups. For example, th e under-representation of women am ong high a spiration entre preneurs in our
analysis provides an opportunity to discuss the implications of these findings for business support policy.
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Abstract

High growth firms continue to attract co nsiderable attention from the aca demic and policy community in
recent years and the recent BERR report summarised the available quantitative and qualitative evidence
forthe UK (BERR, 2008). Thi s p aper d evelops an e conometric model to isolate tho se individu al
characteristics associated with high aspiration firms in the UK. We use the GEM UK merged datasets for
2002-2008 which includes details of ~160,000 respondents to estimate a multi-nomial logistic regression
model of the determinants of high aspiration entrepreneurship at the level of the individual. The models
show that high ambition  entrep reneurship is a ssociated w ith th e fo llowing ¢ haracteristics: ma les,
graduates, high income households, being in full-time employment, shutting a business in the previous 12
months and knowing an entrepreneur.
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Introduction

High G rowth Firms (HGFs) continue to attract considerable attention from t he acade mic and poli cy
community in rece nt years and the rece nt BERR rep ort in the UK summa rised the available quantitative
and qualitative evidence for the UK (BERR, 2008; Anyadike-Danes et al., 2009; Hart et al., 2009). Whilst
there has been a greatd eal of re search on th e char acteristics of high gro wth firm s usi ng bu siness
demography datasets in t erms of firm size, industrial sector, business age and location there has been
less attention paid to the relative imp ortance of the range of ind ividual chara cteristics a ssociated high
growth aspi ration of new firms. We know fro m the recent work of Anyadike-Danes et al., (2009 ) that
using an OE CD e mployment-based de finition of a High G rowth Firm ' there were 11,530 High Growth
Firms in 2008 or around 5.8 per cent of all businesses employing more than 10 people in 2005.

The propensity of High G rowth Firms (HGFs) varies quite m arkedly by se ctor and that the pattern is
broadly similar in both pe riods. Manufacturing has the lowest proportion (around 4%) with Financial and
Business Se rvices the hi ghest (aroun d 8-9%). We foun d Hi gh Gro wth F irms in all sectors of th e
economy. 25-30 per cent were in Business Services. One in five was in the Wholesale and Retail sector
and 12-15 per cent were in Production (primarily manufacturing). The vast majority (70%) of HGFs were
at least five years ol d, making ‘Gazelles’ (firms younger than five) a relative ly small prop ortion of the
population of UK businesses. There were 3,446 Gazelles in the UK in the 2 005 and marginally fewer in
2008 (3,230 firms).

So, while we are reasonably well info rmed about the types of businesses who can be classified as high
growth, we are perhaps less able to identify the extent to which we can build a profile of those individuals
most likely to set up e nterprise which might be described as gazelles. The main objective of the paper is
to undertake develop a model the likelihood of an individual reporting that they aspire to high growth as
defined by th e number of jobs they intend to create after 5 years. We do thi s through an econometric
investigation of the Gl obal Entrepreneurship Monitor (GEM) UK datasets for 2002-08 which include data
on around 160,000 individuals aged between 18 and 64 years.

What we know about the Founders of High Growth Start-ups

Previous re search o n the growth of n ew firms has predominantly focuse d o n the actu al size of the

business and recent research by the authors of this paper have updated that evidence for the UK (Hart et
al., 2009; Anyadike-Danes et al., 2009). However, we are interested here in another important dimension
of the theoret ical framework which seeks to explain the gro wth of firm s in their early years, namely the

individual characteristics of the founder or founders of the business. In particular, this paper concentrates
upon demographic (e.g., a ge, sex, ethnicity) and attri bute (e.g., e ducation, household income) variables
and does not include a comprehensive set of mo re cognitive variables which seek to capture pe rceived
competence and personal goals. The reason for this is solely related to the set of variable s contained
with in the GEM dataset s but ther e are data on some aspect s of this area of research which will be

included in the analysis: - perception of start-up skills and ‘knowledge’ of an entrepreneur.

Previous empirical research indicate that the entre preneurial attributes most likely to influen ce the growth
trajectory of new start-up businesses are a combination of motivation, work skills and information (e.g.,

Barkham, 1994, Birley and We sthead, 2004; Barkh am et al., 1996). Ho wever, one of the critici sms of
much of this previous research that has been advanced is set out by Delmar and Davidsson (2006) who
argue that many of the studies are retrospective once the business has been launched and suffer from the
twin weaknesses of ‘hindsight biases’ (poor recollection of what actually happened) and positive selection
biases (data available on only those u p and ru nning a business). Their own longitudinal research on

L A firm is defined as being High Growth if and achieves an average annualised employment growth greater than 20% over a three
year period and it has a minimum of 10 employees at the beginning of the period.




