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Chapter 1 — General introduction

CHAPTER 1

General introduction

Entrepreneurship is defined as the identificatiod exploitation of business
opportunities to create new products and servisharie & Venkatamaran, 2000).
Research shows that entrepreneurship contributesotmomic growth and employment
creation and is also a driving force for innovat(@arree & Thurik, 2003, 2008;
Czarnitzki & Kraft, 2004; Mead & Liedholm, 1998; Gihk, Carree, van Stel, &
Audretsch, 2008; van Praag & Versloot, 2007). Tioges entrepreneurship is an
important means for economic development and ppadiviation (Gries & Naudé,
2010; Mead & Liedholm, 1998; Naudé, Gries, Woodyl&intjies, 2008; Parker & van
Praag, 2006; Reynolds, 2012; Thurik et al., 20@8; Stel & Storey, 2004).

Due to the relevance of entrepreneurship, scholdt$or research that
contributes to the understanding of successfulnessi creation (Bruton, Ketchen Jr., &
Ireland, 2013; Bruton, 2010; Busenitz et al., 20B8artner, 1985; Hisrich, Langan-Fox,
& Grant, 2007; Shane & Venkatamaran, 2000; Shab@3) In order to best understand
new venture creation, research needs to investigatesrs of entrepreneurship (Wright,
Filatotchev, Hoskisson, & Peng, 2005). A barrietthas received wide attention in the
literature on new venture creation is financialuiegments (Chandler & Hanks, 1998;
Ho & Wong, 2007). Financial requirements regardinginess creation are defined as
the initial amount of capital that is needed tatsacbusiness (Chandler & Hanks, 1998).
Scholars argue that financial requirements arengny barrier for new venture creation,
as most people who start a businesses have diifisuh acquiring the necessary
amount of capital needed for starting the busire@eck, Demirguc-Kunt, & Martinez
Peria, 2008; Ho & Wong, 2007). People face problemeceiving start-up capital
since it is difficult for them to acquire capitabi the formal financial sector (Beck et

al., 2008). For example, people in the start-ug@se cannot guarantee that their
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businesses will be profitable and they often dohase sufficient collaterals that enable
them to receive loans from banks (Beck et al., 200Bus, people who start a business
often face limited access to capital. These limmitaccess to capital are also called
capital constraints (Banerjee & Newman, 1993; Bfdllosver & Oswald, 1998; Evans

& Jovanovic, 1989; Ho & Wong, 2007; Holtz-Eakinulfaian, & Rosen, 1994; van
Auken, 1999; van Gelderen, Thurik, & Bosma, 2005).

Scholars argue that improving access to capitaliges a solution for the
problem of financial requirements and capital cansts (De Mel, McKenzie, &
Woodruff, 2008; Ho & Wong, 2007; Wiklund & ShepheBD03). They reason that
improved access to capital enhances businessamg8@nerjee & Newman, 2013;
Blanchflower & Oswald, 1998; Ho & Wong, 2007; HeEakin et al., 1994).
Particularly in developing countries, scholars prattitioners regard improvements in
access to capital as a major solution to suppaevtventure creation (Beck &
Demirguc-Kunt, 2008; De Mel et al., 2008; Naudd@let2008; Yunus, 1999). However,
besides improving access to capital, there arenaltige solutions that help to deal with
the problems of financial requirements and capitaistraints in the process of new
venture creation. For example, research showsekparience in starting a business can
offset a lack of financial capital (Chandler & Hankk998). Chandler and colleagues
(1998) revealed in their study that people withexignce in new venture creation were
able to start businesses with lower levels of faiaincapital than people, who had less
experience in business creation. This impliesttiete are additional potential factors,
apart from improving access to capital, that alfomother ways to overcome the
problem of financial requirements and capital casts.

In this dissertation, | argue that a possible meéamsaster financial requirements
and capital constraints in business creation isairiented entrepreneurship training.
| draw on action-regulation theory (Frese & Zaf§94,; Frese, 2009; Hacker, 1998),
theories supporting an interactionist approach [&nfl Edwards, 1986; Gielnik &
Frese, 2013; Terborg, 1981; Welter & Smallbone,13@hd on theories about career
development (Arthur & Rousseau, 2001; Arthur, 19scoe, Hall, & Frautschy
DeMuth, 2006; Briscoe & Hall, 2006; Hall, 1996; Bedn & Arthur, 2006) to reason
that action-oriented entrepreneurship trainingvedldor handling financial requirements
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and capital constraints with regard to businesatume. Specifically, | argue that action-
oriented entrepreneurship training helps to detl fimancial requirements and capital
constraints in two ways: First, the training redutiee negative effect of capital
constraints on business creation through the dpwesat of financial mental modéls
Second, the training supports finding employmeick r@eeiving employment income,

which enable businesses creation.

1.1 Contributions to the literature
This dissertation has several contributions tditheature:

First, the present dissertation contributes tditheature that investigates financial
aspects in entrepreneurship and adds to the uaddmsg of financial requirements and
capital constraints in new venture creation. livptes insights into the underlying
mechanisms in business creation that allow for enexg the problem of financial
requirements and capital constraints. The predesédation contributes to research in
this field, because it considers moderating fadioas allow understanding under which
conditions financial aspects have an effect onriass creation and under which
conditions the negative effect is reduced. Furtties, dissertation adds to the
understanding of individual characteristics, sugfi@ancial mental models, with regard

to business creation and capital constraints.

Second, this dissertation adds to the understaradiegtrepreneurship education
and training. Scholars in the field of entrepresaipy education and training emphasize
the need for research investigating the effecentfepreneurship training on students’
entrepreneurial careers (Pittaway & Cope, 2007;evanhoven & Liguori, 2013). The
literature on entrepreneurship education and tgitacks empirical evidence about the
influence of entrepreneurship training on paraaits’ entrepreneurial careers (Pittaway
& Cope, 2007). Particularly, research in the fiefebntrepreneurship training neglect
the influence that entrepreneurship training hasraployment (Pittaway & Cope,

2007). Additionally, the understanding about efeuft entrepreneurship training on

! Financial mental models are cognitive represamatdf financial aspects, such as cash-flow ofitpro
margins that help to interpret information and lftatie carrying out actions (Baron & Ensley, 2066gse
& Zapf, 1994) . Financial mental models will be ciéised in detail in chapter 3.

10
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students’ business creation is still limited (Riég & Cope, 2007; Vanevenhoven &
Liguori, 2013). This dissertation adds to addregsins gap in the literature by
examining the effects of action-oriented entrepuesi@p training on students’ career

development with regard to employment and self-eympent.

Third, this dissertation uses a rigorous methodptogstudy training effects. In
the field of entrepreneurship education and trgnresearch is lacking rigorous
research designs (Martin, McNally, & Kay, 2013; Maikie & Woodruff, 2012).
Entrepreneurship scholars call for longitudinabeesh and randomized controlled
experiments that examine effects of entreprenepiesthiication and training (Martin et
al., 2013; McKenzie & Woodruff, 2012). In the presdissertation, | follow this call
and conduct a randomized controlled field experiméth a longitudinal pre-/posttest
design that studies effects of action-orientedegmémeurship training over a period of

21 months.

1.2 The conception of the dissertation

In this dissertation, | examine effects of actiarented entrepreneurship training
and its role for capital requirements from a psyag@al point of view. The present
dissertation is structured in the following way:

The first chapter provides a general introductibau this dissertation.

The second chapter theoretically examines acti@mtad entrepreneurship
training and its short and long-term effects on wewture creation and success factors
of entrepreneurship (i.e. employment creation, iess’ revenue and owners’ salaries).
In this chapter, | explain the effects of entreaship on economic development and
poverty alleviation and | reason how entreprendprsan be best promoted in
developing countries. | introduce action-orientattrepreneurship training as a possible
means for promoting entrepreneurship in developmgtries. Furthermore, | explain
the trainings’ methodology, which is based on actiegulation-theory (Frese & Zapf,
1994; Frese, 2009; Hacker, 1998) and provide itsiigito short- and long-term effects

of the training. Additionally, | describe two case®d explain how the training can be

11
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sustainably implemented. | conclude with aspectiiture research and the practical
implementations of action-oriented entrepreneurstaiiping.

In the third chapter, | empirically examine unddrieth conditions capital
constraints have or do not have a negative effetiusiness creation. By drawing on
action-regulation theory and theories comprisingnéractionist perspective (Endler &
Edwards, 1986; Gielnik & Frese, 2013; Terborg, 198&lter & Smallbone, 2011) |
develop a theoretical model comprising mediatederaitbn effects. The theoretical
model implies that action-oriented entrepreneursfaiiming reduces the negative effect
of capital constraints on business creation thrdugincial mental models. Specifically,
| hypothesize that action-oriented entrepreneurshiping moderates the relation of
capital constraints and business creation. Furtbexn argue that action-oriented
entrepreneurship training leads to the developrogfibhancial mental models and that
financial mental models mediate the influence dioaecoriented entrepreneurship
training on the relationship between capital caists and business creation. To test the
theoretical model, | conducted a longitudinal studing a randomized controlled field
experiment. The study comprised four measuremewesvaver a period of 21 months.
Results of this study provided empirical supportdar hypotheses and showed that
action-oriented entrepreneurship training dimingsttee negative effect of capital
constraints on business creation through finamagital models. The findings of this
study contribute to the literature, because theyige insights into the conditions that
influence whether capital constraints affect omab affect business creation.
Furthermore, this study suggests that action-agetentrepreneurship training provides
an additional solution for helping to deal with tapconstraints.

In the fourth chapter, | empirically examine a easngath leading from action-
oriented entrepreneurship training to businesgiorea&ia employment and employment
income. | take a career development perspectivied@e et al., 2006) and develop a
theoretical model that assumes an effect of theitigaon employment and employment
income over time. Based on theories about bounelssydr protean careers (Arthur,
1994; Briscoe & Hall, 2006; Hall, 1996; Sullivan/&thur, 2006), | argue that the
effect of the training on employment and employmeabme is particularly strong for
trainees high in control aspiration, meaning highaking responsibility for their work

12
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(Frese, Garst, & Fay, 2007). Furthermore, | hypsitteethat employment and
employment income predict business creation ovee.tiTo test the hypotheses, |
conducted a longitudinal study with four measuretmeaves over a period of 21
months and carried out a randomized controlled exy@at with a training group and a
control group. To analyze the data, | calculatexgin models with random slopes and
hierarchical regression analyses testing combiaggdd effects. Results of the
statistical analyses provided support for the hiypsés. Action-oriented
entrepreneurship training affected employment andleyment income over time.
Control aspiration moderated the effect of thenirag on employment and employment
income in a way that the effect was particulartgsgy for trainees high in control
aspiration. Furthermore, employment and employrmaame led to business creation
over time. This study adds to the understandingntiepreneurship training effects on
the development of students’ careers with regaetrployment and self-employment.
Additionally, this study sheds light on the questimw entrepreneurship training can
support acquiring financial means (in terms of egpient income) and hence lead to

business creation.

In chapter five, | provide a general discussiotheftheoretical chapter and the
two empirical studies. | conclude with suggestitorduture research and practical

implications.

13
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CHAPTER 2

Entrepreneurship training in developing countries

2.1 Abstract

Entrepreneurship is an important driver for a cogigteconomic development: It
has a positive impact on innovation, employmenatioa, productivity growth and
economic growth. To contribute to economic develeptit is, therefore, sensible to
promote entrepreneurship. In this chapter, we desan action-oriented
entrepreneurship training (Student Training forrEpteneurial Promotion - STEP)
which builds on action regulation theory (Frese &%, 1994; Frese, 2009; Hacker,
1998) and successfully promotes entrepreneurshigvaluate the training, we
conducted rigorous evaluation studies that metdsghcientific standards. Our
evaluation studies showed that the training sutelgshanged the mindset of the
trainees, increased business creation (Gielnik ,2@l5), and turned job seekers into
job creators who created employment for themsedwelsfor others. In addition, the
training had positive effects on entrepreneurisibacand business opportunity
identification which, in turn, mediated the effect business creation (Gielnik et al.,
2015). Furthermore, action-oriented entrepreneprshining successfully promoted
serial/portfolio entrepreneursiiipnd led to long-term business success in terms of
revenue and owners’ salary. We describe two casasganda to illustrate how
trainees benefitted from the training and usedsHilés to successfully start and pursue
an entrepreneurial career. The results of our etialus allow us to conclude that the
training is effective in promoting entrepreneurshipsupporting employment creation
and can thus contribute to economic developrient.

2 Serial/portfolio entrepreneurship means to havers# businesses at the same time or to havesit lea
one business prior to the current business (Wedtaeal., 2005).
% The chapter “Entrepreneurship trainings in devielgountries” is published. The reference is:

14
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2.2 Introduction

There are more than a billion people who live ingaty (Collier, 2007; Reynolds,
2012). Twenty-one percent of the population in dgvi@g countries (1.22 billion
people) can only spend 1.25 US dollars or belowyaidl the year 2010 (Olinto, Beegle,
Sobrado, & Uematsu, 2013). In addition to poveatynajor problem for developing
countries is the high rate of unemployment (Intéamal Labour Organization, 2013).
Two thirds of the young population in developingiotyies was unemployed or worked
in irregular employment in the year 2012 (Interoail Labour Organization, 2013;
United Nations Department of Economic and Socidaid, 2013). What will aggravate
the situation is that many more young people witke the future job market. In least
developed countries 40% of the population was yeutigan 15 years in 2012, and 20%
were aged between 15 and 24 years (United Natiepsument of Economic and
Social Affairs, 2013). Consequently, many governtakeand non-governmental bodies
argue that solving the problem of unemploymentfastering employment creation in
developing countries is of high importance (Intéoval Labour Organization, 2013;
United Nations Department of Economic and Socidhité, 2013). A possible
approach to address the issue of unemploymentrspeaneurship since research
shows that entrepreneurship supports employmeatione(Acs, Desai, & Hessels,
2008; Gries & Naudé, 2010; Mead & Liedholm, 199&uNé, Gries, Wood, &

Bischoff, K. M., Gielnik, M. M., Frese. M., & Dlugseh, T. J. (2014). Entrepreneurship training in
developing countries. In W. Reichman (Edhdustrial and Organizational Psychology Serves the
Underserved: Helping the Most Vulnerab{pp. 92-119). Houndmills, UK: Palgrave MacMillan.

This chapter was co-authored by Prof. Dr. Michael@¥lnik (Leuphana University of Liineburg) and
Prof. Dr. Michael Frese (National University of §apore and Leuphana University of Liineburg). |
conceptualized and wrote the book chapter. PrafMichael Frese and Prof. Dr. Michael M. Gielnik
provided intellectual input, conducted the formteidges (cf. Gielnik et al., 2015) and proofread the
paper. Prof. Dr. Michael Frese, Prof. Dr. Micha&l@Gik, and lecturers from Makerere University
Business School, Makerere University, Uganda Ghridtniversity and Kyambogo University, Prof. Dr.
Michael Frese and Prof. Dr. Michael M. Gielnik deaed the training. Regarding the development of
the training, | provided input for the developmehthe training session “business opportunity
identification” and conducted a pre-study that jaled insights relevant for this training sessiors. M
Katja Singleton conducted the linguistic proofremdof the book chapter.

| thank Prof. Dr. Michael Frese, Prof. Dr. Mich&&l Gielnik, and the lecturers from Makerere
University Business School, Makerere Universityadda Christian University, and Kyambogo
University for developing the training. | also tharof. Dr. Michael Frese and Prof. Dr. Michael IGike
for their support and Ms. Katja Singleton for lingfically proofreading the paper.
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Meintjies, 2008; Naudée, 2010, 2012). This impliesttthrough promoting
entrepreneurship it is possible to contribute t@lelyment creation.

Recent research suggests that entrepreneurshlgecsffectively promoted by
entrepreneurship training (Martin et al., 2013; MecKie & Woodruff, 2012). In this
chapter, we seek to present an entrepreneursimptyavhich we developed in order to
foster entrepreneurship and employment creatioa.tiidining we developed is an
action-oriented entrepreneurship training callaed8ht Training for Entrepreneurial
Promotion (STEP). STEP is based on action reguldtieory (Frese & Zapf, 1994;
Frese, 2009; Hacker, 1998). To provide a briebighiiction, we first describe how
entrepreneurship generally contributes to econa®welopment (including
employment creation). We then outline the STEPrvetation, describe its effects on
entrepreneurship, and report the experiences arfdgsional development of two
students who participated in STEP. We concluderbyiging an outlook on future

implementations and planned evaluation studiesI&FS

2.3 Entrepreneurship and economic development

Entrepreneurship is defined as the identificatiod exploitation of business
opportunities for new products or services (Shanéeg&katamaran, 2000).
Entrepreneurship is an important means for poedtgyiation in developing countries
because it contributes to economic development gAasmington, 2004; Acs et al.,
2008; Audretsch & Keilbach, 2004; Carree & Thu2R03, 2008; Gries & Naude,
2010; Mead & Liedholm, 1998; Naudé et al., 2008utiy 2010, 2012; Thurik, Carree,
van Stel, & Audretsch, 2008; van Praag & Versl@007; van Stel & Storey, 2004).
Economic development comprises economic growth ¢gayth in GDP), productivity
growth (e.g. higher efficiency in production), agiployment creation (number of
employment opportunities) (Beck & Demirguc-Kunt08)van Praag & Versloot,
2007). It is important to note that some scholtaeghat entrepreneurship does not
generally drive economic development (Naudé, 2012¢. literature distinguishes
between opportunity and necessity entrepreneur§lpportunity entrepreneurs start
businesses because they have identified busingsstopities and wish to pursue them
(Reynolds et al., 2005; Xavier, Kelley, Kew, Hegtian, & Vorderwtlbecke, 2013).

16
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Necessity entrepreneurs start businesses becayskabhe no better job alternatives
(Reynolds et al., 2005; Xavier, et al., 2013). Satieolars argue that whereas
opportunity entrepreneurs are a driving force fmremic development, necessity
entrepreneurs do not contribute to economic devednp (Gries & Naudé, 2010; van
Stel, Carree, & Thurik, 2005; Xavier et al., 201Bhis would mean that a large part of
entrepreneurs does not contribute to a countrys@nic development because many
entrepreneurs living in developing countries areessity entrepreneurs (Xavier et al.,
2013). Yet, it is important to note that many netgsntrepreneurs manage profitable
businesses and because of the profitability thesegsity entrepreneurs contribute to
economic development (Reynolds, 2012). Given timgradictions in the literature, we
cannot draw any definite conclusions and it i3 sticlear whether only opportunity
entrepreneurship contributes to economic developniéerefore, in the following, we
do not distinguish between opportunity and necgssitrepreneurship and discuss the

effects of entrepreneurship on economic developnmege¢neral.

The literature argues for a positive impact of @mteneurship on economic
development in terms of productivity growth and émgment creation (Carree &
Thurik, 2003, 2008; Fritsch, 2008; Mead & Liedholb®98; Thurik et al., 2008; van
Praag & Versloot, 2007). Research has shown tliegmmeneurial ventures contribute
to productivity growth and employment creation toigher extent than larger and
established businesses (Thurik et al., 2008). preresurial ventures that survive in the
market grow faster than larger and establishediesses in terms of production (van
Praag & Versloot, 2007). Their fast growth alsale# an expansion in terms of
employment and, hence, contributes to employmesattian.

Furthermore, entrepreneurial ventures are considefgehicle for innovation
and change” (Carree & Thurik, 2003, p. 22). In cangon to large and established
firms, entrepreneurial ventures have more innowater employee, are quicker in
implementing innovations, and have a higher shasales as a result of these
innovations (Czarnitzki & Kraft, 2004; Dechenauwxl@arb, Shane, & Thursby, 2003;
Love & Ashcroft, 1999; van Praag & Versloot, 200®jith the introduction of
innovative products and services, entrepreneueatures also affect the innovation and
productivity of established businesses (Carree &rikn2008; Fritsch, 2008). When
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entrepreneurial ventures enter the market, thayclamew products and services which
leads to enhanced competition (Carree & Thurik,8®0itsch, 2008). Enhanced
competition, in turn, affects the productivity aftablished businesses (Fritsch, 2008).
The established businesses have to become mareeffand refine their products and
services in order to remain in the market (Baurh®86; Fritsch, 2008). These aspects
of innovation and enhanced competition also dra@emic development (Carree &
Thurik, 2008).

In addition to the positive effects of entreprersdip on economic development,
entrepreneurship has also a positive effect onlp&opersonal development. For
example, research provides evidence for a positipact of entrepreneurship on
people’s life satisfaction (Andersson, 2008; BenEr&y, 2008; Blanchflower &

Oswald, 1998; Blanchflower, 2004). Entrepreneurshielated to life satisfaction
because entrepreneurship provides independencsasy and a feeling of being in
control of one’s own life (Andersson, 2008; Ben£#&ey, 2004, 2008; Blanchflower,
2004). In the context of developing countries, IStard her colleagues (2013) show that
entrepreneurship had long-term effects on lifes&attion. Those who started a business
were more satisfied with their lives and this efffieeld over several measurement
periods (Stark et al., 2013).

2.4 Promoting entrepreneurship in developing counies

Based on the research findings that entreprengucsimtributes to a country’s
economic development, scholars and practitionersldped different approaches to
promote entrepreneurship in developing countries ekample, a common approach
used by many governments is to establish an adimatiie and regulatory framework
that facilitates starting and operating privateegmtises. According the World Bank,
85% of the world’s economies introduced regulatefprms between 2005 and 2010
aimed at making it easier to do business; in thkeylear alone, 117 economies
implemented 216 regulatory reforms to facilitatérepreneurship (The World Bank,
2010).

However, only changing the administrative and raguly framework may not be
sufficient to enhance entrepreneurship. Peoplelatkythe necessary knowledge and
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skills to benefit from the favorable frameworks amdjage in entrepreneurship. In fact,
research shows that skills and knowledge are piatly important in developing
countries for successful entrepreneurship (UngaucR, Frese, & Rosenbusch, 2011).
A further approach to promote entrepreneurshipgeswn entrepreneurship education
and training. The number and diversity of entreptgship courses and trainings aiming
to produce more entrepreneurs have increasedentrgears (Fiet, 2000; Kabongo &
Okpara, 2010; Klandt, 2004; Solomon, 2007). In ttgveg countries, there is a high
amount of entrepreneurship trainings offered byegoments, non-governmental
organizations, universities or microfinance orgatians in developing countries (Glaub
& Frese, 2012; Martin et al., 2013; McKenzie & Waouwid, 2012). These
entrepreneurship trainings differ in length, cohtamd target group (Glaub & Frese,
2012; Martin et al., 2013; McKenzie & Woodruff, Z)1The various trainings target,
for instance, nascent entrepreneurs, business sywuemen, students, adolescents,
school drop-outs, rural dwellers, or people livingirban areas (Glaub & Frese, 2012;
Martin et al., 2013; McKenzie & Woodruff, 2012). &xples of entrepreneurship
trainings are Start and Improve Your Business (S§1¥Bomen’s Entrepreneurship
Development (WED) and Know About Business (KAB}loé International Labor
Organization (ILO), Competency-Based Economies tiginocormation of Enterprise
(CEFE) of the Deutsche Gesellschatft fur Internatierzusammenarbeit (GlZ, German
Society for International Cooperation), Emprendeddrechnologia (EMPRETEC) of
the United Nations Conference on Trade and DevetoprfUNCTAD),
Entrepreneurship Development Programme (EDP) obtiieed Nations Industrial
Development Organization (UNIDO), SME Toolkit anddihess Edge Training of the
International Finance Corporation (IFC), the busgplan competitions conducted by
TechnoServe, the Goldman Sadl8s000 Women initiative, and the STEP developed by

our research team.

There are impressive figures regarding the numbpauicipants in some of the
entrepreneurship trainings: For instance, 4.5 amiljpeople in over 100 countries
participated in ILO’s SIYB training between 2003Ja2010 (van Lieshout, Sievers, &
Aliyev, 2012) and 300,000 people in 34 developiagrdries took part in EMPRETEC
(United Nations Conference on Trade and Developn2€it?). Although a very high
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number of people participated in the trainings,lileeature and understanding about the
trainings’ impact is limited. Most of the studiega&iating the entrepreneurship
trainings have methodological limitations with tensequence that the studies do not
provide meaningful results (Glaub & Frese, 2012rtivicet al., 2013; McKenzie &
Woodruff, 2012). A major limitation of many evaluat studies is a lack of a
randomized control group. As a consequence, thtadees do not control for effects
that occur because the trainees have a preexistihigation towards entrepreneurship
(self-selection), the trainees may develop natyatlaturation), the trainees learn how
to correctly respond to the assessment (testimghab economic and regulatory
conditions become more favorable for entreprendpiinstory) (Glaub & Frese, 2012;
McKenzie & Woodruff, 2012). Furthermore, anotherjondimitation is that only few

studies assess long-term training effects (McKe&A®oodruff, 2012).

A design that follows highest scientific standagithe randomized control group
design with pre- and post-testing that examinek bbort- and long-term effects
(Banerjee & Duflo, 2009; Duflo, Glennerster, & Krem2007). Such a design limits
potential biases and controls for effects of matoina history, testing, and self-selection
(Cook, Campbell, & Peracchio, 1990). It allows toenparison of training participants
with participants of a control group who do notaee the training. A random selection
of participants to a training group and a controlup is important to ensure that both
groups are equivalent before the training. The gsahould not differ in any
characteristics, such as cognitive ability, age, education, existing entrepreneurial
experience, participation in former business cajrseemployment experience. Since a
random selection ensures that the participantseofraining and control group are
equivalent before the training and live in the sametextual setting, it is possible to
conclude that any differences after the trainirgdare to the training and not caused by
other factors (Banerjee & Duflo, 2009; Cook et 8090; Duflo et al., 2007). The study
design should also imply several post-training raeasents to assess short- and long-
term training effects (Martin et al., 2013; McKem& Woodruff, 2012). Measuring
both short- and long-term training effects is neaeg because the impact of the training
varies over time (McKenzie & Woodruff, 2012): Soeféects occur shortly after the
training whereas others will take more time to lohidicKenzie & Woodruff, 2012).
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2.5 Student training for entrepreneurial promotion (STEP)

In this section, we present the STEP training asrdrepreneurship training
which was evaluated according to the highest sfiestandards. STEP is a 12-week
action-oriented entrepreneurship training that sssfully trains participants in
entrepreneurship (Gielnik et al., 2015). STEP awmnsrovide a solution for the lack of
employment opportunities, in particular for the §igun developing countries. The
main idea of STEP is to train entrepreneurial skilhd knowledge for successful
entrepreneurship and employment creation. In theviong, we describe the training’s
methodological approach and the impact of STEPndrepreneurship. We conclude
with a description of how we implement STEP at pantner institutions in a

sustainable manner.

2.5.1 The methodological approach: STEP as an actierientated

entrepreneurship training

Building on action regulation theory (Frese & Za{®94; Frese, 2009; Hacker,
1998), STEP used an action-oriented training agbré@ promote entrepreneurship
(Gielnik et al., 2015). Many scholars suggest #maaction-oriented training approach is
particularly useful to promote entrepreneurshipr{BBaker, Markham, & Kingon,

2009; Fiet, 2000; Frese, 2009; Gielnik & Frese,2@ielnik et al., 2015; Johannisson,
Landstrom, & Rosenberg, 1998; Pittaway & Cope, 2B08%6mussen & Sgrheim, 2006).
An action-oriented training approach promotes gmé&eeurship by providing skills and
knowledge that facilitate entrepreneurial actidfistrepreneurial actions are a key
factor for entrepreneurship to occur because dmlyuigh actions business opportunities
are identified and successfully implemented (Bagf@9)7a; Baum, Frese, Baron, &
Katz, 2007; McMullen & Shepherd, 2006; Shane & Vaaknaran, 2000). An action-
oriented training approach comprises various coraptathat help training participants
develop skills and knowledge. These componentteahing action principles, making
use of learning through action, matching trainiagks with job tasks, and providing
feedback on participants’ behavior (Frese, Bei®ebchoenborn, 2003; Gielnik &
Frese, 2013; Gielnik et al., 2015; Glaub, Fressgher, & Hoppe, 2014; Keith & Frese,
2008). In the following, we describe how the comgrais of an action-oriented training
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approach support the development of skills and kedge and how these components
were applied to STEP.

Action principlesare theory- and research-based principles theh tesactical
knowledge (Frese et al., 2003; Frese, 2009; Giaghi., 2015; Glaub et al., 2014).
Action principles are heuristics or “rules of thuhtbat facilitate taking action (Frese &
Zapf, 1994; Frese, 2009). Action principles helptipgants to apply the knowledge
and skills they learned in the training to read-Kituations (Frese et al., 2003; Frese,
2009; Gielnik et al., 2015; Glaub et al., 2014%téad of abstract theoretical knowledge
about entrepreneurship, action principles proviglgceete guidelines about how to deal
with the tasks of an entrepreneur. For STEP, we dwre scientific knowledge and
theories about successful entrepreneurship to dpg\ké action principles. We
developed action principles for 12 modules froneéhdifferent domains important for
entrepreneurship: business administration, psygysmd entrepreneurship (Baron,
2007b). The 12 modules were: identifying businggsootunities, marketing, managing
strategically, finding starting capital, managimgahces, bookkeeping, planning and
implementing plans, conducting leadership, overognhiarriers, networking,
persuading, negotiating, writing a business plathragistering the business (legal
framework). The following provides some examplasaction principles taught in
STEP: “Use your strength and talents to identifgibess opportunities;” “formulate
concrete actions to achieve your goal, and writerdthe time you want to carry out the
actions;” “determine signals that point to potenpi@blems before they occur and
develop back-up plans;” “set high and specific ggakollect all documents (receipts,
invoices, etc.) for every transaction;” “divide age into two and record all money
coming into the business on the left side and alh@y going out of the business on the
right side.” The action principles helped the gaptnts to understand what they have to
do in order to be successful in starting and mamagibusiness.

Learning through actiomeans that training participants actively perfone
target behavior during the training (Frese et281Q3; Frese, 2009; Gielnik et al., 2015).
The target behavior is performing entrepreneuctbas to successfully start and
manage a business. Performing actions during éaing leads to the development of
action knowledge and to a smoother implementatf@actons after the training (Frese
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& Zapf, 1994; Frese, 2009). Thus, performing emeapurial actions during STEP
enhances the trainees’ action knowledge aboutmetneurship and, consequently,
facilitates implementing entrepreneurial actiornte@STEP (Gielnik & Frese, 2013;
Gielnik et al., 2015). In STEP, the trainees tonkepreneurial actions in the form of
starting and managing a new venture within the friamee of the training. Directly after
the first session, the trainees formed start-um$eaf four to seven people and
immediately started a business. To be able to inmtedg start a business every STEP
start-up team received about 100 US dollars stadapital. The starting capital had to
be refunded at the end of the training. The starteams could use the starting capital
to acquire the necessary equipment and resourcartdheir business. It is important
for the learning process that the start-up teaarsest their business within the first
week of the training. During the three months afrting, the trainees should experience
the whole entrepreneurial process including idgimtif a business opportunity,
launching the business, and managing the busi8@€? participants in Uganda, for
instance, started businesses that sold fresh juUicéts and vegetables, bakery products,
books, or clothes. Other businesses offered lausehyices, beauty services,
consultancy services for computer programs, dedigneeting cards, or produced bags
or jewelry. There were also groups with more unigusiness ideas. For example,
trainees in Kenya produced flavored sugar cubeswtould be used to sweeten tea or
other beverages. The sugar cubes were producecastly accessible materials, for
example sugar as the basic material and gingeraoion or other spices for the flavors.
Setting up and managing a business right at tiiedftthe training also increased the
trainees’ transfer which is the application of lsaned skills and knowledge to the
working context (Baldwin & Ford, 1988). For the STHainees, transfer meant to
apply the entrepreneurial skills and knowledgerledrin the training to the process of
starting and running a business. Transfer candltéded if training tasks and job tasks
match (Baldwin & Ford, 1988; Thorndike & Woodwori901).

A further essential component of action-orienteihing approach iproviding
feedback on participants’ behavidResearch shows that providing feedback about the
participants’ behavior during the training suppahts learning process (Frese et al.,
2003; Frese, 2009). Providing feedback is importacause it helps trainees to modify
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their behavior and to correct their actions (Fretsal., 2003; Frese & Zapf, 1994,
Friedrich, Glaub, Gramberg, & Frese, 2006; Keitki&se, 2005, 2008; Martocchio &
Dulebohn, 1994). Feedback allows trainees to coentremir behavior with the action
principles taught in the training and shows whetherbehavior is in accordance with
the action principles or whether it needs to be ifreti Both negative and positive
feedback provides trainees with useful informatidagative feedback signals that the
trainees’ behavior was not effective. It revealpgya trainees’ skills and knowledge
and helps trainees to understand which behavigribed to change and how they can
improve their behavior (Frese & Zapf, 1994; FreX¥#)9). Positive feedback ensures
that the trainees are reinforced for effective bedra(Frese & Zapf, 1994).

In STEP, trainees received positive and negatigdldack on their behavior by
both the trainer and by the other trainees. Withenweekly sessions the trainees
conducted exercises that were geared towardshibginesses. These exercises
constituted typical entrepreneurial tasks, suctomslucting a market analysis, a
competitor analysis, or developing an operatioas fibr the businesses. After each
exercise there was time for discussing the exesciBeese discussions allowed the
trainer and the other trainees to provide feedlmackainees’ behavior and how they
deal with the exercises. The feedback was basédeoaction principles taught during
the training. The action principles provided pap@nts with concrete guidelines for

completing the exercises and solving problems.

In addition, the discussions enabled trainees anesbxperiences regarding
failures and errors. Failure and errors are a fofrmegative feedback (Frese & Zapf,
1994; Frese, 2009; Heimbeck, Frese, Sonnentag,ia K203; Keith & Frese, 2005,
2008). Failures and errors are thus an importamtcedor learning (Frese & Zapf,

1994; Frese, 2009; Heimbeck et al., 2003; Keithr&skE, 2005, 2008). Emphasizing
that errors are a valuable form of feedback hehoad¢es to understand that they should
be open towards errors and use the feedback tkeiveeto further develop their skills
and knowledge. During the training, the STEP tnaremphasized that errors are
inevitable and should be seen as a chance to léarminees do not fear errors and
failure, but make use of them to improve their emteneurial skills, learning to deal

with failures contributes to entrepreneurial susces
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2.5.2 The impact of STEP on entrepreneurship

The main goal of STEP was to promote successfutpr@gneurship among
youths in developing countries by providing skélsd knowledge about
entrepreneurship. To achieve the main goal, STEfetid three sub goals: First, STEP
aimed at changing the mindset of the training pgudints such that self-employment
became an attractive and feasible career optiarorise STEP was geared toward
increasing the start-up rate, and, third, STEMiheel to turn job seekers into job
creators. In order to understand if STEP met thiase sub goals and, hence,
contributed to successful entrepreneurship amoagahth in developing countries, we
have continuously conducted rigorous evaluatiodistu

To assess the impact of STEP, we used a studyrdiggigmeets the highest
scientific standards (Gielnik et al., 2015). Alidies we carried out so far were
longitudinal studies with several measurement wawves a period of up to 36 months
to test for long-term training effects. The studiese randomized controlled field
experiments. We randomly assigned applicants taiaing group that received the
training and to a control group that did not reedive training. Participants of the

studies were randomly assigned to the trainingoatrol groups by lottery.

So far, we conducted evaluation studies with sttedehseven universities and
with trainees from a vocational training institutée university students were mainly
undergraduates from different faculties, such &s aatural science, social science,
technology, education, law, and medicine. Up to gid@ents participated in each
evaluation study with up to 200 students in thening group and up to 200 students in
the control group. We conducted the evaluationistuth five countries located in sub-
Saharan Africa: Uganda, Kenya, Tanzania, Ruandd. doedia. The evaluation studies
revealed similar results across the countries sitgggthat the positive impact of STEP
is generalizable to different cohorts and contdxtshe following, we present the most
important findings regarding the positive impacS3fEP on entrepreneurship.

25



Chapter 2 — Entrepreneurship training in develogiogntries

2.5.2.1 Performance of start-up teams during the #&ining

We evaluated the performance of the start-up temag the training on two
dimensions: Repayment of the starting capital anfite made by the start-up teams
with their businesses. The results of our studiesved that STEP trainees were
successfully repaying their starting capital. Asrali evaluation studies the repayment
rate of the starting capital was very high. On ager83 % of the starting capital was
refunded. More than half of all start-up teamsnred the starting capital completely:
The full amount of 100 US dollars was repaid by63f the start-up teams. If the start-
up teams incurred a loss, the trainees did not teeadd own money to repay the full
amount; rather, they gave back what was left af #tarting capital. Only 7 % of the
start-up teams could not pay back any of the stdapital. Furthermore, the results
revealed that most of the start-up teams’ busisessee operating successfully. A
profit was made by 78% of the start-up teams. Megage profit of these businesses
was 50.44 US dollars with a range from 1.70 USatslto 221.00 US dollars.

Scholars and practitioners may be concerned tleattdrting capital and the profit
of the businesses gave STEP trainees an advantagparticipants of the control
group and that this advantage influenced the tiginutcomes. Their concern may be
that STEP trainees had more money available dfeetraining than participants of the
control group, since STEP trainees received stadapital and kept the businesses’
profits they made during the training. We argué tha starting capital and the
businesses’ profits did not affect training outcemehe STEP trainees had to repay the
starting capital at the end of the training andahmunt of money that students received
from the profits during the training was very smalb evaluate whether there was an
advantage for the STEP trainees, we tested if ithi pffected the training outcomes.
The amount of profits made was not related toistad business after the training. The
profits were usually not very high per person. I&f 78% of start-up teams that made a
profit, 95% generated an amount of less than 148l&)iars per team, that is, less than
30 US dollars per person. Half of the start-up tedimat made profits obtained an even
smaller amount (37 US dollars) per team. This iegpthat more than half of the
trainees that made profits with their start-up te@®nerated an amount of less than
7.40 US dollars per person.
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2.5.2.2 Long-term outcomes of STEP

The first evaluation study that measured long-teffects was done in Uganda.
Gielnik et al. (2015) provided empirical evidenbatt STEP met its goal to increase the
start-up rate after the training. Students who foalk in the training were significantly
more likely to start businesses than students vithoat take part in the training. In
comparison to the control group, the training l@&®% more business start-ups within
one year and 31% more business start-ups withmdr&hs. One year after the training
51% of the training participants owned a busin@be. number of business start-ups
even increased over time: 18 months after theihg@ié3% of the STEP trainees were
business owners. In the control group, 35% wer@bas owners after one year and
48% after 18 months. For each 100 participantsSiieP trainees started 17 more
businesses than an equivalent control group withmyear and 15 more businesses
within 18 months. Examples of the businesses trendgn STEP trainees started after
the training are hair and beauty salons, copy sheptaurants, the production and sale
of jewelry or African crafts, repair, maintenandecomputers, farming businesses such

as poultry farms, pig farms or seed planting, aadious consultancy services.

Our evaluation study in Uganda also revealed thi&RSmet its goal to turn job
seekers into job creators. Besides creating thveir @mployment, the STEP trainees
created employment for others. Compared to theragtoup, the STEP trainees
created 47% more jobs one year after the trainmiy38% more jobs after 18 months.
STEP supported the creation of 88 additional jobe year’s time for each100
participants trained. Within one year, 100 studefhthie control group created
employment for 60 people. The number of created jobe to 134 for STEP
participants and to 96 for control participant®aft8 months. Thus, 100 STEP trainees
created 28 more jobs within one year’s time anth®8e jobs within 18 months than an
equivalent control group. Hence, the STEP trainbasinesses produced more jobs
than the businesses normally started by studenktese countries.

Regarding owners’ salary, revenue, and growth thglong-term evaluation
showed that the STEP trainees’ businesses weegthiealent to the businesses of the
control group. We did not find significant differees between the STEP trainees’
businesses and the businesses of the students obnitrol group in terms of revenue,
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growth rate and in the salary the owners paid tlebres. This means that the
businesses started by STEP trainees were of the galore than the control group’s
businesses. The average revenue of the STEP partisi businesses was
approximately 395 US dollars per month. The busirmegners of the training group
paid themselves an average monthly salary of alf®&tS dollars. The businesses of
the students in the control group made monthlyssal@bout 370 US dollars on
average, and they earned an average salary franotime businesses of around 80 US
dollars per month. The businesses of the contmiggrew in profit, sales and
investments, on average, by 16% within one yeae. alerage growth rate of the STEP
trainees’ businesses within one year was 19%. Téiestarities between the training
group and the control group imply that the busiesesbat emerged from STEP were not

of lower quality than businesses students usutdiyedd in their countries.

The second evaluation study was done in Liberiastioaved that STEP helped
students to become portfolio and serial entreprendortfolio and serial entrepreneurs
are people who own more than one business at the 8ae, while these businesses are
independent from each other or who have ownedaat e business before their
present business (Westhead, Ucbasaran, & Wrighg)2&ighteen months after the
training, every STEP participants owned on avef$ more businesses at the same
time than each student of the control group. Whenneluded the additional businesses
in our analyses, the monthly revenue of businesseted by STEP trainees’ was 71%
higher than the monthly revenue of the businesseted by students of the control
group. Whereas the businesses of the control graage monthly sales of 242 US
dollars per business, the monthly revenue of thiaitrg group was 414 US dollars per
business. In conclusion, these findings indicas¢ 8TEP led to portfolio and serial
entrepreneurship. Students who became portfolseoal entrepreneurs were more
successful in terms of generated revenues. Timsliise with the current research
literature arguing that portfolio and serial enteapeurship in developing countries leads

to more business success in the long run (Ros&)201
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2.5.2.3 Mediators between STEP and long-term outcces

In this section, we report mediators of the eftdcSTEP on entrepreneurship. A
mediator is the mechanism underlying the relatignbktween a cause and effect; a
mediator thus provides an explanation for why esedaads to an effect (Baron &
Kenny, 1986; Preacher & Hayes, 2004). With regarthé evaluation of STEP this
means that these underlying mechanisms accoutitdaelationship between STEP
and the long-term outcomes. We have seen that $&ERaluable long-term effects: It
successfully increased business start-ups, creatptbyment, and led to business
success. An important question is why and how tleéfeets emerged. To answer this
guestion, Gielnik and his colleagues (2015) ingedad the underlying mechanisms
mediating the effect of the training on businesstsips. They found that STEP had a
significant impact on entrepreneurial action angdarpunity identification and these

factors predicted business start-up (Gielnik et24l15).

STEP positively affected opportunity identificati@@ielnik et al., 2015), which is
the identification, evaluation, and exploitationopiportunities for new products and
services (Shane & Venkatamaran, 2000). Opportudémgtification is of high
importance as it is the starting point for new weatcreation (Baron, 2007b; Shane &
Venkatamaran, 2000; Shane, 2000). The evaluatimy $h Uganda showed that the
STEP training group significantly improved in oppuonity identification (Gielnik et al.,
2015). After the training, STEP patrticipants idéati 20% more opportunities than the
control group. STEP trainees identified on averh@8 opportunities per person after
the training, whereas every student of the comrolp only identified 1.48
opportunities on average. Assuming 100 studenticyaate in STEP, they identify 30
more opportunities in total than the same numbetuwdents who do not take part in the

training.

In addition, STEP influenced students in their epteneurial actions (Gielnik et
al., 2015). Entrepreneurial actions are start-uywiéies that help the entrepreneur to
successfully pursue business opportunities and;eheontribute to the successful
creation of a new venture (Davidsson & Honig, 20DBnov, 2007; Frese, 2009;
Gartner, 1985; Gielnik & Frese, 2013; Reynolds,20&xamples for such start-up
activities are (1) discussing a business idea liness men, advisors, potential
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investors, family or friends; (2) identifying tatgaustomers; (3) saving money for
starting a business and (4) gathering resourcpsrtthase or rent equipment, raw
materials, or other facilities (Davidsson & Hon2§03; Dimov, 2007). Within one year,
the Ugandan students participating in STEP perfdrB& more entrepreneurial
actions than the students of the control grouprdpnéneurial actions remained higher
in the training group than in the control groupe\& months after the training. It is
particularly striking that the effects of STEP arirepreneurial action hold in the long-
run. In one of our studies in Liberia we compaiteg lhusiness owners of the training
group with owners of the control group. We foundtth8 months after the training,
business owners of the training group performed &8¥8te entrepreneurial actions than
business owners of the control group. This meaaisithsiness owners of the training
group remained entrepreneurially active in the lang They did not only start a

business, but continued to be entrepreneurial.