Sweden focused on the firm si ze expectations of nascent entre preneurs and reported that almost two-
thirds indicated that they did not expect to employ more than one employee after 5 years. They conclude
that the initial size at sta rt-up was a major explanatory factor in th eir models of expects futu re size but
other factors that did improve the predictive capacity of the model related to aspects of the ‘ commitment’
of the founder(s) to the business — that is, formal legal incorporation of the b usiness, dependency on the
business as a main source of income, growth as an explicit goal.

Whilst we do not have a longitudinal sample in the GEM UK dataset we are, however, able to develop the
empirical re search along the lines proposed by Delmar and Davidsson (2006) by exa mining the future
size expectations of nascent and new business owners. Previous research using the GEM Global dataset
(2000-06) ha s fou nd th at high -expectation a nd high-growth entrepreneurs rep resento nly a small
percentage o f all entrepre neurial activity (Autio , 2007). Eventh ough 12.3 p er ce nt of the adult-a ge
population in countries that participated in the GEM study are active in emerging and new entrepreneurial
businesses, only 6.5 per cent of ne w entrepreneurs (owner-managers of ent repreneurial firms le ss than
42 month s ol d) expe cted to have 20 o r more job s in five years’ time. Even though hig h-expectation
entrepreneurship (as defined in thi s way) is rare, its contribution to expecte d job cre ation is imp ortant.
Nascent and new entrepreneurs expecting to create more than 100 jobs in five years re present only 1.7
per cent of all nascent and new entrepreneurs, yet they expect to create nearly 50 per cent of all expected
jobs. Almost 90 per cent of all expected new jobs are foreseen by less than one-quarter of nascent and
new entrepreneurs (Autio, 2007). Th e analysis of the individ ual characteristics revealed that education
and h ousehold income, a s well as entrepreneurial activities a nd attitudes, a ppear imp ortant for high-
expectation and hig h-growth entrep reneurship. Hi gh-expectation and hi gh-growth ent repreneurs a re
better educated (i.e., grad uates) than other entrepreneurs and the general population. High-expectation
and high-growth entrepreneurs are also likely to b e wealthier than other entrepreneurs and the ge neral
population.

Data and Methodology

We use the GEM question asking about the “number of job s anticipated after 5 years” a s a measure of
entrepreneurial ambition. Conceptually, we develop a framework which argues that the degree of risk
aversion a ssociated with growing a b usiness is rel ated to a bu ndle of indivi dual characteristics which
mediate the probability of aspiring to growth. For ex ample, we might imagine that the level of education,
migrant status or ethnicity of an individual in the pr ocess of setting up a new business venture will impact
upon the degree of risk-aversion as measured by the anticipated scale of the business and the associated
financial retu rns. Mo re specifically, the de gree of risk ave rsion within a g roup of n ascentand new
business e ntrepreneurs, as me asured in very si mple term s asthe d esire to move beyond self-
employment, may vary accordi ngto a person’s eth nic ba ckground or thei r stock of huma n capital a s
proxied by their level of education.

An individual in the process of establishing a new business venture (nascent or new business) may aspire
to being one of three possible categ ories with re spect to the future growth expe ctations of the busin ess:
just one job (i.e., the resp ondent only, which we lab el ‘one’ wh en we rep ort the results), two to five job s
(labelled 'two ’); and six pl us job s (la belled ’six’). A multinomia |logit model was e stimated with the
‘number of jobs anticipated after 5 years” as the dependent variable, with 'one’ as the baseline outcome
or comparison group. The numbe r of observation s in each of these o utcome categories is as follo ws:
1,102 in the baseline outcome of ‘one’; 911 in ‘two’ and 925 in ‘six’.

The independent variables used in the multinomial regression models are as follows (Table 1). We are
naturally constrained by the range of variables collected as part of the GEM UK survey. The key variables
here a re the demog raphic ch aracteristics of the re spondent (a ge, sex and ethnicity), some pe rsonal
attributes (household income, migran t status, em ployment sta tus, edu cation), and thei r attitudes to
entrepreneurship (confidence about the possession of start-up skills; fear of f ailure would prevent them
starting a business; perception of the op portunities for start-up in the local area in the next 6 months and
whether th ey kn ew an e ntrepreneurs in the previous 12 months). In ad dition, we in clude two othe r
variables related to recent entrepreneurial behaviour: had they invested in another business and whether
they had shut a business in the last 12 months.

Entrepreneurial attitudes, as me asured in the GEM survey, are important for our m odels designed to
isolate the individual characteristics asso ciated with high a mbition entreprene urship. F or example, the
extent to which people think there are good opportunities for starting a business, or the level of risk that
individuals m ight be willin g to beara nd individual s’ perception of their own skill s, kno wledge and




experience in business creation. In addition, in the GEM survey design, all the entrepreneurs but only half
(randomly selected) of non-entrepreneurs in the sample are asked all the attitudinal que stions; this would
reduce the UK sample size considerably.

Table 1: Independent Variables for the Multinomial Models

\ELEI Sub-Groups Early TEA, TEA, Sample
Stage expects to expects Size
Entrepren employ at to (n=)
eurship least 6 employ
(TEA jobsin5 at least
Rate) years time 20 jobs
in5
years
time
Gender Male: 8.0 2.7 1.2 61,555
Female: 3.9 0.9 0.3 58,531
Age 18-24: 5.2 2.0 0.8 13,357
25-34 7.2 2.3 0.9 25,785
35-44: 7.3 2.2 0.9 31,406
45-54 5.7 1.6 0.7 27,025
55-64: 3.6 0.9 0.4 22,511
Ethnic Status White: 5.7 1.7 0.7 109,235
Mixed: 8.9 3.6 1.4 2,172
Asian: 8.2 3.2 1.3 5,784
Black: 10.1 3.7 1.3 2,895
Recent Migrant Recent migrant: 8.0 2.8 1.3 14,326
(arrived in regionle  ss | other: 5.7 1.7 0.7 105,759
than 5 years ago)
Education No qualifications: 3.4 0.8 0.3 11,441
Some qualifications: 55 1.6 0.6 68,870
Graduate qualifications: 7.6 2.5 1.2 39,775
Income” <£11.5k: 4.1 1.2 0.5 15,896
£11.5k - £29.999k: 5.1 1.2 0.4 47,282
£30k - £99.999: 6.8 2.2 0.9 52,026
>=£100k: 12.9 5.4 3.2 4,880
Informal Investor Yes: 234 10.7 6.6 1,771
in last 3 years No: 5.7 1.7 0.7 118,313
Shutdown a Yes: 204 7.0 3.8 2,414
business i n last No: 5.7 1.7 0.7 117,671
year

All the includ ed individu al-level variable s refle ct cu rrent con ceptual thinkin g o n the po ssible ran ge of
demographic factors that determine the likelihood of an individual engaging in an entrepreneurial act (see
e.g. Levie, 2007). Table 1 also shows the TEA values for different categories of these variables, and also
for two measures of High Expectation Entrepreneurial Activity: the estimated percentage of TEA positive
individuals in the UK population that expect to employ at least 6 and at least 20 people in 5 years time,
respectively. We would expect that some of these variables, such as education, income, and experience
would have relatively stronger effects on high expectation, and Table 1 shows that this is indeed the case.
Gender is al so a stron ger differentiator of high expe ctation entre preneurial activity than of TEA. It is not
possible to gauge from these univariate statistics whether this is because of differences in other variables
such as income or exp erience or due to a distin ct gend er effe ct. The following section of the pape r
present the result s of a multinomial | ogit model to understan d more cl early the relative importa nce of
these independent variables.




Results
The Base Model

If self-employment (one) is the baseline outcome then for each individual the “log odds ratio” of outcome
‘two’ (2-5 jobs) and ‘six’ (6+ jobs) relative to outcome ‘one’ can be estimated using a multin omial logistic
regression model. Since 'one’ is the baseline outcome, the estimated odds ratios (ORs) on ’‘two’ and ’six’
for e ach of t he independent varia bles are readily i nterpretable measures of the factor associated with
ambitious entrepreneurship. A positive/negative coefficient on the independent variables implies that the
odds ratio (i.e., the ratio of the proba bility of outco me ‘two’ or ‘six’ to the p robability of o utcome ‘one’)
increases/decreases with an increase in the value of the variable.