A further reason why and how STEP led to an in@@&adusiness start-ups is that
the training successfully influenced antecedenenbfepreneurial action (Gielnik et al.,
2015). The training improved participants’ actiorolwledge, action planning,
entrepreneurial self-efficacy and entrepreneurall gntentions (Gielnik et al., 2015). In
the context of entrepreneurship, action knowledgams knowledge about
entrepreneurial actions (Frese, 2009). Action planmeans performing mental
simulations of entrepreneurial actions that speledw to reach one’s goals, for
example, to start a business (Frese & Zapf, 196kd; 2009). Entrepreneurial self-
efficacy is the belief in one’s own abilities redigsng successfully starting a business
(Bandura, 1986; Boyd & Vozikis, 1994; Chen, Greéa&rick, 1998; McGee,
Peterson, Mueller, & Sequeira, 2009; Zhao, SeilgeHijlls, 2005). Goal intentions
imply what people want to achieve (Gollwitzer & Bdstatter, 1997; Gollwitzer, 1999).
Action knowledge, action planning, entreprenewedf-efficacy, and entrepreneurial
goal intentions are action-regulatory factors. &hgon-regulatory factors mediated the
effect of the training on entrepreneurial actiod arere, therefore, relevant for the
process of starting a business (Boyd & Vozikis,4, ®inckmann, Grichnik, & Kapsa,
2010; Chen et al., 1998; Delmar & Shane, 2003;&512809; Frese, Krauss, et al.,
2007; Gielnik et al., 2015; McGee et al., 2009; Zkaal., 2005). STEP enhanced
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participants’ action knowledge (Gielnik et al., 3)1ln comparison to the control
group, the STEP trainees had 32% more action krageleirectly after they
participated in the training. Furthermore, thertirag increased participants’ action
planning (Gielnik et al., 2015). The trainees shd\88% more action planning directly
after the training than the control group. STE® &lad positive effects on participants’
entrepreneurial self-efficacy (Gielnik et al., 2Q1Birectly after the training, STEP
participants showed 6% higher entrepreneurial efifacy than students of the control
group. This means that training participants belgemore strongly in their capabilities
to start a new venture than the control group ldicddition, STEP successfully
affected trainees’ entrepreneurial goal intenti@@Inik et al., 2015). The training
group showed 23% stronger goal intentions tharcdmérol group directly after the
training. This implies that STEP trainees had angjer intent to start their own
businesses than participants of the control grayehThese results suggest that STEP
is able to enhance important antecedents of emtneprial action which, in turn,
promotes the establishment of new businesses aatiam of new jobs.

2.5.3 Cases

Two cases show the dynamics of the students’ erneprial action and illustrate
the positive effects of STEP on students’ entrepueial actions through affecting
antecedents of entrepreneurial action. The fitgtestt, Jane (name has been changed
for reason of anonymizing) was typical of many stug in Uganda. Before the
training, she had not been involved in any entmegueal ventures, and she had not
attended any prior entrepreneurship courses. Jaaeg that the job market conditions
were poor for her even with a university degree,dhe did not consider becoming an
entrepreneur as an attractive and feasible capg®mofor her. She was afraid of the
challenges entrepreneurs face. According to hanrtegtarting and running a business
in the training was a “totally new experience”. Téerience, that it is possible to
overcome the challenges of entrepreneurship asddcessfully operate a business
“opened her eyes”, as she said. Jane elaboratethémaining was a turning point in
her life which changed her belief that entrepresleiris an insurmountable series of

tasks. She also explained that she learned tatedteer failures, learned from errors,
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and that she learned to start anew despite unfalocacumstances. Thus, she
developed a “never-give-up” attitude and learneds® errors and failures as a valuable
source of feedback for her development. After taaing, Jane started a poultry farm
and managed to supply retail shops and hotels antgs capital city Kampala with
eggs and chickens. One year after the trainingestf@oyed five full-time employees,
and she intended to use the profits from the ppédirm to set up a fish farm. She had
conducted market research and had found an apateocation for her business. In
addition, Jane generated the idea of growing Hoavever, after some time of research,
she came to the conclusion that farming fish awavagrg rice required too much

capital; therefore, she rather expanded the pofdtry. The poultry farm was located in
a village some hours away from Kampala, where isiee Wwith her husband.
Commuting between the village where her farm waatled and Kampala was
demanding; at the same point she decided to sefatim and start another business that
would allow her to stay in Kampala. To achieve g@al, she came up with the idea of
starting an event management business, which shsutaessfully set up when we
talked to her 18 months after the training. Thearmss offered support in planning
events such as weddings. It provided decoratiodsegnipment and organized the
preparations necessary for successfully hostingvant. She paid herself a monthly
salary of about 590 US dollars from that businesseamployed three persons. At that
time, Jane was also employed as assistant salasisptator at a broadband company.
Her tasks were bookkeeping, reports on customedstree coordination of other
departments. Her salary from the employment wasrat@15 US dollars. Thus, Jane
made more money with her business than with het@ment, excluding the profit

from selling the poultry farm.

When we met her again 24 months after the traimiegemployment situation
had changed further. She was still employed asémee company, but now held the
position of a network engineer who worked on treuthooting networks, installing
software, and maintaining software and hardwart) eimonthly salary of about 705
US dollars. In addition, she had closed the eveartagement business and, instead, had
started an information technology consultancy teateloped computer software,
designed Web pages for companies and private peesahset up and installed
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networks for offices and homes. Similar to the iIgafeom her former business, she paid
herself a monthly salary of about 590 US dollagsrfithe information technology
consultancy. Comparing the event management bisswiés the information
technology consultancy, we found out that the eweartagement business had slightly
higher average sales per month (around 1,370 U8rglpbut also required a high
amount of investments (around 2,745 US dollarsg ddmsultancy’s average monthly
sales were about 795 US dollars, but requireditesstment (around 470 US dollars)
than the event management business. Jane stagtegddimation technology
consultancy because she had acquired a good kngeviddhe field after studying
computer science at the university. Thus, Janeesstally put her skills and knowledge
gained in her studies at the university and at vimtdk practice. It is interesting to
observe that she had started out with a busindssvatomplexity, and in the course of
time she opened up a business in her field of stdthen we met Jane again around
four years after the training, she informed us s still owned the information
technology consultancy. Furthermore, she had staneadditional business by
launching an ice cream parlor in the city centeKampala. According to Ugandan
experts, this is a unique business idea, becaese #ne very few places in Kampala
where ice cream is made and can be purchased.d¥lthetse places are supermarkets
or rather expensive restaurants and coffeehougbswealthy customers. There was
nearly no ice cream parlor for the youth and yoadglts. Thus, Jane’s ice cream parlor

was a good business idea with potential marketesscc

In conclusion, through STEP Jane had formed ansugar different
entrepreneurial goals; she had changed from a ntvapreneurial student to a
successful portfolio and serial entrepreneur. Thie illustrates how the training
facilitated a mastery experience of entreprenepnsthich increased the student’s
entrepreneurial self-efficacy, how the training teca more persistent and positive
attitude toward entrepreneurship, and how the situaged her actions as a source of
learning to improve their action knowledge after thaining. Jane’s entrepreneurial
progress also demonstrates that students staipfallusinesses they successfully
pursue after the training. They are also confromigl a lot of barriers and failure. In
the training the participants learned that errow failures are part of the
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entrepreneurial process. Jane explained to uathkabwledging errors and failures and
learning to deal with them was one of the most irtgrd learning experiences in STEP.
She mentioned that through the training she undedsthat some things will not work

out the way she wants them to, but that this isam@iason to give up; just the opposite,

it is a reason to stay active and change proc@sske business or start anew.

The second student, Richard (name has been chéorgeésons of anonymity)
had been employed before. He had worked for 8 nsasxtha field manager at a
telecommunications company and as a sales persohaatk. He was not employed
during the training. Richard told us that he hadrbthinking about becoming an
entrepreneur because he could not imagine bein¢pgetfor his whole life and being
satisfied with the goal of becoming “the employé¢éhe month”. However, he had
never tried to become self-employed before thaitngi since he lacked the practical
skills. He explained that he had some knowledganinepreneurship before the training
but did not know how to put it into practice andnbe, never started a business. Asked
about the most important learning experiences, &cttbkaid that the training taught him
how to plan and execute the start-up of a busiimegeneral, how to develop financial
plans, and how to manage finances. After the mmginiRichard recognized several
opportunities to enter the gastronomy industrysketed a restaurant in a town near
Uganda’s capital, recognizing a lack of restauranthe local market. In his restaurant
he served lunch up to 4 p.m.; drinks, includinglflg squeezed juices, were still
available after 4 p.m. Since the restaurant wagpeqd with a TV, customers came to
the restaurant to watch soccer. His target groupstiadents of a university. Richard
identified the business idea of a restaurant dUshgP, where he sold fresh juice
together with his colleagues of the start-up teldmwanted to move on with his idea of
starting a restaurant and opened the restaurant elght months after the training.
When we met him 18 months after the training, heagad his restaurant successfully
and made about 380 US dollars sales per monthakdehpmself a monthly salary of
about 195 US dollars, employed five persons, tvetime employees, and three part-
time employees, and he invested about 195 US datiahis business within a period
of ten months. Two years after the training, weratglked to him about his restaurant.
He explained that his monthly sales had decre&edverage his revenue was around
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255 US dollars per month. He paid himself a satdirgbout 160 US dollars and had
invested about 470 US dollars within the last 12xths. Richard still employed five
people in the restaurant. He increased the nunfdal-dime employees from two to

three and decreased the number of part-time emgdodyem three to two.

The restaurant is not the only business that Rickaccessfully started after the
training. About 15 months after the training, h&oadtarted a boutique that sold clothes
and shoes for women and children. The businesdogated in his parents’ home
village some hours away from Kampala. Richard’stiope made average sales of
about 235 US dollars per month 18 months aftetrdiring. He paid himself a salary
of around 80 US dollars per month and invested23%lollars in the business within
the last few months. One full-time employee waskivay in the boutique. When we
met him again 24 months after the training, he maet that his revenue had
decreased and that he sold clothes for about 108dU&s on average per month. He
explained that within the last 12 months, he ine@<35 US dollars into the business
and that he still employed one full-time employeé¢he boutique.

Richard also identified the opportunity to stadomstruction material supply
company that sells building materials such as Bramkcement. Whenever we met him,
he had this business idea in mind and wanted tuput. He had already done some
start-up activities; however, he was not able tessfully launch this venture because
this kind of business requires a high amount oftahfhat he had not secured yet.
Richard mentioned that despite the high amountasfisg capital, he will not give up
on that business opportunity but for now will conicate on businesses that do not
require such high amounts.

Twenty-four months after the training, Richard taklthat he wanted to start a
piggery project in Masaka, a town in Uganda. He dlagldy bought eight pigs, had
constructed the shelter, and was currently in tbhegss of identifying the best market.
He thought the best market for this business wésdrithe country, and he intended to
export to nearby countries. Richard had alreadgrsd his next steps: He planned to
buy more pigs, to construct more shelters, anthfrave the fertility rate of his pigs,
which he could do with special animal feeds andttnent. He had, furthermore,
established contacts to a market in southern Sudan.
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After some time Richard faced sudden setbacks dficlitt challenges. We met
Richard again four years after the training, andneationed that in the meantime he
had also opened up a small hotel. His workload fneamaging several businesses at the
same time had been very high, so he had decidechpdoy his girlfriend to manage the
hotel. However, the hotel incurred losses becasédad taken money from the
business to use it for her private expenses andhbiathken proper care of the
customers and their needs. He told us that thexefi@r had lost a high amount of
money. Because he put all his effort into tryingéwe the hotel, he did not have much
time for his restaurant, and its sales declineddétgded to close down the hotel to be
able to put more effort into the restaurant, wtbelscame successful again due to his

increased efforts.

Despite the fact that he had diligently planneddifierent steps to start and run
the businesses, he stated that he experienced ousngrallenges and setbacks in the
start-up phase of his businesses. He explainedhataining was a crucial factor in
deciding to continue with entrepreneurship bec&HEP gave him the determination
and courage to do so. After the training, his nogtortant principle became not to give
up. This determination and persistence resultegtm businesses and in employment
he created for himself and others. Again, STERR®Ethard toward portfolio and serial
entrepreneurship. Richard faced severe setbackses, these setbacks did not lead to
complete bankruptcy. He had to close one busingis&dis able to continue running his
other businesses and had not lost his entire incbl@mevanted to use the profit of this
business to invest into the start-up of yet anolusiness. During and after STEP,
Richard explained, he had learned to reinvest tbét@nd had experienced that a

business can start small and grow over time.

2.5.4 The sustainable implementation process

In this section, we describe how we implement S&AE® partner institution. The
implementation process of STEP is geared towargsability. We aim to ensure that
STEP will be continued at the institutions whers iimplemented. We have already
implemented STEP at seven universities plus a w@gattraining institute in five

African countries. The implementation of STEP atrastitution is the starting point for
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a regular and sustainable application of the tngn¥We make use of the following
strategies to ensure a sustainable implementati8iTBP: We cooperate with local
lecturers from the respective institutions, we fadeour support in preparing and

organizing the training, and we keep the cost eftthining low.

We cooperate with the local lecturers at the ingtihs where STEP is
implemented. To best support the trainees’ learpnogess, it is important that the
training is conducted by local lecturers. The teasnhave to be aware of their trainees’
level of knowledge and know the context of theirtiggpants. This context knowledge
facilitates the learning process and increaset@msfer of learned skills to real-life
situations. Local lecturers often understand thenkadge level of their trainees better
than lecturers who are unfamiliar with the contekgetting of the country. In addition,
local lecturers have much greater knowledge of thehn cultural context and the real-
life situations of entrepreneurs in their countriesthe implementation process of
STEP, we make sure that local lecturers delivetrdiaing at each participating

institution.

To prepare the local lecturers and to make thenililanwith the methodological
approach of STEP, we conduct a three-day trairtreirer workshop with the local
lecturers. The train-the-trainer workshops enatdeldcal lecturers to understand and
apply STEP. The workshops introduce the actionabe@ training approach of STEP,
teach how this approach can be applied, providevigdge about the training content,
and teach how to make use of the training materta. process of training local trainers
in conducting STEP also allows us to hand oveptiganization and preparation of
STEP to them. In the long run, the lecturers theoime able to implement STEP
without any external support. To ensure that tamérs are well prepared in conducting
STEP without external support, we fade out our supuring the first
implementation, the core team of German projectdioators is very much involved in
organizing and preparing STEP at the respectivéutisn. During the second
implementation, at least one local STEP trainghefinstitution takes over the
organization and coordination of the training, #&mel German project coordinators

provide less support than in the first implementatiThe subsequent implementations
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are fully conducted by the STEP trainers of thalaastitution, which ensures a

sustainable implementation.

2.6 Discussion and outlook

To summarize, entrepreneurial ventures are an irapbodriver for a country’s
economic development, because they have a posiipact on innovation, employment
creation, productivity growth, and economic growthus, entrepreneurship can be seen
as an effective means for contributing to econaseielopment and reducing poverty

in developing countries.

A useful approach to promote entrepreneurship weld@ing countries is to
provide entrepreneurship training. We developedenaduated an action-oriented
entrepreneurship training (Student Training forrBpteneurial Promotion - STEP) that
builds on theories from the field of industrial am@janizational psychology, for
example, action regulation theory (Frese & ZapB4,Frese, 2009; Hacker, 1998). In
contrast to many other training evaluations, wedcmied rigorous studies that meet the
highest scientific standards in order to evaluatERs Our evaluation studies showed
that STEP achieved its objectives in successfulbyiging trainees with skills and
knowledge in entrepreneurship. STEP increasedubméss start-ups (Gielnik et al.,
2015) and it turned job seekers into job creatdre successfully created employment
for themselves and for others. STEP also had dip@ginpact on business opportunity
identification (Gielnik et al., 2015) and entrepeenal action. STEP trainees also
stayed entrepreneurially active over the long-te8MEP increased entrepreneurial
actions by improving trainees’ action regulatiogysecifically influencing goal
intentions, action knowledge, action planning aglftsfficacy (Gielnik et al., 2015).
Finally, STEP successfully promoted portfolio aeda entrepreneurship and led to
long-term business success. By promoting portfatd serial entrepreneurship STEP
supports the continuous creation of future buseed’esearch shows that portfolio and
serial entrepreneurs are more interested in engagifuture ventures than non-

portfolio entrepreneurs (Westhead et al., 2005).

The effects of STEP on entrepreneurship is pagrtul/aluable for countries that
have an adverse labor market and lack employmeyaramities for the youth, as most
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developing countries do (Reynolds, 2012). Since B$&ccessfully promotes business
start-ups, it provides the youth with an opportymat create their own employment
instead of looking for jobs and failing to find elopment. Furthermore, STEP is
valuable for developing countries, because theemphtation of STEP requires only
minimal costs. If an institution continues to deiWSTEP, the costs the institution faces
comprise the trainers’ fees, starting capital far $tart-up teams, and costs for printing
training material. The starting capital is 100 Ulars for each start-up team. It is
important to note that some of the start-up tearag not be able to repay the starting
capital. The institutions have to take this logs iconsideration when they plan for a
sustainable and ongoing implementation of STEPuinexperience, the costs for the
delivery of STEP are manageable for the institiiondeveloping countries. A fruitful
strategy to raise money that covers the costs &P3$ incorporating STEP in the
yearly budget of the institutions (e.g. in the yganiversity budgets) and integrating
STEP into the curricula of the institutions.

In the future, we want to investigate whether STER similar effects in different
populations, such as secondary school studenthookdrop-outs, and in other cultural
contexts. In addition, we aim to evaluate the snatde implementation process that
enables the institutions to continuously run STERaeut external support. An
important part of the implementation process isttam-the-trainer workshop for STEP
trainers, which aims to provide trainers with tlee@ssary knowledge on how to
conduct the training. To investigate whether thesekshops are effective, we are
conducting evaluation studies on these train-ther workshops. These studies seek
to establish a causal chain from the workshop thwetrainers to the students in the
STEP training. We examine the effects of the wookéh effects on trainers’
entrepreneurial and teaching skills and how tlsisdlates into the successful training of
STEP students. Such an evaluation approach proeataprehensive insights into the
process of developing entrepreneurship trainingthedvidespread implementation of

the training at many different institutions throughal partners.
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CHAPTER 3

When capital does not matter: How action-oriented etrepreneurship
training buffers the negative effect of capital costraints on business

creation

3.1 Abstract

According to the entrepreneurship literature onthefmajor barriers impeding
business creation is capital constraints. Baseatction-regulation theory and
theoretical frameworks supporting an interactioafgbroach in entrepreneurship, we
develop a theoretical model explaining under wlughditions capital constraints do or
do not have a negative effect on business creafenhypothesize that action-oriented
entrepreneurship training compensates for the negetfect of capital constraints on
entrepreneurship through the development of firdmental models. To test our
hypotheses, we conducted a longitudinal randomfieddi experiment with four
measurement waves over a period of 21 months.diaksample consisted of 214
undergraduate students from Uganda. Results prowadeirical support for a
moderating effect of action-oriented entreprendprsiaining on the relationship of
capital constraints and business creation. In dalexplain why the training moderated
the effect of capital constraints on business meatve tested a mediated moderation
model. The findings showed that financial mentateis significantly moderated the
effect of capital constraints on business creatt@mancial mental models also mediated
the moderating effect of the training on the relasihip between capital constraints and
business creation. The results suggest that aotiented entrepreneurship training are
able to enhance individual characteristics, sudmasicial mental models, which
influence whether or not capital constraints impledsiness creatich.

* | gratefully received the data of the three measiant waves (T1-T3) from Prof. Dr. Michael M.
Gielnik (Leuphana University of Liineburg) and Pidf. Michael Frese (National University of
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3.2 Introduction

Entrepreneurship is defined as the identificatiod exploitation of new business
opportunities (Shane & Venkatamaran, 2000). Eneregurship contributes to
economic development and poverty alleviation duigstpositive impact on
innovations, job creation, and economic growth (&crmington, 2004; Audretsch &
Keilbach, 2004; Carree & Thurik, 2003, 2008; Meadl.i&dholm, 1998; Reynolds,
2012; Thurik, Carree, van Stel, & Audretsch, 2088 Stel, Carree, & Thurik, 2005;
van Stel & Storey, 2004). Given the importancerdfepreneurship, a major task of
entrepreneurship research is to identify factoas émhance or hinder entrepreneurship
(Wright et al., 2005).

According to the entrepreneurship literature, ohne major barriers impeding
entrepreneurship is capital constraints (Banerjéd¢efvman, 1993; Blanchflower &
Oswald, 1998; Evans & Jovanovic, 1989; Ho & Worg) 2, Holtz-Eakin et al., 1994;
Naudeé et al., 2008; Naudé, 2010; van Auken, 1988;&elderen, Thurik, & Bosma,
2005). Capita constraints are an important babeeause they impede the start of
businesses and further processes after businegsooréBaum, Schwens, & Kabst,
2011; Evans & Jovanovic, 1989; Holtz-Eakin et 8094; van Auken, 1999). Capital
constraints imply lacking access to capital anaidgpdimited in acquiring financial
capital (Blanchflower & Oswald, 1998; Evans & Jowaie, 1989; Ho & Wong, 2007,

Singapore and Leuphana University of Lineburg)f.Aba Michael Frese and Prof. Dr. Michael Gielnik
set up the study and its design from T1 to T3.ddition, together with lecturers from Makerere
University Business School, Makerere Universityadda Christian University and Kyambogo
University, Prof. Dr. Michael Frese and Prof. Dricklael M. Gielnik developed the training. Regarding
the development of the training, | provided inputthe development of the training session “busines
opportunity identification” and conducted a preestihat provided insights relevant to this training
session.