Figure 1 provides a graphical overview of the results: for each variable two points have been plotted, the
lower is for 'two’ the upp er 'six’. The va riables have been organised by increasing size of the odds ratio
for 'two’ and they range from thirdage (the individual was aged 50 years and over) which has the smallest
odds ratio (around 0.6) to ethnicity (non-white) with the largest (around 3). Notice first of a Il the set of
variables with odd s ratio s close to 1 —thatis, = educ (graduate); suskill ( possess s tart-up skills) and
migrant (not a life-long resident in the region) have odds ratios that are not significantly different from 1,
so these variables are not associated with ambitious entrepreneurship (Table 2). Ethnicity is at the other
end of the scale, with non-white respondents being between two or three times more likely to be ambitious
entrepreneurs. Men are signifi cantly more likely than women to be seeking to establi sh new ve ntures
which will employ more than 6 people after five years. The odds ratio for sex is significantly different from
1 and is larger in the ‘six’ outcome compared to the ‘two’ outcome category.

Figure 1: Multinomial logit start-up by jobs expected in 5 years: odds ratios
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estimated odds ratios (base case: 1 job)
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Shutbus (respondent shut a business in the previous 12 months) is in a slightly different category as the
odds ratio for ’six’ i s significantly different from 1, but that for 'two’ it is not (we will | ook later at a more
formal test of differences between the outcomes ’'two’ and ’six’). Another aspect of busin ess activity is
represented by whether the respondent had made an in formal investment in another business venture.
Table 1 shows that the odds ration for infinv is significantly different from 1 andi s higherin th e ‘six’
outcome category. Bein g in full-time employment (fulltime)is an impo rtant characte ristic (o dds ratio
significantly different from 1) of tho se individuals who indicate that they intend t o employ other people in
their business, and particularly more than 6 persons. At the very least this hi ghlights the importance of
participation in the labour market for bu siness growth and may also reflect the process of new business
creation with growth potential ‘spinning out’ from existing businesses.




There are only two varia bles 'below the line’: thirdage and fearfail. Evidently these m ake ambitio us
entrepreneurship less likely — an individual aged 50 years or more, for example, is around two-thirds less
likely to be an ambitiou s entrepreneur. The odds rati os for the remainin g two GEM attitudinal variabl es
(know an entrepreneur in the last 12 months — knowent; good opportunities for start-up in next 6 months
— opport) are both significantly different from 1 and are larger in the ‘six’ outcome category.

Table 2a: Multinomial logit start-up by jobs expected in 5 years: odds ratios

(Base case: one job)

Odds ratio Std err z-value 95%L 95%U

Two to five jobs

Thirdage 0.62 0.07 -4.24 0.50 0.78

(age 50=1; O=otherwise)

Sex (Male=1; Female=0) | 1.43 0.14 3.66 1.18 1.73

Income ( Highin come | 1.22 0.12 2.02 1.01 1.47
household=1;
O=otherwise)

Educ (grad uate=1; 0= | 0.89 0.09 -1.21 0.73 1.08
otherwise)

Ethnicity (Non-White =1; | 2.43 0.50 4.34 1.63 3.64
O=otherwise)

Migrant (Migrant=1; Non- | 1.08 0.15 0.54 0.82 1.41
migrant=0)

Fulltime (Full-t ime | 1.35 0.14 2.87 1.10 1.66
employment=1;
O=otherwise)

Infinv (informal 1.63 0.37 213 1.04 2.55
investor=1; 0=not)

Shutbus (sh ut al|1.19 0.24 0.86 0.80 1.75
businessin last 12
months=1; 0=not)

Suskill ( possessth e | 1.10 0.16 0.66 0.83 1.47
skillsf orst art-up=1;
O=otherwise)

Fearfail (fear of failure 0.75 0.09 -2.51 0.59 0.94
would prev ent start-
up=1; no=0)

Opport (goo d| 140 0.13 3.55 1.16 1.68
opportunities for  start-
up=1; no=0)

Knowent (kno w an | 1.38 0.13 3.37 1.14 1.66
entrepreneur in previo us
12 months=1; no=0)




Table 2b:

(Base case: one job)