After T3, | led the study: | conceptualized thedstand the paper, composed the measurements,tedllec
the T4-data, led the rating procedures, interprétediata, and wrote the paper. Prof. Dr. Michaet&
(National University of Singapore and Leuphana @nsity of Liineburg) and Prof. Dr. Michael Gielnik
provided intellectual input, supported conceptuatizhe paper, supported setting up the study, and
proofread the paper. Prof. Dr. Michael Gielnik gmaeHd the data of the paper. | supported the Statist
analyses.

| would like to thank Prof. Dr. Michael Frese and® Dr. Michael M. Gielnik for their support.
Additionally, | would like to thank them and thectarers from Makerere University Business School,
Makerere University, Uganda Christian Universitgda&yambogo University for developing the
training. | also would like to express my gratitudeEike Hedder, Andreas Heese, Rebecca Kernert,
Marie-Luise Lackhoff, Kay Turski, Thorsten J. Dlwgh, Melanie von der Lahr, Kristina Zyla, Svenja
Haskamp, Sue Kitimbo, and Diana Brée for their supwith the data collection.
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Holtz-Eakin et al., 1994; van Auken, 1999). Schekargue that capital constraints
hinder people in successfully starting businesseause capital constraints impede
acquiring the necessary assets for starting a essjisuch as equipment or raw
materials (Blanchflower & Oswald, 1998; Evans & doevic, 1989; Ho & Wong,
2007; Holtz-Eakin et al., 1994; Naudé et al., 20a8) Auken, 1999; Wiklund &
Shepherd, 2003). Indeed, several studies have stimamegative impact of capital
constraints on business creation (Banerjee & Newh@®3; Blanchflower & Oswald,
1998; Evans & Jovanovic, 1989; Gries & Naudé, 2M®& Wong, 2007; Holtz-Eakin
et al., 1994; Naudé et al., 2008; van Auken, 1988; Gelderen, Thurik, & Bosma,
2005; van Stel et al., 2005).

However, most of the studies have assumed a simaie effect of capital
constraints on business creation without considemnderating factors that explain
under which conditions this effect does or doeshwdd. Investigating such moderating
effects helps to develop a more integrated thexalgpierspective on drivers and barriers
of business creation (Gielnik & Frese, 2013; Welk&11). Drawing on interactional
psychology (Endler & Edwards, 1986; Terborg, 198id on theoretical frameworks
supporting an interactionist approach in entreprestap (Gielnik & Frese, 2013;
Welter, 2011), we develop a theoretical model arplg under which conditions
capital constraints have a negative or no effediusiness creation. Figure 3.1
illustrates the theoretical model implying thatiaestoriented entrepreneurship training
reduced the negative effect of capital constrantbusiness creation through financial

mental models.

Our first contribution to the literature is to pe@s a more integrated theoretical
model that takes into account the interplay of mnental and psychological factors
to examine boundary conditions of the effect oafinial capital on business creation.
Scholars have frequently called for research tgpadanore comprehensive approach
towards explaining entrepreneurship (Gielnik & E;e2013; Welter & Smallbone,
2011). We followed this call and positioned ourdstwithin interactive theories
relating person variables such as people’s findnogtal models and financial
variables, such as capital constraints. We builhteractional psychology and the
interactionist approach, which suggest that theraation of individual and
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environmental characteristics better explains perémce than individual or
environmental characteristics alone (Endler & Edisad 986; Terborg, 1981). In our
theoretical model, we argue that people’s finantiahtal models interact with capital
constraints. Mental models are cognitive represiemsthat enable people to interpret
information and to guide their actions (Baron & Eys2006; Bradley, Paul, &
Seeman, 2006; Frese & Zapf, 1994; Johnson-Lair@] R@inancial mental models are
cognitive representations of financial aspectshsagcash flow or profit margins. In
general, well-developed mental models lead to jm&ting information appropriately, to
problem solving, and to taking correct and effitiactions (Frese & Zapf, 1994;
Johnson-Laird, 2001; Kieras & Bovair, 1984; Mumfetdal., 2012; Reihlen &
Ringberg, 2013; Sonnentag, 1998). Taking efficaations implies that people need
less (financial) resources to successfully accashphe entrepreneurial process.
Consequently, well-developed financial mental medbeiffer the negative effect of

capital constraints on business creation.

Our second contribution to the literature is thatadded to the understanding of
financial mental models. In their study on pattexcognition and business opportunity
prototypes, Baron and Ensley (2006) showed thaingdinancial mental models was
linked to entrepreneurial experience. Experiencetirevice entrepreneurs differed in
their financial mental models insofar as the finahmental models of experienced
entrepreneurs were better developed than the fimamental models of novice
entrepreneurs (Baron & Ensley, 2006). Additionadlyperienced entrepreneurs made
more use of financial mental models than noviceepméneurs when identifying
business opportunities (Baron & Ensley, 2006). @og on the work by Baron and
Ensley (2006), we seek to demonstrate that pe@pi@cquire a well-developed
financial mental model not only through entreprera®experience, but also through
action-oriented entrepreneurship training. We erygidoan experimental design using
action-oriented entrepreneurship training as agrwention to experimentally advance

participants’ financial mental models.

Our third contribution to the literature is thatrabieoretical model contradicts a
common thinking with respect to capital constraititess common to view an improved

access to capital as the major solution for thélpra of capital constraints
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(Blanchflower & Oswald, 1998; De Mel et al., 20@jans & Jovanovic, 1989; Ho &
Wong, 2007; van Auken, 1999; Wiklund & Shepherd)20 This thinking about the
importance of access to capital is particularlypring in the context of developing
countries, where people are experiencing seveligatapnstraints (Beck & Demirguc-
Kunt, 2008; De Mel et al., 2008; McKenzie & Woodr#007; Naudé et al., 2008). In
line with this thinking, the Nobel peace laureatefdmmad Yunus asserts that
facilitating access to capital in developing coiggliis far more important than

providing training. He explicitly noted that:

“(...) rather than waste our time teaching them nlkiiss we try to make
maximum use of their existing skills. Giving thegp@ccess to credit allows them to
immediately put into practice the skills they attg&now” (Yunus, 1999, p. 140).

In contrast, our theoretical model emphasizedrtigortance of training. We
showed that entrepreneurship training is an effeatieans to cope with capital
constraints. Specifically, our theoretical modeldsahat action-oriented
entrepreneurship training buffers the negativecti®é capital constraints on business
creation through improving people’s financial mémadels. Thus, providing capital is
not the only answer to capital constraints as pnéresurship training is equally
effective. Accordingly, we suggest adopting a stiiiented perspective and not only
focusing on a capital-oriented perspective wheaoudising approaches towards
reducing the negative effect of capital constragmdusiness creation.

We noted that entrepreneurship scholars have sttidgeeffect of action-oriented
entrepreneurship training on business creationlif&iet al., 2015) and revealed that
training positively affects business creation. Gileland colleagues (2015) investigated
the effects of action-oriented entrepreneurshiitng on participants’ action-
regulatory factors and showed that these actionlasgry factors mediated the effect of
the training on business creation. Our study bwhissielnik and colleagues’ (2015)
study and investigates factors relevant for sudakbasiness creation. It adds to
Gielnik and colleagues’ (2015) study by examiniogvraction-oriented
entrepreneurship training modifies the negative@$# of capital constraints on business

creation.
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Capital

. —mm e — + | Business creation
constraints

Financial mental
models

Action-oriented
entrepreneurship
training

Figure 3.1.The theoretical model of the stddy

3.3 Theory

It is common for nascent entrepreneurs to givewrng the start-up process. In
fact, Reynolds and Curtin (2008) report a raterdy 2% to 23% of nascent
entrepreneurs who succeed in starting a businesxedt entrepreneurs are people who
engage in the start-up process of new businessklsaae already initiated start-up
activities (Reynolds et al., 2005). A major reasdry nascent entrepreneurs give-up

starting businesses is because they face capitatraints (Banerjee & Newman, 1993;

® There is a broken path between capital constraimisbusiness creation depicting the interactitecef
Our theoretical model does not argue for a dirfecebetween capital constraints on business iomat
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Blanchflower & Oswald, 1998; Evans & Jovanovic, 39&ries & Naudé, 2010; Ho &
Wong, 2007; Holtz-Eakin et al., 1994; Naudé et2008; van Auken, 1999; Wiklund &
Shepherd, 2003).

Particularly in developing countries, capital coastts are a major barrier
impeding new venture creation (Naudé et al., 2008pital constraints often occur
because the formal financial sector does not peorekcent entrepreneurs with capital
(Beck & Demirguc-Kunt, 2008). Nascent entreprenéuideveloping countries
commonly lack collaterals, the future of their messes is uncertain, and their capital
demand is too low to allow professional banks feeifthe costs of credit provision
(Beck & Demirguc-Kunt, 2008; Ho & Wong, 2007; Wikid & Shepherd, 2003). Other
funding sources are also difficult to access. Kangple, informal moneylenders
demand high interest rates in order to deal wistmldefault and the high interest rates
limit the success of the businesses in the longrhis implies that it is difficult for
nascent entrepreneurs to access capital. Schaeestherefore concluded that capital
constraints are the major obstacle hindering thedh of a business (Gries & Naudé,
2010; Ho & Wong, 2007; Klinger, Khwaja, & Del Cappi2013; Naudé et al., 2008).

3.3.1 The moderating effect of financial mental moels on the relationship of

capital constraints and business creation

Drawing on interactional psychology (Endler & Eddsr1986; Terborg, 1981)
and theoretical frameworks supporting an interagstoapproach (Gielnik & Frese,
2013; Welter, 2010), we argue that nascent entnejirs can be successful in starting a
business despite capital constraints. We hypotaebket participants’ financial mental
models have a moderating effect on the negatiaioelship between capital
constraints and business crealiddascent entrepreneurs can compensate for afack o
capital by developing financial mental models. Mgmiodels are cognitive

representations (or prototypes) of concepts oasdns and include knowledge about

® It is important to note that we did not assuméread effect, but rather that the main function of
financial mental models is to moderate this retate did not hypothesize a direct effect becalise t
start-up process is more complex and other fattesgles financial mental models play an importalat r
in it, such as action-regulatory factors as descriimn Gielnik et al. (2015). This study does nqlicate
the study of Gielnik and colleagues (2015), butead investigated moderating effects on the reiatip
of capital constraints and business creation.
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what kind of action is necessary in which situatiBradley et al., 2006; Frese & Zapf,
1994; Frese, 2009; Glass & Holyoak, 1986; Hack288]1 Johnson-Laird, 2001).

People can develop mental models for differentd®pind various situations (Frese,
2009), for instance financial mental models. Finalnmental models are cognitive
representations about financial aspects, for icgtaeturn and investment rates, cash
flow or margins (Baron & Ensley, 2006). In theindy on pattern recognition, Baron
and Ensley (2006) compared experienced entreprenaeople who had already started
several businesses, with unexperienced entreprgneeople who had started only one
business. Baron and Ensley (2006) examined howriexped and unexperienced
entrepreneurs identified and evaluated businessrappties. They found that
experienced entrepreneurs were more likely to usatahmodels that contained
financial aspects and financial success than umexmed entrepreneurs. As opposed to
this, unexperienced entrepreneurs were more likelyse mental models that implied
aspects of novelty, newness and personal excitefBanbn & Ensley, 2006). More
specifically, experienced entrepreneurs identiied evaluated new products and
services according to financial success, manageslkand/or the capacity to generate
positive cash flow, whereas unexperienced entregpsridentified and evaluated
business opportunities in terms of the opportusityvelty and whether they were
excited about it (Baron & Ensley, 2006). Furthereydhe mental models of
experienced entrepreneurs were well developed; inental models were more clearly
defined, richer in content and included more dddtaimensions than the mental models

of unexperienced entrepreneurs.

Scholars argue that well-developed mental moddts genple to interpret
information, understand complex patterns, and dsigoals in the environment, which
leads to an understanding of the environment ardirfg solutions for problems (Frese
& Zapf, 1994; Frese, 2009; Kieras & Bovair, 1984yford et al., 2012; Reihlen &
Ringberg, 2013; Sonnentag & Kleine, 2000; Sonnert@§8). An understanding of the
environment enables people to be ready for actinckty and to act effectively with
beneficial impacts on performance (Frese & Zap84t¥rese, 2009; Kieras & Bovair,
1984; Sonnentag & Kleine, 2000; Sonnentag, 199&) this argue that well-developed

financial mental models enable entrepreneurs gypnet financial information, have a

a7



Chapter 3 — When capital does not matter

profound financial understanding, and foresee fredmproblems. Therefore,
entrepreneurs are able to take corrective actmasaid or deal with problems and
mistakes related to their finances during the stprprocess. Being able to avoid or deal
with such problems implies that actions are mofecéfze and the accomplishment of

the start-up process runs smoother (Frese, 2009).

Effective actions and a smoother accomplishmeth@start-up process are
particularly important when facing capital consttai In case of capital constraints,
nascent entrepreneurs have fewer resources tarstisenselves. This implies that
nascent entrepreneurs have to use resources rfexgivefly. A well-developed
financial mental model reduces cost-intensive rhetaand wasting of resources, which
constitutes a burden to the low budget of nasaetnépreneurs’ start-ups. Like this,
financial mental models enable an effective useesburces and a successful

progression through the start-up process even wagital is limited.

In conclusion, we argue that the interplay of apmbnstraints and financial
mental models explains business creation. Our ¢tieat model holds that there is only
a negative effect of capital constraints on busireesation in case of low financial
mental models. In case of high financial mental el®dhe negative effect is weaker or
non-existent. In other words, despite facing capibastraints, entrepreneurs who have
well-developed financial mental models are stilealo accomplish the start-up process.
We thus assume that financial mental models rethecaegative effect of capital

constraints on business creation and hypothesize:

Hypothesis 1:Financial mental models moderate the effect oftabponstraints
on business creation in so far that there is a welakionship between capital
constraints and business creation for nascentgetreurs with well-developed
financial mental models and a strong and negaélationship for nascent

entrepreneurs with less developed financial mentadels.
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3.3.2 The effect of action-oriented entrepreneurshitraining on financial mental
models

We hypothesize that entrepreneurship training he#fsBcipants to acquire well-
developed financial mental models. In the prestrtys we focused on action-oriented
entrepreneurship training. The training is desdhiipedetail in Gielnik and colleagues’
(2015) study and in Bischoff et al. (2014). Reskdras shown that action-oriented
entrepreneurship training is effective in improvinginees’ mental models (Bell &
Kozlowski, 2008, 2009; Chillarege, Nordstrom, & Wiims, 2003; Fabiani et al., 1989;
Fiore, Cuevas, & Oser, 2003; Frese et al., 1988Inik et al., 2015; Glaub et al., 2014;
Kieras & Bovair, 1984; Smith-Jentsch, Campbell,aibvich, & Reynolds, 2001). We
argue that action-oriented entrepreneurship trgiemables trainees to develop financial
mental models through financial action principlestforming start-up actions, and
errors (Frese, 2009; Frese et al., 2003). Actioenbed entrepreneurship training
teaches action-principles about financial aspéatsnstance action principles about
managing finances, bookkeeping, accounting, findtagting capital, and financial
bootstrapping activiti€s Action principles are theory- and research-bderdistics or
what is colloquially referred to as “rules of thuhtbat provide practical knowledge
(Frese et al., 2003; Frese & Zapf, 1994; Frese92GkInik & Frese, 2013; Gielnik et
al., in press). These heuristics improve traineestal models because they provide
guidelines about how to act in various situatidirege et al., 2003; Frese & Zapf, 1994;
Frese, 2009). Action principles help trainees teellgp better search strategies, gain
knowledge about different situations, and impraoveetecting environmental signals
(Frese et al., 2003; Frese & Zapf, 1994; Frese9R00

Also, performing actions promotes knowledge abduatons and detection of
signals. According to action-regulation theory @aé& Zapf, 1994; Frese, 2009;
Hacker, 1998), actions enable people to exploretivironment and to acquire
knowledge about situational signals that will heith deciding when and how to act
(Frese & Zapf, 1994; Frese, 2009). Action-oriergattepreneurship training requires

its trainees to perform actions. During the tragpitrainees engaged in the start-up of a

’ Financial bootstrapping activities are strategfies help people to acquire resources without mglgin
long-term external finance (Winborg & Landstrémp2).
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new venture and performed start-up activities oleoto successfully start and manage
a business. They identified business opportuniieguired the necessary raw materials,
and sold their products or services to real custeni®erforming start-up actions and
learning through financial action principles enheththe trainees’ financial mental
models. The literature provides empirical supplaat financial action-principles
improve trainees’ knowledge about financial sitoiasi and financial processes, for
example about managing finances and keeping accecottds (Drexler, Fischer, &
Schoar, 2011). With the help of financial actiompiples and through performing
actions, trainees of action-oriented entreprenguitshining learned to understand
financial situations, detect financial signalsenmptret financial information (e.g.

working capital, income, expenditures, and revenaie) hence improved their financial

mental models.

Furthermore, action-oriented entrepreneurship itigisupports trainees in
developing financial mental models as it enablestho learn through errors (Frese &
Zapf, 1994; Frese, 2009; Hacker, 1998; Heimbe@k.e2003; Keith & Frese, 2008).
Learning new actions implies that errors occurmyithe learning process (Heimbeck et
al., 2003; Keith & Frese, 2005, 2008). When actiaresnot successful and fall short of
the standard, people reflect about the causesHgrastions were unsuccessful (Frese,
2009). In the training, trainers emphasized trahé&es should be open towards errors
and make use of the errors to learn about theinbsses. They encouraged trainees to
reflect on errors, such as running short of worlgagital or miscalculating profits.
Thinking about these errors enabled trainees tamgeétheir financial mental models

further.

In conclusion, action-oriented entrepreneurshimitng improves trainees’
financial mental models because it teaches finhact#on principles, enables trainees
to perform start-up actions, and supports traimeésarning through their errors (Frese
& Zapf, 1994; Frese, 2009). We therefore hypotreethat:

Hypothesis 2:Action-oriented entrepreneurship training leadshtdevelopment

of financial mental models.
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3.3.3 The moderating effect of financial mental moels on the relationship of

capital constraints and business creation

Our theoretical model posits that action-orientetitepreneurship training has a
positive effect on participants’ financial mentabadels and that the training moderates
the negative effect of capital constraints on bessncreation through financial mental
models (see Figure 3.1). This corresponds to aatetimoderation model (Grant &
Berry, 2011). Accordingly, we first argue for a neoating effect of action-oriented
entrepreneurship training in regards to the refstigp between capital constraints and
business creation. Subsequently, we develop thethgpis that participants’ financial
mental models mediate the moderating effect.

We argue for a moderating effect of action-oriergattepreneurship training on
the negative relationship between capital condsand business creation because the
training enabled trainees to effectively perforarstip activities (Gielnik et al., 2015;
Glaub et al., 2014) The training allowed trainees to perform fastrect, and effective
actions regarding the start-up of a new businesst, Eorrect, and effective start-up
actions allowed trainees to make the best useeif limited resources (Frese, 2009).
Consequently, trainees of action-oriented entreqareship training waste less
(financial) resources during the start-up prochas participants, who did not partake
in the training. Thus, trainees need less moneynwetarting a business and therefore
ware less affected by capital constraints thangiaaints, who do not take part in the
training. In conclusion, we argue that action-otéehentrepreneurship training reduces

the negative effect of capital constraints on bessncreation.

Hypothesis 3:Action-oriented entrepreneurship training modeyahe effect of
capital constraints on business creation in sushyathat there is a weak

relationship between capital constraints and bgsiceeation for training

8 The present study is different from the study bgiBk and colleagues (2015) as it does not exarine
direct effect of action-oriented entrepreneurshaining on business creation, but instead invetgga
moderating effects of the training on the relatlipdetween capital constraints and business oreati
(cf. figure 4.1). Capital constraints are seen amgor barrier for business start-ups (Banerjee &
Newman, 1993; Blanchflower & Oswald, 1998; Evanddanovic, 1989; Ho & Wong, 2007; Holtz-
Eakin et al., 1994; Naudé et al., 2008; Naudé, 2040 Auken, 1999; van Gelderen, Thurik, & Bosma,
2005). It is thus of great importance to gain ihssgnto factors moderating the negative effeatayital
constraints and business creation in order to wbaled how to facilitate the start-up process f@ceat
entrepreneurs.
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participants and there is a strong and negatiatioglship between capital
constraints and business creation for participahtse control group.

3.3.4 Financial mental model mediates the moderatineffect of action-oriented
entrepreneurship training on the relationship of caital constraints and business

creation

We have argued that participants’ financial mentatiels moderate the negative
effect of capital constraints on business credtitypothesis 1). Further, we have
reasoned that action-oriented entrepreneurshipitigaieads to the development of
participants’ financial mental models (Hypothesisinally, we have argued for a
moderating effect of action-oriented entreprendprsiaining on the relationship
between capital constraints and business creatigpdthesis 3). We have reasoned that
capital constraints have less of an effect on é@srthan on participants, who do not
partake in the training. Combining the previousdtieses, we argue that participants’
financial mental models mediate the moderatingcethé action-oriented
entrepreneurship training on the relationship betweapital constraints and business
creation (see Figure 3.1). Research has showitr#maing exerts long-term effects
through cognitive training outcomes (Baldwin & Fpi®88; Kraiger, Ford, & Salas,
1993). Financial mental models are such cogniti@ming outcomes that reduce the
negative effect of capital constraints on busiroesation. We therefore hypothesize:

Hypothesis 4:Financial mental models mediate the moderatingcefif action-
oriented entrepreneurship training on the relatignbetween capital constraints

and business creation.

3.4 Method

3.4.1 Procedure

We conducted a randomized controlled field expeniméth a pre-test/post-test
design, using a longitudinal design with four measent waves. Data collection took
place in the month before the training (T1), in thenth after the training (T2), 12
months after T1 (T3) and 18 month after T1 (T4). the data collection, we employed
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structured, face-to-face interviews and questiaesaat all four measurement waves.
We trained interviewers in how to best conductititerviews: They learned to probe
participants’ answers, take notes in the intervigse prompts for a better understanding
of nonconcrete statements, and prevent interviewers, for instance by taking non-
verbal signals of the participants into consideratifwo independent raters coded the
open questions of the interview according to codiciiemes developed by Gielnik and

colleagues (2015).

We randomly assigned the participants of the stadytraining group and a
control group subsequent to T1. The training gnegeived their action-oriented
entrepreneurship training directly after the firstasurement wave. The control group
was a waiting control group and was offered toipigdte in the training after the fourth
measurement wave. The design of the present shabjexl us to control for biases due

to maturation, history, testing, or self-select{@ook et al., 1990).