Multinomial logit start-up by jobs expected in 5 years: odds ratios

Odds ratio Std err z-value 95%L 95%U
Six or more jobs
Thirdage 0.68 0.08 -3.35 0.55 0.85
(age 50=1; O=otherwise)
Sex (Male=1; Female=0) | 1.74 0.18 5.41 1.42 212
Income ( Highin come | 1.64 0.16 4.92 1.35 1.99
household=1;
O=otherwise)
Educ (grad uate=1; 0= 1.06 0.1 0.58 0.87 1.29
otherwise)
Ethnicity (Non-White =1; | 2.91 0.60 5.18 1.94 4.36
O=otherwise)
Migrant (Migrant=1; Non- | 1.26 0.17 1.66 0.96 1.65
migrant=0)
Fulltime (Full-t ime | 1.74 0.20 4.92 1.40 217
employment=1;
O=otherwise)
Infinv (informal 2.06 0.45 3.28 1.34 3.16
investor=1; 0=not)
Shutbus (sh ut a| 1.65 0.31 2.64 1.14 2.39
businessin last 12
months=1; 0=not)
Suskill (  possessth e | 1.21 0.20 1.21 0.89 1.67
skillsf orst art-up=1;
O=otherwise)
Fearfail (fear of failure 0.64 0.08 -3.63 0.50 0.81
would prev  ent start-
up=1; no=0)
Opport (goo d| 1.60 0.16 4.83 1.32 1.94
opportunities for  start-
up=1; no=0)
Knowent (kno w an | 1.83 0.18 6.20 1.51 2.22

entrepreneur in previo us
12 months=1; no=0)




It is worth testing right at the outset whether there is sufficient difference between the three categories of
anticipated j obs, given t he varia bles, to justify di stinguishing them. The Cramer-Ridder test results
reported in T able 3 confirm what we might have infe rred from the number of significant odd s ratios in
Table 2and b, the hypothesis that any of the categories should be pooled is decisively rejected.

Table 3: Cramer-Ridder test for combining outcome categories

HO: candidates for pooling have the same regressor coefficients

InL InLr LR p>chi square
two:six -3038.7 -3107.1 136.8 0.00
two:one -3038.7 -3202.9 328.3 0.00
six:one -3038.7 -3069.6 61.7 0.00

Note: degrees of freedom for chi square: 13

Next, Table 4 reports a set of variable by variable tests of the hypothesis that the coefficients on 'two’ are
not different from those on ’'six’. The results are mixed. We can decisively reject the hypothesis in seven
cases: that is, for thirdag e; ethnicity; migra nt; infi nv; suskill; fea rfail and opport there is no si gnificant
difference between the coefficients on ‘two’ and ‘six’ and we are decisively unable to reject the hypothesis
in 3 cases: that is, for income; fulltime and knowent The remaining three, are not rejected, but are close to
the boundary: that is, sex, educ and shutbus. Earlier we saw that shutbus for two’ was not different from
the baseline outcome (odds ratio of 1), but we now know that shutbus does — like sex; educ; income;
fulltime and knowent — help to distinguish high’ ambition (’six’) entrepreneurs from those who are slightly
less ambitious ('two’). The ratio of the odds ratio of 'six’ to the odds ratio of 'two’ is a point estimate of the
difference between ’high’ and not so high ambition. However, it is worth remembering that the precision
of these comparisons vary, as indicated by the results in Table 3.

Table 4: Significance test for difference between coefficients: two vs six
Chi square p> chi square
Thirdage 0.57 0.45
Sex 3.44 0.06
Income 8.75 0.00
Educ 3.13 0.08
Ethnicity 1.12 0.29
Migrant 1.31 0.25
Fulltime 4.62 0.03
Infinv 1.48 0.22
Shutbus 3.37 0.07
Suskill 0.34 0.56
Fearfail 1.52 0.22
Opport 1.89 0.17
Knowent 8.41 0.00




For mo st variable s, the ’six’ outcome i s between 10 and 20 p er ce nt high er than the 'two’ outcome.
Shutbus is 40 per cent higher but we know that the differen ce between the two odds ratios is n ot very
precisely determined. Injustone ca seist he ratio of the two odds ratios  less than uni ty, fearfail -
evidently fear of failure i s not connected to any mo del of ‘high’ ambition e ntrepreneurship. The si mple
interpretation of the model is that high ambition entrepreneurship in the UK, as measured within the GEM
Global project, is stro ngly associated with the followi ng characteristics: males, high income households,
graduates, being in full-time work, ha ving shuta business in the previous 12 months and knowing an
entrepreneur.

Extending the model: 'not an entrepreneur’ as the baseline outcome

'High’ ambition entrepreneurship can be put into a broader context by extending the dependent variable to
include those who are n ot nascent ent repreneurs or new bu siness owners (i.e., 'not tea’ in the GEM
notation where TEA i s the definition of an early stage entrepreneur), and making 'not tea’ t he baseline
outcome. The number of observations in each of th ese outcome categories is as follows: 55,403 in the
baseline outcome of ‘non-TEA’; 1,102 in ‘one’; 911 in ‘two’ and 925 in ‘six’. We can then estimate odds
ratios for all three outcome categories of entrepreneurial ambition: that is, ’one’; 'two’ and ’six’.