3.4.2 Action-oriented entrepreneurship training

The action-oriented entrepreneurship training scdbed in detail by Gielnik and
colleagues (2015) and Bischoff and colleagues (RQ1diversity lectures of two
universities in Kampala (Uganda) delivered thenirgg to four classes of about 50
participants. The training consisted of 12 weeldyssons of three hours. The 12
sessions covered topics from the fields of busiadssinistration, psychology and
entrepreneurship. Out of the 12 sessions, foui@essxplicitly covered finance-related
topics: two sessions addressed bookkeeping, os®admding starting capital and one
session managing finances. The training taughh@ia action principles, similar to
financial literacy rules of thumb (see also Drexdeal., 2011 for a similar approach). In
the session about finding starting capital, trasnearned to identify the amount of
starting capital needed for starting their busiasst identify different sources of
capital, to evaluate these sources according taghpresent value and return on
investment, and to employ financial bootstrappiatvéies. In the session about
managing finances, trainees learned to managewioeking capital, debtors, creditors,
stock, and cash. Furthermore, they learned howatcenforecasts for expected incomes

and expenditures, and to conduct a financial arsatgsunderstand why actual results
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are different from the forecasts. In the two sessi@bout bookkeeping, trainees learned
to control the finances of their businesses, tpkeeords of their cash in- and outflows,
to prepare an overview of their income and expenest, to prepare a profit and loss

statement, to identify the total costs of theiribasses, and to calculate a price for their

products or services.

The training was action-oriented and emphasizefbpring actions. During the
training, the trainees engaged in the start-upreva venture. In the first session of the
training, they formed start-up teams of five toesewrainees. During the 12 weeks of
the training, trainees started and ran a busindbsteir start-up teams. Their goal was
to start and operate a business that would maKka préhe 12-weeks of the training
period. The trainees performed entrepreneuriabastunder real business conditions.
They carried out all necessary start-up activibiethe entrepreneurial process, from
preparing to launch a business to the actual magagjithis business. The trainees
identified a business opportunity, acquired equipinaad raw materials, handled
debtors, creditors, produced their products or lbgesl their services, and sold their
products or services to real customers. They reddeedback from the trainers and
their classmates during the weekly sessions. Hachiugp team received a starting
capital of approximately 100 USD at the end offtls¢ session. The money had to be
refunded after the 12 weeks of training. Partiegrain the training was voluntary and
free. Trainees paid a deposit of approximately BDUper person to ensure regular
attendance in the training sessions. After the @é8ks of training, the trainees had the

deposit refunded to them.

3.4.3 Sample

Participants of the present study were undergragduan-business students in

their final year from two Universities in Kampaldgandd. The total number of

° Part of the present sample was described in dstaiielnik et al. (2015). As opposed to Gielnikaét
(2015), the present study included a fourth measent wave that took place 18 months after T1. The
study of Gielnik et al. (2015) collected data aethmeasurement waves, up to one year after Thiksie
et al. (2015) examined the effects of action-ogdrentrepreneurship training on action-regulatacydrs
and business creation. The study showed thatairérig had effects on opportunity identificatiordan
entrepreneurial action and that opportunity idédifon and entrepreneurial action mediated the
relationship of the training on business creatidme results of Gielnik et al. (2015) also revealeat
action-regulatory factors mediated the relationgtiifhe training on entrepreneurial action.
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students, who applied for the training, was 654 gidents were from Makerere
University and 227 students from Uganda Christianversity. Due to limited training
capacities, we could only offer training to aboQ03tudents. We randomly assigned
203 students to the training group and 203 studeritse control group. At T1, 13
students had to be excluded of the control growauee they did not take part in the
interviews and questionnaires. We excluded a furiree students of the training group
because they participated in less than eight ol thigaining sessions. Accordingly, the
initial sample included 384 undergraduate universitidents, 194 in the training group
and 190 in the control group. We used two-tailégits to test for significant
differences between the training group and therobgtoup at T1 and did not find any
significant differences between both groups onBhyneasures used in this study (all
p-values above .09. This suggests that randomization was succeasfiithe training

and control group were equivalent before the tragni

Directly after the training, 337 students took parthe second measurement wave
(T2) (training group: n = 184, control group: n53). At T3 (12 month after the first
measurement wave), 304 students participated imtbeviews and questionnaires
(training group: n = 162, control group: n = 14R)the fourth measurement wave (T4),

we collected data from 228 students (training graap110, control group: n=118). In

| gratefully received the data of the three measerg waves (T1-T3) from Prof. Dr. Michael Gielnik
and Prof. Dr. Michael Frese. | thank Eike Hedderdreas Heese, Rebecca Kernert, Marie-Luise
Lackhoff, Kay Turski, Thorsten Dlugosch, Melanienvtber Lahr, and Kristina Zyla for helping with the
data collection.

After T3, | led the study and | collected the T4add thank Svenja Haskamp, Sue Kitimbo and Diana
Brée for supporting the T4 data collection.

Due to drop-out over time, the sample size of tles@nt study is smaller than the sample size dhiRie
et al. (2015): The total sample of the presentysisi®14 students (training group: n= 109, congralup:
n=105). A similar sample is also used in the stdelycribed in the fourth chapter of this dissertatithe
sample described in the fourth chapter differs ftbemmsample of this study as it uses a hierarchical
structure of the data with 962 observations fror® @articipants. In the present study, we only idell
participants, who took part in both interviews: e interview and the T4-interview. In both studies
(chapter three and four), we excluded four paréiotp, since they scored with five standard deviatio
above the mean as outliers in number of employk#®ew businesses.

9The two-tailed t-test that analyzed differencesveen the training and control group before the
training showed a marginally significapivalue for capital constraints € -1.72,p = .09). The results
showed that the training group had marginal sigaiitly more capital constraints than the controuigr
(Training groupM = 5.15, control groupvl = 4.81). This implies an even more rigorous teshwégard
to our analyses of hypotheses. All other t-tests &imalyzed differences in the T1-measures and
demographic variables of this study between théroband training group showgsvalues of above
0.19.
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the present study, we only included students, wwb& part in the T1 and T4 interviews.
Additionally, we excluded four students becausg Seored as outliers, having five
standard deviations above the mean in the numbempfoyees they employed in their
businesses. Thus, the final sample of the presedy sonsisted of 214 students
(training group: n= 109, control group: n=105). téet if the drop-out influenced our
sample, we ran statistical analyses at each measuatavave to examine non-response
biases. Non-response biases imply that the abs#mesponses influences the results
(Hawkins, 1975; Singer, 2006). First, we used taitet t-tests and compared the
students of the training group, who dropped outdawith the students of the control
group that dropped out at T4. We compared the dudp-of both groups in terms of
demographic variables and T1-variables of thisystMde did not find any significant
differences in the demographic variables and T1smes between the non-respondents
of the training group and the non-respondents ettimtrol group (all p-values above
.07Y). Secondly, we compared the final sample of thigyswith the initial sample at

T1 described in Gielnik et al. (2015). We calcutbteo-tailed t-tests to analyze if the
two samples (the initial sample of 384 studentstaedsample of this study) differed in
any demographic or T1-varibles used in the prestmly. Results showed no
significant differences between the two sampldsta&hlues above .18). Thus, we
deemed non-response to not have an effect on ¢ar da

3.4.4 Measure¥

Action-oriented entrepreneurship trainingarticipants of the training group were

coded as “1” and participants of the control gragp0”. Trainees, who participated in

"The two-tailed t-test showed a marginal significdifference in social norms between the T4-drogsout
of the training group and the T4-drop-outs of tbatomol group {= -1.83,p = .07). The drop-outs of the
training group scored slightly higher in social msrM = 3.90) than the non-respondents of the control
group at T4 M = 3.68). However, two-tailed t-tests showed thatgample of the present study did not
significantly differ from the initial sample of 3&tudents in social norms=£ -0.17,p = 0.87). Also, the
final sample of the present study did not show siggificant difference in social nhorms between the
training and control groupg € -0.43,p = 0.67). Thus, we conclude that the marginal $icgmt difference

in social norms between the non-respondents ofah&ol group and the non-respondents of the tgini
group did not influence our sample in favor of tleatrol or training group. All other two-tailedests
analyzing differences in the T1-measures and deapdie variables between T4-drop-outs of the control
group and of the training group revealed non-sigaift results (alp-values were above .10). This
indicates that the non-response did not influengesample in favor of the training or control group

12 The measures of business creation, action-orieemigépreneurship training, controls (gender cogmit
ability, university and relatives in business) wdescribed in detail by Gielnik et al. (2015).
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less than eight training sessions, did not sucalgsiomplete the training. Therefore,
we excluded trainees, who did not partake in amuimn of eight training sessions.

Business creatiorin order to assess business creation we askedttieipants
before the training (T1) and 18 months after th& fimeasurement wave (T4) in a
structured interview if they currently owned a mesis. We coded the responses as “1”
if participants indicated that they owned a bussreesd as “0” if they did not own a
business. We validated the answers by asking wh#tbearticipants had any
employees and whether they made any sales withlibsinesses. We only coded
participants who indicated that they had startbdsainess, had employees and/or made

sales with “1”.

Capital constraintsWe adapted the measure of Wiklund and Shepherdj200
and used a three item scale to measure capitalraoris. We measured capital

constraints before the training at T1. The itemgtie measurement were:

“If | wanted to start a business, potential souriceget the necessary starting

capital would be limite

“If | wanted to start a business, a great impedinfentny venture would be a

lack of available sources for starting capital

“If I wanted to start a business, getting accessuf@icient financial capital would
be difficult.

Participants assessed the three items on a sev@ri_pert scale ranging from
“strongly disagree” (1) to”strongly agree” (7). The internal consistency of the scale

was good (Cronbach’s Alpha = .78).

Financial mental model3NVe used a structured interview at T4 to assessbial
mental models. The measurement is based on BatbBrasiey’'s (2006) study. In the
interview, we asked participants to describe aa ide a new product or service, that
they had considered but then ultimately rejectetitarexplain why they eventually
rejected this idea. Specifically, we askeglease indicate why you rejected this idea
In case participants had rejected more than onedsssidea, we repeated the questions

for the second and third business idea they hadtesj. To code the answers, we
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developed a coding scheme based on Baron and Ha§le§). Baron and Ensley
(2006) showed that the mental models of experieero#epreneurs were richer in
content with regard to financial aspects (finanoiantal model). For instance,
experienced entrepreneurs identified and evaluaisthess opportunities according to
aspects of financial success, manageable riskthenchpacity to generate positive cash
flow. Based on the outcomes of Baron and Ensle@g20ve coded the answers of our
participants according to the following four catags: (1) low margins, (2) slow cash
flow, (3) long sales cycle, and (4) low return/higliestment. We coded participants’
answers for each category. Per category, partitspaceived a score of “0” if their
answers did not include the respective categoty, d their reasons for rejecting the
business opportunity were included in the categoiy a “2” if they gave detailed
descriptions about the reasons. Two independegrisraid been trained in coding
participants’ answers. Both raters were blind ®hlipotheses and to the experimental
condition of the participants (training or contgobup). Calculations of intraclass
correlation coefficients (ICC; Shrout & Fleiss, B9'8howed good inter-rater
reliabilities (ICC = .96).

Control variables At T1, we assessagender cognitive ability university
relatives in businesandsocial normsas control variables. Research showed that these
variables affect business start-ups (Davidsson &igi®2003; De Witt & van Winden,
1989; Krueger, Reilly, & Carsrud, 2000; Meek, Pahe York, 2010; Van Praag &
Cramer, 2001; Wang & Wong, 2004). The literaturevjdes empirical evidence that
gender has an influence on the process of busaneason (Wang & Wong, 2004). For
this reason, we included gender in our study. Wedsarticipants in the structured
interview to indicate their gendefie(nale= 0, male= 1). Since participants studied at
two different universities, we also asked thermudigate at which university they
studied Makerere University= 0,Uganda Christian University 1). Furthermore,
research revealed that having relatives, who obusiess influences participants’
business creation (Davidsson & Honig, 2003; Wary&ng, 2004). Therefore, we
assessed whether participants had relatives whedwaiusinesyés= 1,no= 0) and
used it as a control variable in our study. In &ddj we controlled for social norms
regarding entrepreneurship as the social conteys crucial role in business creation
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(Krueger et al., 2000; Meek et al., 2010). Base&areger and his colleagues (2000),
participants of the present study answered sixdtema five point Likert scale ranging

from “not at all” (1) to “absolutely” (5). Example items were:
» Would family and friends want you to start your dwsiness?

“Do most people who are important to you think ywausd become self-

employed?
“The people in my life whose opinion | value aréseiployed

The mean of the six items formed the score fontkasure of social norms. The
internal consistency of the scale was good (Crambaklpha = .79). Furthermore,
research showed that cognitive ability has an immpadusiness creation (De Witt &
van Winden, 1989; Van Praag & Cramer, 2001). Tiugscontrolled for cognitive
ability and measured cognitive ability with theitigpan test. The digit span test is a
subtest of the Wechsler test (Wechsler, 1997) ardsses working memory capacity or
general mental ability (Colom, Rebollo, PalaciagrdEspinosa, & Kyllonen, 2004).
Participants have to remember rows of three to numebers and repeat them. The
interviewers read rows two times forward and tvmoets backward to the participants.
The answers of the participants build four itereg tomprise their memorizing of the
rows of numbers two times forward and two timeskaaad. These four items form the
scale of cognitive ability. The internal consistgiot the scale was good (Cronbach’s
Alpha = .81).

3.5 Results

3.5.1 Descriptive statistics and inter-correlation®f study variables

Table 3.1 presents the correlations and descriptafgstics of variables relevant
for the present study. The correlations indicaée #ttion-oriented entrepreneurship
training predicted financial mental modeds=(.17,p <.05) and business creation at T4
(r =.15,p<.05).
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Table 3.1
Descriptive statistics and inter-correlations @& #tudy variables.

Variable Time M SD 1. 2. 3. 4. 5. 6. 7. 8. 9.
1 Gender T1 0.62 0.49
2 Cognitive ability T1 2.92 0.99.00
3 University T1 0.26 0.440.05 -0.18
4 Relatives in business T1 0.56 0.8.007 -0.01 0.00
5 Social norms T1 3.83 0.70.17 -0.05 0.06 0.19
6 Business creationatT1 T1 0.20 0.6m7 0.03 -0.03 0.70 0.11
7 Capital constraints T1 499 14103 008 -0.16-0.09 0.10 -0.12
8 Trainind T1 0.51 0.500.01 -0.02 -0.06 -0.02 0.03 -0.09 012
9

Financial mental models T4 0.06 0.69.04 -0.01 -0.12 -0.18" -0.03 -0.05 0.13 0.17
10 Business creation at T4 T4 056 06807 -0.17 0.14 0.11 0.04 0.17 -0.07 0.15 0.08

Note.! Training means action-oriented entrepreneurshipitrg.” p <.10; p < .05;" p < .01.
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3.5.2 Results of testing the hypotheses

In order to test our theoretical model, we folloveedrocedure that is commonly
used for testing mediated moderation ( e.g. s&ramt & Berry, 2011). First, we
conducted linear regression analyses to test whetbhdraining was significantly
related to financial mental models. We conductgglagsion analyses with financial
mental models as the dependent variable and actiented entrepreneurship training
as the independent variable controlling for gendegnitive ability, university, relatives
in business, social norms, and business creatidf.alable 3.2 displays the results of
the linear regression analyses showing that aciented entrepreneurship training
had a positive effect on financial mental modgls 0.16,p < .05). Training accounted
for three percent in the explained variance inrftma mental models. Thus, the results
provided empirical support for hypothesis (H2) thetion-oriented entrepreneurship

training leads to the development of financial rméntodels.

In hypotheses H1, H3, and H4, business creatitreisutcome, which is a
dichotomous variable. We therefore used logistirassion analyses to test the
hypotheses. Results provided support for all thygetheses. First, we tested whether
action-oriented entrepreneurship training modertteceffect of capital constraints on
business creation at T4 (H3). Results provided sugpr the hypothesis (H3). We
calculated logistic regression analyses with chpaastraints as predictor, training as
moderator and business creation at T4 as the depewndriable. We included the
following control variables: gender, cognitive il university, relatives in business,
social norms, and business creation at T1. TaBl¢Nodel 1-3) depicts the results of
the logistic regression analyses, showing thatrttezaction between action-oriented
entrepreneurship training and capital constraiigisificantly predicted business
creation at T4E = 0.50,SE= 0.25,p < .05). Figure 3.2 illustrates the slopes for the
training group and control group. Simple slope gsed revealed a marginal significant
negative effect of capital constraints on busireesation at T4 for the control group (
=-0.33,SE=0.19,t =-1.74,p < .10). For the training group, the relationshgiveen
capital constraints and business creation at T4neasignificant B = 0.18,SE=0.17,t
=1.09).
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Table 3.2

Regression analyses testing the effect of actieented entrepreneurship training on
financial mental models.

Financial mental models

Model 1 Model 2
B B

Step 1: Controls

Gender 0.01 0.00

Cognitive ability 0.01 0.00

University -0.10 -0.08

Relatives in business -0.21 -0.21

Social norms 0.02 0.01

Business creation at T1 -0.07 -0.05
Step 2: Main effects

Training' 0.16
R? 0.06 0.09
AR? 0.03
F 1.94 2.28

Note.Standardized regression coefficierﬁ*s)(are re*portec}Training means action-
oriented entrepreneurship trainifg <.10; p<.05; p < .01.
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Figure 3.2.The moderating effect of action-oriented entreptgship training on
the relationship between capital constraints argin@ss creation.
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Table 3.3

Logistic regression analyses testing the mediatediemation effect of action-oriented entrepreneyrstaining and financial mental

models on the relationship of capital constraimis lausiness creation.

Business creation at T4

Model 1 Model 2 Model 3 Model 4 Model 5

B SE B SE B SE B SE B SE
Step 1
Gender 099" 033 087 035 091" 035 094 036 091 0.36
Cognitive ability -0.27 0.17 -0.27 0.18 -0.26 0.18 -0.27 0.18 -0.28 0.19
University 036 038 043 040 055 041 059 041 065 042
Relatives in business 055 033 057 035 068 036 08I 038 095 0.39
Social norms -0.16 023 021 025 -025 025 -027 025 -0.14 0.26
Business creation at T1 077 043 089 045 095 046 098 046 094 0.46
Step 2
Capital constraints -0.06 0.12 -0.07 0.12 -0.08 0.12 -0.06 0.13
Training' 085 034 08 035 080 035 067 0.36
Step 3
Capital constraints x Training 050 025 046 025 041 0.26
Step 4
Financial mental models 2.88 2.03 3.43 2.08
Step 5
Capital constraints x Financial mental models 3.85 1.72
Nagelkerke's R 0.14 0.18 0.21 0.22 0.26
Hit rate 65% 72% 69% 60% 65%
Deviance 224.15 209.46 205.42 203.35 198.07
Change in Deviance?) 14.69 4.04 2.07 5.28

Note.Unstandardized regression coefficients (B) anddstaherrors (SE) are reportédiraining means action-oriented entrepreneurshipitig. * p <.10;'p <
.05;"p<.01.
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Secondly, we tested whether financial mental moatelderated the effect of
capital constraints on business creation at T4.(A¢ findings provided support for
the moderating effect of financial mental models ¥dlculated logistic regression
analyses with capital constraints as predictogroial mental models as moderator, and
business creation at T4 as the dependent variableatiing for gender, cognitive
ability, university, relatives in business, sogiafms, and business creation at T1. Table
3.3 (Model 4-5) presents the results. As shownahld 3.3, the interaction between
capital constraints and financial mental modelsljoted business creation at TB £
3.85,SE=1.72,p < .05). We followed Aiken and West (1991) to gl interaction
and calculated the values of business creatiod &iTone standard deviation above
and below the means of capital constraints anchfirsh mental models (cf. Figure 3.3).
Simple slope analyses revealed a significant negjafifect of capital constraints on
business creation at T4 in case of less develdpaddial mental model$(= -0.40,SE
=0.18,t =-2.26,p < .05). In case of well-developed financial memaldels, the
relationship between capital constraints and bgsigeeation at T4 was not significant
(B=0.27,SE=0.18,t = 1.50).
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Figure 3.3.The moderating effect of financial mental modeidite relationship

between capital constraints and business creation
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Thirdly, the interaction between financial mentaldrls and capital constraints
mediated the moderating effect of training on #latronship between capital
constraints and business creation at T4. Thisde#ated by the fact that the interaction
between capital constraints and training becamesigmificant when the interaction
term between capital constraints and financial mlenbdels was entered into the
equation (cf. Table 3.3).

Fourthly, in order to analyze the mediation effefcthe interaction term of
financial mental models and capital constraintthien, we used the bootstrapping
procedure (Preacher & Hayes, 2004; Preacher & H&p88). The bootstrapping
procedure allows us to test whether the moderatifegt of training on the relationship
between capital constraints and business creati®dd was indirect through the effect
of financial mental models. If the confidence intdrexcludes zero, the indirect effect
is significant (Preacher & Hayes, 2004; Preachéta§es, 2008). Bootstrapping
analyses indicated a significant indirect effentl{iect effect = .1165E =.086, lower
95% confidence interval [Cl] = .001, upper 95% CB%3). In conclusion, the results
provided support for the hypothesis that finanoiehtal models mediate the
moderating effect of action-oriented entreprendprsiaining on the relationship

between capital constraints and business creatidd €14).