Figure 2 is constructe d along similar lines to Figu re 1, except there a re now, of course, three lin es for
each variable and in order to make the contrasts clear the variables have been plotted in the same o rder
as before, with Table 5a to5c providing the detail for each outcome. The feature of the plot which stands
out is suskill: probably unsurprisingly, anyone engaged in a start-up is much more likely to believe th at
they have the kno wledge or skill to start up a bu  siness, appa rently six times mo re likely. Al though
individual attitudes to entrepreneurship (adequate skills, fear of failure, opportunity perception, knowledge
of another start-up entrepreneur) are used in this model, there is a possible issue over the endogeneity of
these questions. It has been argued (Bosma et al., 2008) th at entrep reneurs might feel compelled to
answer these questions in the affirmative.

Apart from the expected 'deterrent’ effect of thirdage and fearfail, it is interesting to see odds ratios of
less than unity for the ‘one’ category for variables: income; fulltime; and ethnicity. For most of the rest of
the variables there is a clear (increasing) ordering across the a mbition cate gories from ‘o ne’ to ‘six’: in
particular for shutbus; sex; infinv, knowent and opport. In brief, and leaving aside the self-reported
attitudinal variables, being a male, having shut a bu siness and also having mad e an informal investment
in another business are the key characteristics of individuals who aspire to high ambition entrepreneurship
compared to the baseline outcome of not being involved in a new venture creation.

Figure 2: Multinomial logit start-up by jobs expected in 5 years: odds ratios

jobs expected after 5 years:
estimated odds ratios (base case: not tea)
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Table 5a: Multinomial logit start-up by jobs expected in 5 years: odds ratios

Base case: not an early-stage entrepreneurs (i.e., nascent and new business owner)

Odds ratio Std err z-value 95%L 95%U
One job
Thirdage 0.78 0.05 -3.64 0.68 0.89
(age 50=1; O=otherwise)
Sex (Male=1; Female=0) 1.06 0.07 0.90 0.93 1.21
Income ( Highin come | 0.84 0.06 -2.64 0.74 0.96
household=1;
O=otherwise)
Educ (grad uate=1; 0= 1.19 0.08 2.64 1.05 1.36
otherwise)
Ethnicity (Non  -White=1; | 0.79 0.13 -1.46 0.57 1.09
O=otherwise)
Migrant (Mi grant=1; Non - | 1.12 0.1 1.16 0.93 1.35
migrant=0)
Fulltime (Ful I-time | 0.83 0.06 -2.76 0.72 0.95
employment=1;
O=otherwise)
Infinv (informal investor=1; | 1.53 0.27 2.38 1.08 2.18
0=not)
Shutbus (shutabu siness | 1.75 0.25 3.87 1.32 2.32
inla st12mo nths=1;
0=not)
Suskill (possess the skills | 5.82 0.53 19.45 4.87 6.95
fors tart-up=1;
O=otherwise)
Fearfail (fear of failure 0.71 0.05 -4.84 0.61 0.81
would p revent sta rt-up=1;
no=0)
Opport (good opportunities | 2.04 0.13 11.27 1.80 2.31
for start-up=1; no=0)
Knowent (kn ow an | 1.51 0.10 6.25 1.32 1.71
entrepreneur in previo us
12 months=1; no=0)




Table 5b: Multinomial logit start-up by jobs expected in 5 years: odds ratios

Base case: not an early-stage entrepreneurs (i.e., nascent and new business owner)

Odds ratio Std err z-value 95%L 95%U

Two to five jobs

Thirdage 0.48 0.04 -8.26 0.41 0.58

(age 50=1; O=otherwise)

Sex (Male=1; Female=0) | 1.47 0.1 5.22 1.27 1.71

Income (Hi gh income | 0.99 0.07 -0.11 0.86 1.15
household=1;
O=otherwise)

Educ (g raduate=1; 0= 0.97 0.07 -0.44 0.84 1.12
otherwise)

Ethnicity (Non-White =1; | 1.79 0.23 4.56 1.39 2.29
O=otherwise)

Migrant (Migrant=1; Non- | 1.15 0.12 1.34 0.94 1.40
migrant=0)

Fulltime (Full -time | 1.09 0.09 1.08 0.93 1.29
employment=1;
O=otherwise)

Infinv (informal 2.20 0.34 5.03 1.62 2.98
investor=1; 0=not)

Shutbus (shut a business | 2.05 0.30 4.96 1.54 272
in last 12 months=1;
0=not)

Suskill (possess the skills | 5.99 0.67 16.13 4.82 7.45
for start-up= 1;
O=otherwise)

Fearfail (fe ar of fail ure | 0.48 0.04 -8.28 0.41 0.57
would prevent start-up=1;
no=0)

Opport (goo d | 2.69 0.19 13.94 2.34 3.09
opportunities for start-
up=1; no=0)

Knowent (kn  ow an | 1.99 0.14 9.64 1.73 2.29
entrepreneur in previous
12 months=1; no=0)




Table 5c: Multinomial logit start-up by jobs expected in 5 years: odds ratios

Base case: not an early-stage entrepreneurs (i.e., nascent and new business owner)

Odds ratio Std err z-value 95%L 95%U

Six or more jobs

Thirdage 0.56 0.05 -6.74 0.47 0.66

(age 50=1; O=otherwise)

Sex (Male=1; Female=0) | 1.74 0.13 7.21 1.50 2.03

Income (Hi gh income | 1.32 0.10 3.61 1.13 1.53
household=1;
O=otherwise)

Educ (g raduate=1; 0= 1.13 0.08 1.67 0.98 1.30
otherwise)

Ethnicity (Non-White =1; | 2.06 0.25 5.87 1.62 2.62
O=otherwise)

Migrant (Mig rant=1; Non - | 1.31 0.13 2.80 1.09 1.59
migrant=0)

Fulltime (Full -time | 1.39 0.13 3.65 1.16 1.66
employment=1;
O=otherwise)

Infinv (informal 2.63 0.36 7.10 2.01 3.43
investor=1; 0=not)

Shutbus (shut a business | 2.83 0.36 8.26 2.21 3.63
in last 12 months=1;
0=not)

Suskill (possess the skills | 6.21 0.76 14.90 4.88 7.90
for start-up= 1;
O=otherwise)

Fearfail (fe ar of fail ure | 0.39 0.04 -9.87 0.32 0.47
would prevent start-up=1;
no=0)

Opport (goo d| 2.86 0.21 14.54 2.48 3.30
opportunities for start-
up=1; no=0)

Knowent (kn  ow an | 2.66 0.20 13.32 2.30 3.07
entrepreneur in previous
12 months=1; no=0)




Conclusions

It has been established elsewhere that in the UK just under a third of HGFs can be classified as gazelles
(Hart et al., 2009; Anyadike-Danes et al., 2009). Whilst we can describe in some detail the characteristics
of these gazelles the business demography dataset remains silent about the i ndividuals setting up the se
businesses. To address this issue we use the GEM UK pooled dataset for 2002-08 to analyse the growth
potential (as measured by a predictio n of the number of jobs after 5 years) of n ascent and new business
owners. Overall, we h ave data on ~3,00 0 ne w busi nesses which we divided into three out come
categories: self-employment, 2-5 employees and 6 employees and over.

Our i nvestigation into th e characte ristics of hig h ambition entrepreneurs (i. e., 6+ employeesinour
analysis) points to what might be termed an ‘alp ha-male’ type profile. The simple inte rpretation of th e
model is that high ambitio n entre preneurship in the UK, as me asured within the GEM Glo bal project, is
strongly associated with the following characteristics: males, high income households, graduates, being in
full-time work, having shut a bu siness in the prev ious 12 months and knowing an entrepreneur. This is
consistent with the conclusions of Autio (2 007) in his study of the GEM Gl obal i nternational datasets
Using the base case as a ‘non-entrepreneur’ the results show that being a m ale, being a member of a
non-White ethnic group, having shut a business and also having made an informal investment in another
business are the key characteristics of individuals who aspire to high ambition entrepreneurship compared
to the b aseline outcome of not b eing involved in a new venture creation. The analysis in this paper has
provided further evidence of the nat ure of the p rofile of individu als who are more likely to be associated
with high growth enterprises. The difficulty is what does this mean for the design and implementation of
enterprise policy, and start-up policy in particular?