3.6 Discussion

We contribute to the literature by developing aotletical model that explains
under which conditions capital constraints affeclo not affect business creation.
There is research that shows that capital constrane a major barrier impeding
successful business creation (Banerjee & Newma®3;1Blanchflower & Oswald,
1998; Evans & Jovanovic, 1989; Gries & Naudé, 2@ & Wong, 2007; Holtz-Eakin
et al., 1994; Naudé et al., 2008; van Auken, 199&lund & Shepherd, 2003).
However, this research does not take into accowatenating factors that explain under
which conditions capital constraints have or doheote an effect on business creation.
The present study investigated moderating effectsder to add to a better

understanding of the role of capital constraintusiness creation.
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We integrated theories from different domains amsalered a more
comprehensive approach to develop our theoretioglet Our theoretical model
considers the interplay of environmental and pshazfical factors. Drawing on
interactional psychology and the interactionistrapph (Endler & Edwards, 1986;
Gielnik & Frese, 2013; Terborg, 1981; Welter, 202k model demonstrates that the
interplay of financial mental models and capitaistwaints better explains business
creation than financial mental models or capitaistmints alone. Building on the work
of Baron and Ensley (2006), we argued that welletigyed financial mental models
attenuate the negative effect of capital constsaont business creation. Results of our
statistical analyses provided support for this ligpsis. Capital constraints negatively
affected business creation for participants wholbas-developed financial mental
models. On the other hand, for participants whowelitdeveloped financial mental
models, capital constraints had no effect on bgsimeeation. This means that financial
mental models buffer the negative effect of captaistraints and facilitate business
creation when faced with capital constraints. Timding has at least two important
theoretical implications. First, entrepreneuriadties that only rely on an economic
perspective are not sufficient to explain busir@ssation. Capital plays a role in the
entrepreneurial process but whether or not capaastraints actually impede business
creation depends on individual characteristicsh®asfinancial mental models.
Secondly, our finding that financial mental modaie an important moderator in our
theoretical model contributes to the literaturecognitions in entrepreneurship.
Scholars have emphasized that a cognitive perspgatovides important insights into
entrepreneurship (Baron, 2004; Grégoire, Corbett)jéMullen, 2011; Mitchell et al.,
2007). For example, Baron and Ensley (2006) have/stihat experienced and novice
entrepreneurs differ in their mental models. Wbigerienced entrepreneurs focus on
financial aspects when identifying and evaluatipgartunities, novice entrepreneurs
are more likely to rely on aspects of novelty otgmbial to change the industry. We add
to this line of research by showing that finanon@ntal models have predictive value
insofar as financial mental models buffer the dftdccapital constraints on business
creation. Financial mental models are an importaghitive construct that influences

whether or not capital constraints have a negatffext on entrepreneurs.
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Apart from the buffering effect of financial mentabdels, our findings also
showed that action-oriented entrepreneurship trgimoderated the negative effect of
capital constraints on business creation. Baseattion-regulation theory (Frese &
Zapf, 1994; Frese, 2009; Hacker, 1998), we arghatlction-oriented
entrepreneurship training attenuates the negatigetef capital constraints on business
creation. The results of our study provided emplrgupport for this hypothesis.
Action-oriented entrepreneurship training had aisicant moderator effect on the
negative relationship between capital constraintstausiness creation. Capital
constraints had a negative impact on businessiengiatr participants who did not
receive the training (control group). The negattfect of capital constraints on
business creation disappeared for participants,penmok in action-oriented
entrepreneurship training (training group). For tifaéning group, capital constraints did
not have a negative impact on business creatiomrdsults imply that action-oriented
entrepreneurship training helps to deal with protd¢hat come along with capital
constraints. Furthermore, results of our study eicgdly supported our hypothesis that
action-oriented entrepreneurship training buffeesriegative effect of capital
constraints on business creation through finamogital models. Action-oriented
entrepreneurship training led to the developmeffihahcial mental models.
Participants of the training developed a deepeerstdnding of financial cues and
learned how to interpret financial information, wimishould translate into efficient
actions in the start-up process. Being more efiicie the start-up process means
wasting fewer resources; this in turn implies teas financial capital is required.
Capital constraints are thus less of a problemumecfrainees are able to make effective

use of the little capital they have to accomplish $tart-up process nonetheless.

Our findings in regards to the effects of actiorented entrepreneurship training
have at least two important theoretical implicasioirst, deviated from current
thinking in the literature, which states that amproved access to capital is the major
solution for unfavorable capital conditions (Blafiolver & Oswald, 1998; De Mel et
al., 2008; Evans & Jovanovic, 1989; Ho & Wong, 20@ah Auken, 1999; Wiklund &
Shepherd, 2003), our study reveals that trainirapiadditional factor that helps in
dealing with capital constraints. Action-orientedrepreneurship training led to the
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development of financial mental models and thisidished the negative effect of
capital constraints on business creation. Our stadyributes to the literature because it
contradicts common thinking and disagrees withNbbel peace laureate, Muhammad
Yunus, who states that instead of teaching peopiieveloping countries new skills, we
should provide them access to capital (Yunus, 1p9940). Our study leads to the
conclusion that training people in developing coestsupports these people in
successfully starting new businesses despite theffat they face severe capital
constraints. Secondly, our findings indicate thaiosm-oriented entrepreneurship
training facilitates the development of financiaémtal models. So far, research has
mainly focused on entrepreneurial experience amnécedent of developing financial
mental models (Baron & Ensley, 2006). Our studypsus an action-regulation theory
approach by showing that learning through actioa raining context contributes to the
development of cognitive structures that are helipfthe venture creation process
(Frese, 2009).

3.6.1 Strengths and limitations

The strength of the present study is its desigrnteSbour theoretical model, we
conducted a randomized controlled experiment usipge-test/post-test design.
Entrepreneurship scholars have called for randahez@eriments to better understand
the process of starting a business (Bruton eP@l3; Bruton, 2010; Glaub & Frese,
2012; Martin et al., 2013; McKenzie & Woodruff, Z)IReynolds, 2012). Randomized
controlled experiments are a valuable approachusecthis design overcomes several
methodological limitations (Banerjee & Duflo, 20a@¢ok et al., 1990; Duflo et al.,
2007). For instance, a randomized controlled expent allows researchers to control
for history, maturation, testing and self-selectidhis means that effects of economic
and regulatory conditions, effects of traineesunatdevelopment, effects of learning
through responses during the assessment, andseffieicainees’ preexisting inclination
towards entrepreneurship do not bias the findifdgeeostudy (Cook et al., 1990;
McKenzie & Woodruff, 2012).

A potential limitation of the present study is #tadent sample. University

students have high levels of human capital. Thegive the highest level of education
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and have the most years of school education. Thes,level of human capital is higher
than that of most of the country’s population. Rartmore, they are also relatively
young and are at the starting point of entering thecupational careers. We argue that
our findings are also applicable to different agaugs and people with lower human
capital for two reasons: Firstly, action-orientedrepreneurship training teaches action
principles and hence improves trainees’ financiahtal models. Action principles are
“rules of thumb” that imply that the training contas taught in a simple and action-
related way (Frese & Zapf, 1994). This approadinslar to teaching rules of thumb as
described in Drexler and colleagues’ (2011) studgvoids complexity and providing
trainees with complex theories which means thagh level of education is not a
requirement for its success (Drexler et al., 20 &se, 2009). Secondly, we developed
the training for non-business students. This ingaiiet the training targets students,
who do not have any knowledge in business. We tatjube training, in such a way
that beginners in the field of entrepreneurshipalano follow it. Since the training
content is presented in a simple manner with tie dieaction principles and the
training is developed for people, who do not hawe farmer business knowledge, we
argue that participants with lower human capitablder trainees will also benefit from
it. We thus reason that the training is able toease financial mental models of
trainees’ with lower human capital or older traiseldowever, future research needs to
investigate whether results of the present stugls@s hold true for samples with

different levels of human capital and different ggeups.

Furthermore, the students of the present studd liv& country (Uganda) that has
the second highest total entrepreneurial activiggX) according to the Global
Entrepreneurship Monitor Report 2014 (Singer, Arspi Arreola, 2015). In addition,
Uganda has high rates of opportunity entreprengurathich is uncommon for
developing countries (Namatovu, Balunywa, Kyejjus®)awa, 2011). It is possible to
argue that participants of our study are more gigoimclined to engage in
entrepreneurship than persons in other contexteeMer, research has shown that
action-oriented training is effective in changirigdents’ cognitions in different

contexts (Barr et al., 2009; Davidsson & Honig, 20Rasmussen & Sgrheim, 2006).
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We therefore argue that our results are generddéizaid also hold true in other

contexts.

A further potential limitation is that students wotarily applied for the training. It
is possible to argue that students who apply ftnrepreneurship training are more
interested in entrepreneurship than students, whaat apply. Therefore, it is possible
that our results only apply for participants whe generally interested in
entrepreneurship. However, we think that partidulpeople who are generally
interested in entrepreneurship might engage iretieepreneurial process and therefore
this bias has little effect on our theoretical modée theoretical model should hold for

nascent entrepreneurs.

Additionally, the measurement of financial mentaldals potentially limits the
interpretation of our results. Financial mental mlsdvere only measured 18 months
after the training. Unlike any other constructiué present study, we did not measure
financial mental models before the training. Weuarthat this does not affect our
interpretation of the effect of the training ondntial mental models as we randomly
assigned the participants to the training groupthedontrol group. Due to the
randomization, we can assume that there was neréifte in financial mental models
between the groups before the training. We areident that the groups were
equivalent before the training because we did indtd significant difference between
the training and control group in the other measw¥e measured financial mental
models sometime after the students had graduaieduniversity (T4) because the
measure of financial mental models depends onejleetron of business opportunities
(Baron & Ensley, 2006). We measured financial memtadels by rating participants’
reasons for having rejected business opportunitign the last year. It is unlikely that
university students would have rejected many bussimgportunities during the time of
their studies. It is more likely that they identdpd reject business opportunities after
they have finished their studies (e.g., at T4).gkdingly, we took the measurement

after students had started their occupational csuwaa®l engaged in business activities.
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3.6.2 Future research

Our study offers several avenues for future re$ediicst, we think it is promising
to continue adopting an interactionist perspedtiventrepreneurship. We showed that
individual and environmental characteristics intéed in predicting business creation.
Other research has taken a similar approach. Fonpbe, Hmieleski and colleagues
have examined how environmental characteristi¢srims of environmental dynamism
interacted with individual characteristics, suctopmism and leadership, in predicting
entrepreneurial performance (Hmieleski & Baron,208mieleski & Ensley, 2007).
Future research focusing on capital constraintédcdowestigate how other individual
factors help entrepreneurs accomplishing the verdrgation process even when
suffering from capital constraints. Specificallyg whink that individual action strategies
to deal with resource constraints are particulargmising in this regard. Action
strategies, such as bricolage or effectuation,igeo&pproaches to create a business
with limited resources. Bricolage means making gateatively combining the
resources at hand (Baker & Nelson, 2005). Effecinamphasizes using available
means in terms of who you are, what you know, ahd you know (Sarasvathy, 2001).
Research investigating the interaction betweenrenmiental and individual
characteristics would contribute to developing mategrated theories of

entrepreneurship.

Secondly, we think that examining the cognitiveistures of entrepreneurs and
how these structures are developed is a promigipgpach to promote
entrepreneurship. We found that financial mentadlel® play an important role in the
entrepreneurial process and that action-orienté@ eneurship training promotes the
development of such mental models. Other reseastekamined cognitive biases,
decision making, and information processing to aixpéntrepreneurship (Busenitz &
Barney, 1997; Gielnik, Kramer, Kappel, & Frese, 20%hepherd, Williams, & Patzelt,
2015). Research on cognitions in entrepreneurshigdvenefit from investigating not
only how these factors predict entrepreneurshipalad the antecedents of such
cognitive factors and processes. Apart from trgnrmesearch suggests that other forms
of learning, for example deliberate practice, dbute to developing cognitive
structures that allow entrepreneurs to excel (B&dienry, 2010; Unger, Keith,
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Hilling, Gielnik, & Frese, 2009). Thus, althouglsearch on cognitions in
entrepreneurship has made a leap forward, thergtiir@pen questions regarding the

origins and development of entrepreneurial cogngiGrégoire et al., 2011).

Thirdly, future research can build on our study anastigate additional factors
through which entrepreneurship training exerts sitpe effect. Meta-analytic evidence
has shown that entrepreneurship trainings aretefée@artin et al., 2013). However, it
is still unclear through which processes entreprestep training has a positive short-
and long-term effect on entrepreneurship (Martialgt2013). Our study showed that
well-developed financial mental models are an irtgadroutcome of entrepreneurship
training as financial mental models attenuate @gative effect of capital constraints on
business creation. Previous research has focusethenmechanisms, such as action-
regulatory or emotional/inspirational factors (@i&let al., 2015; Souitaris, Zerbinati,
& Al-Laham, 2007). Research investigating additionadiating and moderating
mechanisms through which entrepreneurship traiaffegts business creation would
contribute to developing a comprehensive theomsmnbfepreneurship trainings. Such
research could build on theoretical models of trgjmesearch that has clustered
potential training outcomes according to cognitskdll-based, and affective categories
(Kraiger et al., 1993).

Finally, we suggest continuing with studies on epteneurship in developing
countries. Entrepreneurship is an important fafcioeconomic growth and wealth
creation (Audretsch & Keilbach, 2004; Carree & Tikhu2003, 2008; Mead &

Liedholm, 1998; Reynolds, 2012; Thurik et al., 2000 Stel et al., 2005; van Stel &
Storey, 2004). However, little is known about eptemeurship in emerging economies
and developing countries (Bruton et al., 2008; Nawd al., 2008). Research that
contributes to a better understanding of entrepnesigp in developing countries is
helpful for practitioners and politicians who wddward alleviating poverty and
enhancing economic development. Furthermore, sesdarch is also helpful to develop
theories of entrepreneurship that are applicabiesadhe globe and not only in Western
societies, which form less than 5% of the worlddgplation (Arnett, 2008).
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3.6.3 Practical implications and conclusions

The present study suggests that action-orientedgeneurship training reduces
the negative effect of capital constraints on bessncreation through financial mental
models. This implies that action-oriented entrepteship training can help trainees to
overcome the barrier capital constraints posesiem toy supporting them in
developing financial mental models. Diverging frtdme common thinking that
improved access to capital is the major solutiorofercoming capital constraints
(Blanchflower & Oswald, 1998; De Mel et al., 20@8;ans & Jovanovic, 1989; Ho &
Wong, 2007; van Auken, 1999; Wiklund & Shepherd)20 the findings of our study
suggest that action-oriented training is a possblation for enhancing business
creation in environments when capital constrainésaa issue. Thus, the findings of our

study are relevant for practitioners and policy erak

Our study suggests that practitioners and polickersashould promote the
implementation of action-oriented entrepreneurstaming. They should not only focus
on facilitating access to capital, but also on iowong entrepreneurship education. The
implementation of action-oriented entrepreneurstaming is less cost-intensive and
can easily be integrated into the educational systéniversities, secondary schools and
other educational institutions can apply actioreoted entrepreneurship training at
minimal costs and integrate it in their curriculuflis way, educational institutions
promote the development of learners’ financial raemtodels and thus teach their
learners how to start businesses even though tedaeing capital constraints.
Furthermore, action-oriented entrepreneurshipittrgidoes not aim at providing
complex theoretical knowledge. The method of aetidanted entrepreneurship
training implies teaching action-principles (rutdghumb) and promoting learning
through action. Similar to Drexler and colleagu@811) study, the objectives of the
training are to provide knowledge in a simple farhteaching. This implies that not
only university students are able to take parhattaining, but also people, who are
educated to a lower level than university studangs Thus, the training can for
example also be applied to older people, peopiediin rural areas and school drop-
outs. Therefore, action-oriented entrepreneurshipihg is a possible means to
enhance financial mental models of less educatedlpeThus, to promote the
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development of financial mental models, policy nrakend practitioners should
consider implementing action-oriented entreprerteprisaining.
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CHAPTER 4

Getting there in the long run: A career developmenperspective on

effects of entrepreneurship training on business eation

4.1 Abstract

We build on a career development perspective anelole a theoretical model
that examines the effect of action-oriented eneeeurship training on participants’
careers over time. Our theoretical model implieg geople follow a multidirectional
career path with varying sequences between emplayamsl self-employment. We
hypothesize that action-oriented entrepreneurshipihg leads to business creation
over time through employment and employment incdd@sed on the protean career
concept, we argue that the effect of training opleyment and employment income is
particularly strong for participants who have hagyntrol aspiration. We conducted a
longitudinal randomized field experiment with faueasurement waves over a period
of 21 months. Our sample comprised 962 observafrons 293 students from Uganda.
To test our hypotheses, we conducted growth madelshierarchical linear regressions
examining lagged effects. Results showed that maairented entrepreneurship training
had effects on employment and employment income towe. Furthermore, results
provided empirical support for the moderating efi@ccontrol aspiration on the
relationship between training and employment a$ agebetween training and
employment income. Additionally, we calculated hrehical linear regressions testing
combined lagged effects. Results revealed that@mmnt and employment income
predicted business creation over time. The findswgggest that action-oriented
entrepreneurship training increases participamgleyability and enables them to earn

employment income, which leads to business creéatitime long term*>

13| gratefully received the data of the three measient waves (T1-T3) from Prof. Dr. Michael M.
Gielnik (Leuphana University of Liineburg) and Pidf. Michael Frese (National University of
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4.2 Introduction

Entrepreneurship education and training is effeciivincreasing entrepreneurial
attitudes, start-up rates, and performance (Maitia., 2013). In particular, action-
oriented training (i.e., programs which put a matar focus on performing start-up
activities and starting a business during the ugtetion) is considered to be highly
effective in promoting entrepreneurship (Barr et2009; Gorman, Hanlon, & King,
1997; Oosterbeek, van Praag, & ljsselstein, 20ittgWay, Missing, Hudson, &
Maragh, 2009; Rasmussen & Sgrheim, 2006). Howewgninderstanding of how and
under which conditions action-oriented entrepresigiprtraining exerts an effect is
limited. In their meta-analytic overview, Martina&t (Martin et al., 2013) concluded
that most of the studies evaluating the impacintfepreneurship education and training
do not develop a solid theoretical grounding whiadans that there is only little
theoretical explanation for why there is a posigfkect. Furthermore, in their
systematic review of the entrepreneurship educditerature, Pittaway and Cope
(Pittaway & Cope, 2007) found that many evaluastrdies focus only on short-term
outcomes. They noted that entrepreneurship educhés a positive effect on
entrepreneurial intention and propensity. Howeitegemains unclear to what extent

these impacts convert into effects on becomingeselbloyed and starting a new

Singapore and Leuphana University of Lineburg)f.Aba Michael Frese and Prof. Dr. Michael Gielnik
set up the study and its design from T1 to T3.ddition, together with lecturers from Makerere
University Business School, Makerere Universityadda Christian University and Kyambogo
University, Prof. Dr. Michael Frese and Prof. Dricklael M. Gielnik developed the training. Regarding
the development of the training, | provided inpart the development of the training session “busines
opportunity identification” and conducted a preestihat provided insights relevant to this training
session.

After T3, I led the study: | conceptualized thedstand the paper, composed the measurements,tedllec
the T4-data, led the rating procedures, interprétediata, and wrote the paper. Prof. Dr. Michaet&
(National University of Singapore and Leuphana @nsity of Lineburg) and Prof. Dr. Michael Gielnik
provided intellectual input, supported conceptuatizhe paper, supported setting up the study, and
proofread the paper. Prof. Dr. Michael Gielnik gmaeHd the data of the paper. | supported the Statist
analyses.

I would like to thank Prof. Dr. Michael Frese ana® Dr. Michael M. Gielnik for their support.
Additionally, 1 would like to thank them and thectarers from Makerere University Business School,
Makerere University, Uganda Christian Universitgdayambogo University for developing the
training. | also would like to express my gratitudeEike Hedder, Andreas Heese, Rebecca Kernert,
Marie-Luise Lackhoff, Kay Turski, Thorsten J. Dlgh, Melanie von der Lahr, Kristina Zyla, Svenja
Haskamp, Sue Kitimbo, and Diana Brée for their supwith the data collection.
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business in the long term (Pittaway & Cope, 200R)s is unsatisfactory insofar as
scholars have pointed out that entrepreneuriahtite and propensity are only weak
predictors of entrepreneurial behavior and busioesation (Davidsson & Honig, 2003;
Gielnik & Frese, 2013; Katz, 1990). In conclusitm literature has established that
entrepreneurship education and training have atedin entrepreneurship (Martin et
al., 2013; Pittaway & Cope, 2007). The pathwaysyugh which the positive effects of
entrepreneurship education on business creatioffesgrnowever, are yet to be

examined.

Recently, Gielnik et al. (2015) have developedemthtical model based on action
regulation theory (Frese & Zapf, 1994; Frese, 2008;ker, 1998) to offer an
explanation for why and how action-oriented enteepurship training has an effect on
entrepreneurship. They showed that action-orieaetggepreneurship training had
positive effects on opportunity identification aetrepreneurial action. Entrepreneurial
action means carrying out start-up activities. &mteneurial action and opportunity
identification mediated the relationship betweeaming and business creation.
Furthermore, the study revealed that the traineu) positive effects on action-
regulatory factors, which mediated the effect @f titaining on entrepreneurial action.
The study offered new insights insofar as it drewaotion-regulation theory (Frese &
Zapf, 1994; Hacker, 1998; Unger et al., 2011) wwvjte a theoretical grounding and to
link short- and long-term outcomes in a theoretinatlel. However, their theoretical
model did not fully explain the effects of the miaig on starting a new business. Gielnik
et al. (2015) found only a partial mediation, sugjoey that besides through
entrepreneurial action and opportunity identificatithere are additional paths leading

from action-oriented entrepreneurship trainingusibess creation.

In this study, we seek to examine an additiondh pediding from action-oriented
entrepreneurship training to self-employment ansiriess creation. We took a career
development perspective (Briscoe & Hall, 2006; Dre & Greenhaus, 2011; Fouad,
2007) to contribute to a deeper understandingegffects of action-oriented
entrepreneurship training on entrepreneurship. & atevelopment theories describe
people’s unfolding sequence of work experience tivez, including work experience
through employment and self-employment (Arthur, g, & Wilderom, 2005;
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Haynie & Shepherd, 2011). In line with Pittaway &wjpe (2007), we argue that a
career development perspective is helpful becaesartpact of entrepreneurship

training goes beyond entrepreneurship-related facto

Pittaway and Cope (2007) have argued that entreprehip education and
training also assist in finding employment and dbuate to the general employability of
students. This means that there are other effectsuglents’ careers besides the effects
on self-employment and business creation. SoHarliterature has not yet examined
these side effects in detail and as a consequdrae, are calls in the literature to study
the link between entrepreneurship training andesitsd career success in terms of
employment and employment income (Pittaway & C@0€7). In our study, we adopt
a career development perspective to investigatefteet of action-oriented
entrepreneurship training on both employment atfeeseployment. Specifically, we
hypothesize that action-oriented entrepreneurshipihg has positive effects on
employment and employment income. Furthermore, ypothesize that these effects
are particularly strong for training participanteavare more likely to take control for
their work. This hypothesis is based on the protzaaer concept which notes that
people who are self-directed and take control aveersuccessful in their careers
(Briscoe et al., 2006; Briscoe & Hall, 2006; HAlI996). Finally, we draw on an
economic perspective on entrepreneurship (Evansv&nbvic, 1989; Ho & Wong,
2007) to hypothesize that employment and employnmeoime predict starting a new
business. Our theoretical model thus regards empay and employment income as a
career path that links action-oriented entrepresteprtraining and business creation.
Figure 4.1 presents our theoretical model illustgathe career path from action-
oriented entrepreneurship training to businesgioreaia employment and employment

income.

We think that our study contributes to the literatin several ways. First, our
study contributes to the literature on entrepreilaéuareers. We conducted a
randomized controlled field experiment to analyze effects of action-oriented
entrepreneurship training on the study participaraseer development over time.
Scholars have noted that mapping the career tasjestleading to entrepreneurship is
important to develop a deeper understanding ofittielding of entrepreneurial careers
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(Dyer, 1994; Katz, 1994). By investigating careaccess in terms of employment and
self-employment, we show that employment and enmpéayt income is an important
pathway leading from action-oriented entreprendprshining to self-employment and
business creation. We thus provide an analysiseo€tareer dynamics of entrepreneurs

and how their career progresses from employmesglfeemployment.

Secondly, our study contributes to the literaturdlee evaluation of
entrepreneurship education and training. The ntgjofistudies in this area focuses on
short-term outcomes and neglects long-term outc@ndghe various available career
options (Martin et al., 2013; Pittaway & Cope, 2D0Ke adopt a career development
approach to investigate the impact of entrepremgutsaining on different career
options over the long haul. Our study provides mesights into the effects of
entrepreneurship training by covering a time peabdl months and different career
options in terms of employment and self-employm&fe. showed that over time
action-oriented entrepreneurship training had &cebn starting a new business,
which can be explained by employment and employnm&aime. Thus, the
entrepreneurship training has an impact on busicresgion that becomes visible after a
longer period. Identifying such ‘sleeper effectsimportant for developing
comprehensive theoretical models about effectstvépreneurship education and

training over time.

4.3 Theory

4.3.1 The effects of action-oriented entrepreneurgh training on employment and

employment income in the long run

In this study, we adopt a career development petisgeeto argue for our
theoretical model (cf. figure 4.1). A career depsl@nt perspective suggests that
careers unfold over time in a non-linear manneth{4ret al., 2005; Chan et al., 2012).
A non-linear career path means that people’s cauager move into different directions
with varying work sequences (Arthur & Rousseau,1l2@iscoe et al., 2006; Sullivan

& Arthur, 2006). Varying work sequences imply tipabple change between different
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kinds of employment and between employment andesetfloyment (Arthur, 1994,
Briscoe et al., 2006; Briscoe & Hall, 2006; Sulliv& Arthur, 2006). In recent years,

Control Employment
aspiration &
Employment

\ income

Training Busin_ess
creation

Figure 4.1.The theoretical model of the sty

people have become more likely to take this mukittional approach toward their
careers, which means they follow non-linear capadins with different work sequences
instead of following a fixed career path (Arthuraét 2005; Briscoe et al., 2006;
Sullivan & Arthur, 2006). A fixed career path meaarting a career and following this
career, for example starting employment in a com@eand following a career in the
same company (Briscoe & Hall, 2006; Sullivan & Anth2006). Scholars refer to the
alternative, multidirectional career paths, as laoauyless, protean, or discontinuous
careers (Arthur et al., 2005; Briscoe et al., 20@&ynie & Shepherd, 2011). Based on
this perspective, our theoretical model contaiesftiowing main effects: Action-
oriented entrepreneurship training leads to emptyand employment income.
Additionally, employment and employment income jeebdusiness creation. We thus

argue that action-oriented entrepreneurship trgiteads to self-employment through a

4 The direct path via opportunity identification agwtrepreneurial action is described by Gielniklet
(2015).
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non-linear career path via employment and employnmeome. Figure 4.1 illustrates
this career path. Our theoretical model thus ingpienultidirectional approach in
people’s careers insofar as people become emphyeéthen add or switch to a

sequence of self-employment.

We first hypothesize that our action-oriented gureaeurship training has
positive effects on employment and employment ineofttaway and Cope (Pittaway
& Cope, 2007) have argued that entrepreneurshipagidun and training promote
students’ employability and help them to find a jabter. There are at least two reasons
that explain why action-oriented entrepreneurstaming has positive effects on
employment and employment income. First, compaboias for job candidates that
have the same broad skills as they are providezhbngpreneurship training. In recent
years, companies have started putting strongesfonuopics such as innovation and
corporate entrepreneurship to remain successthkimarket (Ireland, Covin, &
Kuratko, 2009; Phan, Wright, Ucbasaran, & Tan, 308@ccessful innovation and
corporate entrepreneurship requires of managers@ptbyees to show entrepreneurial
behavior and to implement entrepreneurial or intiongprojects (Kuratko, Ireland, &
Covin, 2005; Ling, Simsek, & Lubatkin, 2008). Acdorgly, job applicants, who can
demonstrate that they have acquired skills in il@ng and exploiting business
opportunities or in successfully running entreprers projects, are particularly
attractive for companies. In fact, there is son@iinary evidence that
entrepreneurship education broadens students’rgarespects (Duval-Couetil, Reed-
Rhoads, & Haghighi, 2012).

Secondly, we argue that our action-oriented engrgguirship training has positive
effects on students’ employment and employmentrimebecause the training puts
particular focus on enhancing students’ persontaiive. The training contains a
specific module on personal initiative and emplesihe idea of personal initiative
throughout the training. Personal initiative cotssd the facets of being self-starting
(i.e., initiating action by oneself), persisteneé(j overcoming barriers), and proactive
(i.e., creating something new) (Frese & Fay, 20Wi¢. put particular focus on personal
initiative because the concept of personal init&ats conceptually and empirically
strongly related to entrepreneurship (Frese, 2QG08inik & Frese, 2013; Glaub et al.,
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2014). Entrepreneurship is a process in which prereeurs identify opportunities and
initiate start-up activities, deal with obstaclasd eventually create a new venture to
exploit these opportunities (Baron, 2007b; Shanéekatamaran, 2000). Key to this
process is the entrepreneurs’ capability to shay kevels of initiative and persistence,
that is to take and maintain action to introduce& peoducts or services to the market
(Crant, 1996; McMullen & Shepherd, 2006). Resedra$i shown that entrepreneurship
training which explicitly covers personal initiagiypositively influence the trainees’
capability to exert personal initiative (Glaub et 2014). Similarly, because of the
same focus on personal initiative in our actiorented entrepreneurship training, we
argue that the students have higher personaltinéiafter the training and therefore
they are more likely to be successful in findingla The general principles of personal
initiative can spill over and lead to higher penfi@nce in various domains (Frese &
Fay, 2001). Students can transfer the generaliptescof how to show more personal
initiative in entrepreneurship to other domainghsas job search and organizational
careers. The students should then be more likelgt@ job faster and to earn money
through employment. Research on people’s caresrsi@avn that personal initiative is
an important predictor of career success and cartbe@mcement (Raabe, Frese, &
Beehr, 2007). Brown et al. (2006) have providedience that graduate students who
are more proactive perform more job search behswénd are therefore more successful
in their job search. They received more follow-ap jnterviews and more actual job
offers (Brown et al., 2006). Furthermore, theselestis were successful in their jobs
and able to move up the career ladder. In factetiseempirical evidence that proactive
employees are more successful in their careeesmmstof salary and promotions
(Seibert, Crant, & Kraimer, 1999) .

In conclusion, based on our two lines of reasoniveghypothesize:

Hypothesis la:Action-oriented entrepreneurship training has sitp@ effect on

employment.

Hypothesis 1b:Action-oriented entrepreneurship training has sitpe effect on

employment income.
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4.3.2 The moderating effect of control aspiration o the relationship of action-
oriented entrepreneurship training and employment/enployment income over

time

We further hypothesize that the effect of actioiemied entrepreneurship training
on employment and employment income is strongestimitents who take control and
responsibility for their work as opposed to studemho do not take control and
responsibility for their work. Specifically, we hgthesize that control aspiration
moderates the effect of action-oriented entrepnesigo training in so far that the effect
is stronger for students with high control aspoatand weaker for students with low
control aspiration. Control aspiration is a constthat describes to which extent
individuals want to take control or responsibility their work (Frese, Garst, et al.,
2007; Rothbaum, Weisz, & Snyder, 1982). We illustthe moderating effect of
control aspiration on the relationship betweenoactiriented entrepreneurship training
and employment or employment income in figure Bdsically, we hypothesize that
the effect of the training on students’ employmami employment income is stronger
for students who take control or responsibility ieeir work. This means that these
students are more likely to show a better transféie training content to their
employment career. We build the hypothesis of tbeemating effect of control
aspiration on a combination of arguments from tiemtheory (Baldwin & Ford, 1988)
or the boundaryless or protean career perspe@iscpe & Hall, 2006; Hall, 1996).
Transfer theory states that trainees’ charactesigtifluence the transfer of the training;
if there is an optimal match between the trainethe training, successful transfer is
more likely to occur (Baldwin & Ford, 1988). Acti@riented entrepreneurship training
puts strong focus on taking action. Part of thaing methodology is that students
actively engage in the entrepreneurial processy Tdren start-up teams of four to
seven students and start a new venture in theeofithe 12-week training. In the
teams, they identify a business opportunity, gatihemecessary resources and
equipment to start the business, and manage theimdss until the end of the training.
The students perform all relevant start-up actsitimake all necessary decisions, and
are thus fully responsible for their new venturdsis means that taking control and
responsibility for their work is a central parttbe training’s methodology. According
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to transfer theory (Baldwin & Ford, 1988), studewtso have high control aspiration
match the training methodology and should thusqaarly benefit from the training.

Furthermore, students who have high control aspirathould benefit from the
training particularly in terms of employment andmayment income because they are
more likely to adopt a protean or boundarylesseraapproach (Arthur, 1994; Briscoe
& Hall, 2006; Hall, 1996; Sullivan & Arthur, 2006\ccording to the protean or
boundaryless career perspective, people who atearge of their careers and people
who take control of their careers, independentrgénizational structures or societal
norms, are more successful in their careers (Beist@l., 2006; Briscoe & Hall, 2006;
Hall, 1996). More specifically, a protean or bournyiiess career is characterized by
taking responsibility for the career, assertingtogrover it, and making autonomous
career decisions with positive effects on careeceass (Direnzo & Greenhaus, 2011).
Indeed, Raabe et al. (2007) have shown that aveasilf-managing approach to one’s
career has positive effects on career successns tef faster job transitions and higher
pay raises. Accordingly, scholars have argued éopfe to become more active and
self-determined in their careers (Seibert et &99). This argument to become active
and self-determined in one’s career is importanbfo theoretical model. Following
the theoretical conceptions of a protean or bouelss career perspective (Arthur,
1994; Briscoe & Hall, 2006; Hall, 1996; Sullivan/&thur, 2006), we argue that
students who have high control aspiration beneditenirom the skills learned in the
training than students with low control aspiratibecause they are more likely to
actively manage their careers. Control aspirati@aning taking control and
responsibility for one’s work, is a prerequisitenaéking decisions and taking action
and thus facilitates managing the career and malsegf the skills acquired in the
training (Frese & Fay, 2001; Frese, Garst, e28l07).

In conclusion, based on our two lines of reasonveghypothesize:

Hypothesis 2a:Control aspiration moderates the effect of actoented
entrepreneurship training on employment in suctag thiat the effect is stronger
for students who have high control aspiration tfuarstudents who have low

control aspiration.
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Hypothesis 2b:Control aspiration moderates effect of action+uee
entrepreneurship training on employment incomeauchsa way that the effect is
stronger for students who have high control aspmahan for students who have

low control aspiration.

4.3.3 The effects of employment and employment ing@ on business creation in
the long run

Finally, we hypothesize that employment and emplelynincome had positive
effects on business creation. A career developpenspective argues that people do
not follow only one traditional career path buttttiere are multidirectional transitions
between different career paths (Arthur et al., 2006is means that people commonly
switch between employers and also between emplayamehself-employment as
career options. Instead of making one occupatiocmaice, people continually develop
and change their career paths. A career developpeespective thus provides a general
framework for our line of reasoning that employmand employment income have
positive effects on business creation. Specifically argue that employed participants
receive employment income and employment incomeiges the financial resources
that are necessary for pursuing a career as agpeatreur. Through employment,
people can raise the financial resources thatwaremtly beyond their control and are
thereby open to new career options in the formetfemployment (Korotov, Khapova,
& Arthur, 2011; Winborg & Landstrom, 2001). Accongj to the entrepreneurship
literature, a lack of financial capital is a majactor impeding business creation and
venture growth (Evans & Jovanovic, 1989; Ho & WoRQQ7; Patel, Fiet, & Sohl,
2011; van Gelderen, Thurik, Bosma, Thurik, & Bos2@05; Wiklund & Shepherd,
2003). Financial capital is necessary for purclgsiuipment and raw materials, hiring
employees, and evading liquidity problems. Findnzagital is thus the vital basis for
starting and continuing business operations. Reldas shown that providing access
to financial capital can be an effective strategipdoost entrepreneurship (Bruton,
Khavul, & Chavez, 2011; De Mel et al., 2008). Hoee\getting access to capital is
often limited for people who seek to start a buséndn fact, these financial constraints

are considered to be the most important reasopdople to withdraw from
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entrepreneurship and to abandon the start-up pdes& Wong, 2007). People who
seek to start a business often face financial cams$ because they lack collaterals and
the future of their intended business is too uabeito receive support from the formal
finance sector (e.g., bank loans) (Beck et al. 326 & Wong, 2007; Wiklund &
Shepherd, 2003). This holds true in general apaiscularly the case in developing
countries where strong barriers to banking servecest (Beck et al., 2008; Khavul,
2010). In order to overcome the barrier of cagitaistraints, people frequently use
bootstrapping strategies to finance their ventuBeststrapping strategies mean
acquiring financial resources without relying ondeterm external debt and equity
financing from banks and investors (Winborg & Lamdis, 2001). Ebben and Johnson
(2006) have found that 80-95% of small firms usetbwwapping strategies to finance
their operations. Accordingly, scholars have ndked bootstrapping is a key strategy to
acquiring resources in the face of financial caists (Grichnik, Brinckmann, Singh, &
Manigart, 2014; Patel et al., 2011). A common bivapping strategy is owner

financing which includes using income from employti@nd other assignments to raise
the necessary starting capital (Winborg & Landstra@01). The higher the income that
people earn from their employment and assignmérgsnore likely it is for them to
raise sufficient capital to successfully start aveisiness and enter self-employment
(Evans & Jovanovic, 1989). We therefore hypothesize

Hypothesis 3a:Employment has a positive effect on business iomrat

Hypothesis 3b:Employment income has a positive effect on busitesation.

4.4 Method

4.4.1 Procedure

In this study, we examined the effects of actioemed entrepreneurship training
(cf., Gielnik et al., 2015). Details about the antioriented entrepreneurship training can
be found in Gielnik et al. (2015) and Bischoff £t(@014).The training taught trainees
knowledge and skills in entrepreneurship. It caesi®f 12 weekly sessions, each
comprising three hours. The sessions covered tdmosthree disciplines: psychology,

business administration and entrepreneurship. Afeefirst session, trainees built start-
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up teams of four to seven people. They startechaarthged a real business during the
course of the training.

To investigate the effects of the training, we aactdd a longitudinal study as
part of a randomized controlled field experimerite Experimental design with a
randomized treatment and control group allowedunhtrol for maturation, history,
testing, and self-selection effects (Cook et &9Q). The longitudinal design comprised
pre-and post-tests with multiple measurement wattes the training. We collected
data in the month before the training (T1), inthenth directly after the training (T2),
12 months after T1 (T3) and 18 months after T1 (Adier the first measurement wave,
we randomly assigned participants to two grouggiaing group and a control group.
Participants of the training group took part in #ation-oriented entrepreneurship
training. They started the training after T1. Rap@nts of the control group were given

the opportunity to take part in the training attez completion of T4.

At all four measurement waves, we used structdese-to-face interviews and
guestionnaires to collect the data. We conductadiig for the interviewers before
they carried out the interviews. In the training taught them how to avoid errors that
occur during interviews. We recommended that inésvers take notes during the
interview. We also trained them in techniques #ilatved participants to give concrete
answers. Interviewers learned to prompt and pralogcpants’ answers, and to pay
close attention to non-verbal communication andaggthat indicate whether

participants’ answers were truthful or insincere.

4.4.2 Sample

We conducted our study with non-business studeots fwo universities in

Uganda'® The participants of the present study were undelgate students, who were

15 part of the present sample was described in detaiielnik and colleagues (2015). Differing from
Gielnik et al. (2015), the present study includésuath measurement wave that took place 18 months
after T1. The study of Gielnik et al. (2015) cotlett data at three measurement waves, up to one year
after T1. Gielnik et al. (2015) examined the effaat action-oriented entrepreneurship training cioa-
regulatory factors and business creation. The sthdyved that the training had effects on opporyunit
identification and entrepreneurial action and thatortunity identification and entrepreneurial anoti
mediated the relationship of the training on bussnereation. Results of Gielnik et al. (2015) also
revealed that action-regulatory factors mediatedréhationship of the training on entrepreneuréicm.
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in their final year. 651 students applied for treerting. 424 participants studied at
Makerere University and 227 students studied atndgaChristian University. We
randomly assigned 203 students to the trainingmeod 203 students to the control
group. At T1, thirteen students were excluded, beedhey refused to take part in the
interviews. Additionally, we excluded nine studefntsn the training group because
these students took part in less than eight ol thgaining sessions. Therefore, the
initial sample comprised 384 participants: 194h&fse made up the training group and
190 the control group. In the present study, wg oxdluded student, who took part in a
minimum of one measurement wave. The number ofggaaihts of our study was lower
than the initial sample of 384 participants becamsaised a hierarchical data set with
two levels and excluded participants, who had aimgson any level two variable. Our
final sample consisted of 962 observations from @&3icipants (3.28 observations per
participant). Of the 293 participants, 170 weréhi@ training group and 123 in the
control group. We conducted statistical analysdsdbif the randomization in the this
sample was successful in producing two equivalesugs. Two-tailed t-tests revealed
that there were no significant differences betwibertraining group and the control
group in demographic measures and in the measutsmkthis study prior to the

training (all p-values above .12).

To examine whether the drop-out had an impact omesults (Hawkins, 1975;
Singer, 2006), we tested for non-response biasescit measurement wave using two-
tailed t-tests. We compared non-respondents aah&ol group with non-respondents

of the training group and did not find any sigraiint differences in the demographic

| gratefully received the data of the three measerg waves (T1-T3) from Prof. Dr. Michael Gielnik

and Prof. Dr. Michael Frese. | would like to thafike Hedder, Andreas Heese, Rebecca Kernert, Marie-
Luise Lackhoff, Kay Turski, Thorsten Dlugosch, Md@kvon der Lahr, and Kristina Zyla for supporting
the data collection. After T3, | led the study arubllected the T4-data. | thank Svenja Haskamgg, Su
Kitimbo and Diana Brée for supporting the T4 dailection.

The total sample of the present study is 293 stisdgraining group: n= 170, control group: n=1ZB)e
sample of the present study is smaller than theokaaf Gielnik et al. (2015) because we excluded
participants, who had a missing on any of the léwel variables in the hierarchical data. A similar
sample is also used in the study described inhiing thapter of this dissertation. The sample efgtudy
described in the third chapter comprised four mesmmant waves with a total sample of 214 students.
The hierarchical structure of the data in the prestudy differs from the study described in thiecth
chapter and allowed us to have 962 observatioms #83 participants. In both studies (chapter tlares
four), we excluded four participants since theyredawith five standard deviations above the mean as
outliers in the number of employees of participabtsinesses.
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background of the participants and in the T1-messsaf this study (all p-values above
.05'). These findings indicate that the drop-out ditlinfluence the sample for the
benefit of the training or control group. Additidiyawe tested for differences between
the sample of the present study and the T1 sansgle in Gielnik and colleagues’
(2015) study. We used two-tailed t-tests to testftferences between the two samples.
The analyses did not reveal any significant diffiess between the two samples
regarding the demographic background or T1-measirtss study (all p-values above
.05'"). Consequently, it can be assumed that the daaaibiased due to non-

response.

4.4.3 Measures

Action-oriented entrepreneurship training/e coded participants of the training
group as “1” and participants of the control gragg‘0”. If participants took part in less
than eight sessions of the training, we excludeditfrom the sample for reason of non-

completion.

Business creatiorin the structured interview, participants indicagtdll four
measurement waves whether they currently ownediadss. Participants received a
“1” if they affirmed and a “0” if they answered thaiey currently did not own a

business. In order to validate participants’ ansywee asked them whether they had

16 T-tests showed that the non-respondents of thealagroup and the non-respondents of the training
group marginal significantly differed in entrepremial action before the training € -1.98,p < .10) and

in employment before the training= -1.98,p < .10). However, we argue that these non-respadadin
not influence the data in favor of the trainingcontrol group, since we did not find any signifitan
differences between the two groups in the presampte in any T1-measure and demographic variable.
Further, there were no significant differences leetwthe present sample and the initial sample insed
Gielnik et al.’s (2015) study with regard to entepeurial action and employment at T1. All further
tests analyzing differences between the non-respuedf the training group and the non-respondets
the control group in T1-measures or demographi@kbes did not reveal significant results (@Nalues
were above .16).

7 One t-test showed a marginal significant diffeeehetween the present sample and the initial sample
used in Gielnik et al.’s (2015) study; all otheéests showed non-significant results fallalues above
.A7). We found a marginal significant differencehe variable of the training and control groupwaesn
the two sampled € 1.95,p < .10). The sample of this study had a lower mé¢lhs 0.58) than the
sample used in Gielnik et al.’s (2015) stut£ 0.51) indicating that the drop-out from T1 to Wds
higher in the control group than in the traininggp. However, we argue that the higher number of no
respondents in the control group did not bias #te,cbecause the t-tests showed that there were no
significant differences between the sample of shisly and the sample of Gielnik et al.’s (2015 gtin
any other T1-measure and demographic variable insthé present study. This suggests that studénts o
both samples have a similar demographic backgroamdido not differ in the measures used in thidystu
before the training (i.e. control aspiration, enyph@nt, employment income, and business creation).
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any employees and whether they made any salesheitbusinesses. Only participants
who indicated that they had started a businessehgdoyees and/or made sales were
coded with “1”.