For exam ple, the finding s with re spect to gend er are an important conclusion in the context of recent
policy initiatives in the UK designed to increase the number of growth-ori ented women-led businesses.
For example, the Strategi ¢ F ramework for Women'’s Ente rprise published in May 20 03 advocated a
collective long-term approach to the development of women’s enterprise. Its a mbitious objective was to
“significantly increa set he num bers of wome n starting and gro wing businesses i n the UK, to
proportionately match or exceed the level achi eved in the USA”. Morere  cently, the UK Women' s
Enterprise Task Force report on “G reater Return on Women’s Enterprise — GROWE” has agai n
emphasised the im portance of creating opportunities to increase the quantity, scalability a nd success of
women'’s enterprise (WETF, 2009). Our findings p oint to the scale of the challen ge facing this policy
objective with respect to busin ess growth and highli ght the importance of p revious business ownership
and informal investment activity in other businesses — currently activities dominated by males.

Further, almost all the a cademic literature reflects the fact that “women a re not a homogenous group”. It
is, the refore, impo rtant to re cognize t hat there is no o ne grou p of women, no on e g roup of female
entrepreneurs a nd e qually no on e g roup of “g rowth orientated” femal e ent repreneurs. Gun dry a nd
Welsch (2001) highlighted the range of strategic paths chosen by women entrepreneurs and the extent to
which some of them led to the gro wth of the business. The key conclusion from their study of over 80 0
women entrepreneurs across a range of sectors was that high growth oriented wome n e ntrepreneurs
adopted a more st ructured approach to organising their business with a key emphasis upon market and
technological change, a team-based form of organisational design.

More recent rese arch on the growth orientation of women-led businesses in one English re gion (East of
England) rea ched the foll owing con clusions (Hart a nd O’ Reilly, 2007 ). First, previou s la bour m arket
experience is critical in shaping the businesses which women establish. Career history is vital in providing
female entrepreneurs with the skills, networks and confidence to start up a business. It also has a crucial
part to play i n determining the type of busin esses established by women a nd strongly linked to thi s the
“high growth” potential th at they might achieve. Second, for many female entrepreneurs the motivations
to start up in business are inextricably linked to “the family”. The flexibility that business ownership affords
is a key driver in this decision. However, these personal factors have a strong influence on the ability of
such businesses to be su stainable and grow. Third, it has often b een argued that female e ntrepreneurs
tend to locate themselves in sectors where growth potential can be limited. While this i s largely the case
for the East of England a nd nation ally, our research has demonstrated th at there i s a stock of la rge,
women-led businesses in the East of England and He rtfordshire, ope rating across th e p roduction and
service sectors, making an important contribution to the regional economy and demonstrating significant
potential for growth. Fou rth, many female entrepreneu rs b elieve that their busin ess has “high growth”
potential as opposed to being “high growth”. However, few of the se entrepreneurs have any formalized
plans for growth. Fifth, only a small number of the female entrepreneurs felt that their g ender had a
detrimental e ffect on th ese a spects of the b usiness. Fin ally, in keepi ng with much of t he a cademic
literature, the re was a general aver sion by the fe male e ntrepreneurs to d ebt finan ce. Most of th e




entrepreneurs were uncomfortable with debt and f ew accessed external fina nce in eith er starting up in
business o r for any gro wth plan s which they mi ght have. Potential un  dercapitalization of these
businesses at start-up i s believed to h ave signifi cant implication s on the futu re growth of women -led
businesses. Further, some avoided growth because they did not want to take on debt.

Finally, the result s provid e som e impl ications fo r t he deb ate a round the constant tra de-off betwee n
numbers and quality. Should gove rnments provide much support for many or a little supp ort for afe w
growth-oriented bu sinesses? Ove rall, the impo rtance of high-gro wth entrepre neurship for job creation
would app ear to su ggest the need fo r greater selectivity in UK enterp rise policy, but such a policy
emphasis also raises difficult issue s concerning what entrepreneurial ventures to sele ct for support, how
to select them, and who should be making those selections. Entrepreneurial growth is famously easy to
predict after growth has occurred, but not before. The re sults presented here would suggest a poli cy
which emp hasises the im portance of t he ch aracteristics of the individual a nd how the correlate with
growth expectations. However, thisi s only a pa rtial examination of wh at chara cterises high gro wth
businesses and as other research has revealed there is a need to examine in more detailed the strategic
choices adopted by founder(s) in the e arly years of operation. The GEM UK data ha s clearly profiled the
individual a nd the task remain s to e xamine the types of bu sinesses they have esta blished an d the
orientation of the busine sses in terms of market or ientation, innovation and fin ancing. We have data on

these aspects of business growth and that will form the next stage of the research.
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