EmploymentAt all four measurement waves, we asked particgpamthe
structured interview, if they were currently empdy To validated participants’
answers, we asked additional questions about¢hgaoyment. Participants should
indicate the title of their job, the most importativities of their job and what business
industry their job was in. The questions were datifrom studies by Erikson and
Goldthorpe (1987) and Hauser and Warren (1997jidgzants, who did not have any
employment were coded as "0” while participantspwiere employed were coded as
“1”.

Employment incom@ét all four measurement waviese asked participants in the
structured interview if they were employed. If peigants were not employed, they
received a zero in employment income as they diccam any salary through
employment. If participants, however, were employee asked them to indicate their
monthly salary in Uganda Shillings (pre-tax). Waerted Uganda Shillings into US
dollars using the following exchange rates: Oneddfar equals 1950 UGX at T1,

2160 UGX at T2, 2055 UGX at T3 and 2260 UGX at Dde to the skewed

distribution of income, we used the natural lodgemttransformation to compute the
scale of employment income (Cohen, Cohen, Westjl&ery 2013). Participants in our
study were able to have zero employment incomeol&chsuggest to add a constant to
the variable (Afifi, May, & Clark, 2003; Cohen dt,&2013) in order to deal with the
undefined logarithm of zero. We therefore addedstjye constant to employment

income (c = 0.01) before applying the logarithnrms&farmation.

Control aspiration:We used a questionnaire to measure control agpirati T1.
The measurement was developed by Frese (19843l&e€rese, Kring, Soose, &
Zempel, 1996 and Frese et al., 2007). Example itgens:

“I do only what | am told to do. Then nobody capn@ach me for anything”

“Work is easier if | am always told how to do;it”
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“I prefer to have a supervisor who tells me exagtlyat | have to do. Then he or
she is at fault if something goes wrong”

Participants answered the items on a seven pdkettiscale ranging frortstrongly
disagree” (1) to“strongly agree” (7). In line with Frese and colleagues (2007), we
inverted the coding of the items. There is emplirsdédence that supports recoding the
items: Research has validated the measurementaan@Vvealed that wanting control
and responsibility correlates with the presentes¢atese, Erbe-Heinbokel, Grefe,
Rybowiak, & Weike, 1994). The internal consistenfyhe scale was good (Cronbach’s
Alpha =0.79)

Control variables:in the present study, we included the followingtcoi
variables.gender cognitive ability university relatives in businesandsocial norms
Researchers argue that these variables have aotimpausiness creation (Davidsson
& Honig, 2003; De Witt & van Winden, 1989; Kruegsdral., 2000; Meek et al., 2010;
Van Praag & Cramer, 2001; Wang & Wong, 2004). Wesdarticipants in the
structured interview at T1 to indicate their genflemale= 0, male= 1) and to mention
at which university they studietiakerere University: 0,Uganda Christian University
= 1). Participants should provide this informatlmetause research shows that gender
influences the process of business creation (Wakigafag, 2004) and because
participants studied at two different universitiddditionally, we asked participants at
T1 if they had had relatives, who owned a busitfgss= 1,no = 0) because relatives
who own a business have an impact on starting mve'sventure (Davidsson & Honig,
2003; Wang & Wong, 2004). Furthermore, there isiec® evidence in the literature
showing that social norms affect new venture cosafKrueger et al., 2000; Meek et al.,
2010). Thus, we included social norms as a conanhble using a measurement based
on Krueger et al. (2000) to assess social normthdmuestionnaire at T1, participants
answered six items on a five point Likert sc@et(at all= 1, Absolutely=5).

Examples of items were:
“It is expected of me that | should start a bussies
“Most people who are important to me are self-ergptly’;

“The people in my life whose opinion | value aré-senployed”.
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The six items were averaged to build the scal®@oas norms revealing an acceptable
internal consistency (Cronbach’s Alpha = 0.78). iiddally, we controlled for
cognitive ability because research has shown thgnitive ability influences business
creation (De Witt & van Winden, 1989; Van Praag &fer, 2001). To measure
cognitive ability, we applied the digit span te&te digit span test is included in the
Wechsler test (Wechsler, 1997) and measures cgmd@eople’s working memory or
general mental ability (Colom et al., 2004). Theemaiewers read rows of numbers and
the interviewees repeated the numbers from themong The rows included three to
nine numbers, which interviewers read forward aacklwvard. They read the numbers
twice forward and twice backwards. This formed igeffihe mean of the four items
built the scale of cognitive ability that had areqdate internal consistency (Cronbach’s
Alpha = 0.78).

Furthermore, we measuregportunity identificatiorandentrepreneurial action
as additional control variables. We controlledtfogse variables because Gielnik et al.
(2015) have shown that these variables are keyqtoes of business creation. At all
four measurement waves, we measured opportunityifdation in the structured
interview and asked participants to indicate thenber of business opportunities they
had identified in the last three months. We aldedgparticipants to mention how many
business opportunities they had rated as promfsingtarting a business and how many
business opportunities they had pursued in thehasé months. The measurement of
business opportunity identification was based disltdi al. (1997), and Ucbasaran et al.
(2008). For every question, the maximum of busigg®rtunities should not exceed
six in order to allow a normal distribution. Thuge recoded participants’ answers. This
approach is similar to Ucbasaran and colleagu€@9g8pstudy. We used the mean of the
three items to build the scale that revealed an@ate internal consistency: Cronbach’s
alphawast =0.67 at T1lp = 0.70 at T2¢ = 0.71 at T3, and = 0.75 at T4. To measure
entrepreneurial action, we used the structuredvii@e and asked participants at all
four measurement waves if they currently triedtéotsa business. If they answered with
“yes”, we continued the interview and asked what/thad done so far to start the
business. Participants, who answered that thepalidry to start a business, should
indicate whether they intended to start a busimetise next 12 months. If yes, we
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asked them to explain what they had done so fatai the business. Participants, who
affirmed that they tried to start a business, stiaudiicate if they intended to start
another business in the next 12 months. If theiynadfd, we asked them what they had
done so far to start this business. Independestsrabded the answers according to 35
start-up activities. The 35 start-up activities &based on studies by Davidson &
Honig (2003), Dimov (2007), and Reynolds (2007).olimdependent raters coded all
answers per start-up activity. If participants gdegails about what they had done
regarding the start-up activity, the raters codadigipants’ answers as “2”. ”. If
participants had mentioned the start-up activitgnsacoded them “1”. The raters coded
the answers as “0” if participants had not perfatrary start-up activity. We calculated
an average score per participant over all 35 sgadectivities. Calculations of intraclass
correlation coefficients (ICC; Shrout & Fleiss, B98howed good inter-rater
reliabilities for all measurement waves: ICC =&071, ICC =0.93 at T2, ICC = 0.96
at T3, and ICC = 0.97 at T4.

4.5 Results

Table 4.1 presents the descriptive statistics ano-arder correlations of the
variables used in this study. Results showed afgignt and positive relationship of
action-oriented entrepreneurship training and ssircreation at T3 € .16,p < .05)
and a marginal significant and positive relatiothvbusiness creation at Td< .14,p <
.10). These results indicate that there is a mahip between the training and business
creation in the long term. Results also revealatléimployment at previous
measurement waves was significant and positivelsetaied with business creation at
subsequent measurement waves: Employment at Tigraficant and positively
related to business creation at T2(.24,p < .01); the same applied for the relationship
of employment at T2 and business creation atr'®.16,p < .05). Furthermore, results
showed that employment income at T1 was signifieact positively correlated with
business creation at TR%£ .24,p < .01). The correlation coefficient of employment
income at T2 and business creation at T4 was asdfisant and positiver(= .17,p <
.05). These results indicate that employment incatn@evious measurement waves
was related to business creation at subsequenuneeasnt waves. Additionally, results
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Table 4.1
Descriptive statistics and inter-correlations @& #tudy variables.

16

Variable Time M SD 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
1 Gendet T1 0.58 0.49
2 Cognitive ability T1 2.93 0.91-0.04
3 University T1 0.26 0.44005 -0.20
4 Relatives in business T10.55 0.50-0.06 -0.02 0.03
5  Social norms T1 3.84 072014 -0.06 0.05 022
6 Training T1 058 049008 0.04 -006 -0.01 0.08
7  Control aspiration T1 410 1.290.02 006 -0.01 006 -0.160.02
8 Opportunity identificaton T1 1.61 0.740.21" 0.03 0.03 0.19 0.14 001 0.04
9 Entrepreneurial action T11.06 1.240.10 0.00 0.12 0.08 007 -004 0.45 0.27
10 Employment T1 011 0.32001 0.07 -006 0.05 0.08 -0.06 0.02 0.10.04
11 Employment inconfe T1 -3.54 3.02 0.00 0.07 -0.06 006 0.07 -0.07 0.03 (1005 1.00
12 Business creatidn T1 021 041001 003 -001 0.15 010 -0.06 017 021" 003 0.20 0.2¢"
13 Opportunity identificaton T2 1.63 0.810.12 -0.08 006 0.03 0.14 022" 002 032 009 007 007 0.12
14 Entrepreneurial action 72135 146008 001 003 -005 0.09 010010 025 028 0.04 0.04 0.07 0.14
15 Employment T2 011 0.310.03 000 001 -005 005 -007 -0.01 (2011 0.76° 0.75° 0.13 0.1Z 0.04
16 Employment inconfe T2 -356 299 003 000 0.01 -0.05 0.05 -0.08 0.00 @2mw.11 077 076" 0.14 0.1T 005 1.0
17 Business creatidn T2 023 0.420.04 001 002 016 011 -0.09 018 019" -0.01 024 0.24" 044 019" 005 017 017
18 Opportunity identificaton T3 1.63 0.690.20° -0.16 0.06 0.05 0.12 022" 004 032 -001 -0.02 -0.02 008 055014 -0.01 0.00
19 Entrepreneurial action T32.09 1.600.09 008 0.04 005 0.05 007 010 0.14€.08 003 0.03 0.05 003 0240.06 0.06
20 Employment T3 0.35 0480.15 -0.01 -020 -0.01 0.01 009 013016 011 0.37 037 0.08 0.08 006 0.35 0.35
21 Employment inconfe T3 -1.15 476 0.15 0.00 -0.20 -0.01 0.00 0.09 0.5 017" 012 0.37° 0.37° 008 0.08 006 0.350.35
22 Business creatidn T3 043 050013 -009 002 0.6 0.08 016 -0.01 026 014 0.04 0.04 011 020" 0.16 0.06 0.06
23 Opportunity identification T4 1.55 0.740.15 -0.01 0.02 -0.01 -0.07 0.06 -0.05 (:310.05 -0.05 -0.05 0.01 0.34027 0.07 0.07
24 Entrepreneurial action T4 1.77 165012 -0.12 -007 -0.03 0.07 0.00 0.00 0.09 02007 008 007 009 034011 0.11
25 Employment T4 057 050016 -0.07 -0.11 -0.13 -0.06 0.09 0200.00 0.07 0.27 027" -0.05 -0.01 -0.07 0.22 0.27"
26 Employment inconfe T4 104 496017 -005 -012 -0.12 -0.09 0.08 07220.03 008 027 027" -0.04 -0.01 -0.06 0.22 0.27"
27 Business creatidn T4 052 0.500.27° -012 013 010 0.04 0.14007 014 0.15 0.08 0.09 022 025 0.09 016 0.17
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Table 4.1
Descriptive statistics and inter-correlations @& #tudy variables.

Variable Time M SD 17 18 19 20 21 22 23 24 25 26
17 Business creatidn T2 023 0.42
18 Opportunity identification T3 1.63 0.69 0.207
19 Entrepreneurial action T3209 1.600.07 0.19
20 Employment 73 0.35 0.480.03 -0.06 0.11
21 Employment inconfe 73 -1.15 4.76 0.04 -0.07 0.11 1.00"
22 Business creatidn T3 0.43 0.500.30" 0.31" 0.02 -0.07 -0.08
23 Opportunity identification T4 1.55 0.740.07 03I 018 -0.01 -0.01 0.19
24 Entrepreneurial action T4 1.77 1.650.04 0.13 0.16 0.05 0.06 0.04 0.6
25 Employment T4 057 0.50-0.05 -0.04 0.04 0.40 040" -0.05 -0.04 0.12
26 Employment inconfe T4 1.04 4.96-0.05 -0.04 003 0.42 043 -003 -005 0.10 0.98
27 Business creatidn T4 052 0.500.29" 023 005 005 0.07 048 023" -0.08 -0.01 0.01

Note.?Gender: 0 = female, 1 = maf&niversity: 0 = University A, 1 = University BTraining means action-oriented
entrepreneurship training: 0 = control group, taining group® Employment: 0 = not employed, 1 = employ2Employment
income means logarithm of employment incofBeisiness creation: 0 = no business owner, 1 =nbasiowner. + p <.10; *p <
.05; ¥*p < .01.
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revealed that control aspiration was significard paositively correlated with
employment at T3r(= .13,p < .01) and with employment income at T3=(.15,p <

.05). The correlation coefficients of control aggion and employment at T4 £ .20,p
<.01) and the coefficient of control aspiratiord@amployment income at T4 € .22,p
<.01) were also significant and positive. Thesdifigs indicate that control aspiration
is positively related to employment and employmeabme.

4.5.1 Results of growth model analyses

To test our theoretical model, we calculated gromvtidels using random
coefficient modeling. We used random coefficient@long because this analysis
allowed us to control for the nested structuréhmdata (Bliese & Ployhart, 2002).
There was dependency in our data, because we edthessame participants over four
measurement waves. If we had ignored the dependernbg data, it would have
affected the significance of coefficients in thgression analyses, since standard errors
would be overestimated (Bliese & Ployhart, 2002).calculate the growth models, we
created a hierarchical data set with two levelwel& consisted of the variables that
changed over time. Level 2 comprised the contrabites, the variable of action-
oriented entrepreneurship training and controlraspn. The data set consisted of 962
observations from 293 participants (3.28 obserwatiger participant). The 962
observations of the variables at level 1 were mestthin the variables at level 2. For
our analyses, we used the nime package of the spene software R and applied
restricted maximum likelihood (REML) estimation {@e & Ployhart, 2002). In all
analyses in the present study, we controlled fodge cognitive ability, university,

relatives in business and social norms.

The first step in growth models with random coediit modeling is to test
whether slopes across units vary significantlyésd & Ployhart, 2002). To examine
whether the models with random coefficients hadelbehodel fits than the models with
fixed coefficients, we calculated a Chi2-test wathployment as the dependent variable
and a further Chi2-test with employment incomehesdependent variable. We entered
action-oriented entrepreneurship training, time @nedcontrols as independent

variables. Results of the Chi2-test with employnmesithe dependent variable showed
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that a model with random coefficients for time wsagificantly better than a model
with a fixed coefficient for timeGhi2 = 37.47 p < .01). The model with random
coefficients for time had a lower deviance [ Likelihood = 844.05) than the model
with a fixed coefficient for time (-RogLikelihood = 881.52). In both models, the
coefficient for time was significant and positivaddel with random coefficients for
time:B = 0.15,SE= 0.01,p < .01; model with a fixed coefficient for timB:= 0.15,SE
=0.01,p <.01). The results implied that employment chanhgeer time and that there
were differences between participants in thesegdmnover time. Similar results
applied for the test with employment income asdégendent variable: A model with
random coefficients for time was significantly leetthan a model with a fixed
coefficient for time Chi2= 47.89,p < .01). The deviance of the model with random
coefficients for time was lower (H2ogLikelihood = 5194.71) than the deviance of the
model with a fixed coefficient for time ({2ogLikelihood = 5242.59). The results
showed a significant and positive coefficient fond in both models (model with
random coefficientsB = 1.45,SE= 0.12,p < .01; model with a fixed coefficienB =
1.49,SE=0.10,p < .01) indicating that there were differences le&wthe participants

in employment income over time.

To examine factors that explain why participantsedin their development of
employment and employment income over time, weutaled additional growth
models with random coefficient modeling (Bliese &¥hart, 2002). First, we
examined moderating effects of action-orientedegreneurship training on the
relationship between time and employment in ordeéest hypothesis Hla, stating that
action-oriented entrepreneurship training has @&igesffect on employment. We
regressed employment on the controls and on tkeaiction of time and training (see
model la in table 4.2). Results of the analyses/slla significant and positive
coefficient for the interaction of time and traigi(B = 0.05,SE= 0.02,p < .05),
indicating that there was a stronger increase ipleyment over time for the training
group than for the control group. Thus, results/mted support for hypothesis Hla.
Figure 4.2 illustrates the slopes of the trainingug and the control group and shows
that participants of the training group increasederstrongly in employment over time
than participants of the control group.
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Table 4.2
Growth models with random slopes testing the mdaegya&ffects of action-oriented

entrepreneurship training and control aspiratiothanrelationship between time and

employment.
Employment
Model 1a Model 1b

B SE B SE
Gender 0.04 0.03 0.04 0.03
Cognitive ability 0.00 0.02 0.00 0.02
University -0.07 0.04 -0.06 0.04
Relatives in business -0.01 0.03 -0.01 0.03
Social norms 0.03 0.02 0.03 0.02
Training* 0.00 0.04 0.00 0.04
Time® 0.15° 0.01 0.15 0.01
Control aspiration 0.02 0.01 0.03 0.01
Time x training 0.05 0.02 0.05 0.02
Time x control aspiration 0.02 0.01
Training % control aspiration 0.00 0.03
llsrgi?atiérsumng x control 0.04 0.02
Deviance (-2.ogLikelihood) 849.87 857.44
AIC® 877.87 891.44
BIC* 945.89 973.99

Note.Unstandardized regression coefficients (B) anddstecherrors (SE) are
reported®Training means action-oriented entrepreneurshipitrg. ® Time means
four different measurement waves (T1-T431C means Akaike Information
Criterion.?BIC means Bayesian Information Criteridp.<.10;'p < .05; p < .01.

98



Chapter 4 — Getting there in the long run

—@— Training group
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—e - Control group
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Figure 4.2.The moderating effect of action-oriented entrepteship training on

the relationship of time and employment.

Secondly, we investigated if action-oriented emgapurship training had a
moderating effect on the relationship between tame& employment income. We
calculated a growth model with employment incoméasdependent variable and the
interaction of time and training as independentalde (see model 2a in table 4.3).
Results showed a significant and positive coefficfer the interaction of time and
training 8 = 0.46,SE= 0.24,p < .05). This provides empirical support for hypesis
H1b, implying an effect of training on employmentome over time. Figure 4.3
presents the slopes of the training group andahé&al group. The slopes show that the
training group increased more strongly in employhiecome over time than the
control group. To plot the slopes, we calculatedialierage income for the training
group and the control group for each measuremew Wwased on the statistical model.
We transformed the logarithm scale of employmeobine back to US dollars to
facilitate the interpretation of the graph.

Thirdly, we used growth models with random coeéfidi modeling to test
moderating effects of control aspiration on thatiehship between training and
employment (hypothesis H2a). We calculated a gromaldel with employment as the
dependent variable and the interaction between tir@@ing, and control aspiration as
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Table 4.3

Growth models with random slopes testing the mdaegya&ffects of action-oriented

entrepreneurship training and control aspiratiothanrelationship between time and

employment income.

Employment incomée

Model 2a Model 2b

B SE B SE
Gender 0.35 0.33 0.35 0.33
Cognitive ability 0.01 0.18 0.02 0.18
University -0.64 0.38 -0.62 0.38
Relatives in business -0.05 0.34 -0.05 0.34
Social norms 0.30 0.24 0.29 0.24
Training* -0.04 0.35 -0.03 0.35
Time” 1.45 0.12 1.45 0.11
Control aspiration 0.20 0.13 0.32 0.13
Time x training 0.46 0.24 0.45% 0.23
Time x control aspiration 0.27 0.09
Training x control aspiration 0.02 0.27
llsrgi?atiéﬁumng x control 0.38 0.18
Deviance (-A.ogLikelihood) 5191.74 5184.35
AIC® 5219.74 5218.35
BIC* 5287. 76 5300.89

Note.Unstandardized regression coefficients (B) anddstecherrors (SE) are
reported®Training means action-oriented entrepreneurshipitrg. ® Time means
four different measurement waves (T1-T431C means Akaike Information
Criterion.? BIC means Bayesian Information CriteriGEEmployment income
means logarithm of employment incorfie.<.10; p < .05;" p < .01.
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Figure 4.3.The moderating effect of action-oriented entreptgship training on

the relationship of time and employment income.

the independent variable. Results revealed a gignif and positive effect of the
interaction of time, training and control aspiration employmentg = 0.04,SE= 0.02,

p < .05). Hence, results provided support for hypsth H2a. Table 4.2 presents the
results of the analysis (see model 1b). To plosthpes of the training group and the
control group, we calculated the values of emplayinfier one standard deviation above
and below the means of control aspiration for lgpthups (see figure 4.4). Figure 4.4
exhibits that participants of the training grougihwhigh control aspiration increased

most strongly in employment over time.

Fourthly, we tested hypothesis H2b, which posigs tontrol aspiration
moderates the effect of training on employmentinean such a way that the effect is
stronger for participants, who score high on cdraspiration than for participants, who
have low control aspiration. We calculated growttdels with random coefficient
modeling and regressed employment income on tleeaiction of time, training, and
control aspiration. Table 4.3 presents the reshétsprovided empirical support for

Hypothesis H2b (see model 2b). The results showsgréficant and positive
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Figure 4.4.The moderating effects of control aspiration omttlationship of

time and employment for the training and contraluyy.
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Figure 4.5.The moderating effects of control aspiration omtblationship of

time and employment income for the training andticdmgroup
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coefficient for the interaction of time, trainingdicontrol aspirationg = 0.38,SE=
0.18,p < .05). Figure 4.5 illustrates the slopes for emgplent income over time per
training group and control group with high versow lcontrol aspiration. To plot the
slopes, we calculated the values of employmentnector one standard deviation
above and below the means of control aspiratiothf@itraining group and for the
control group. We recalculated the logarithm of &spment income into US dollars to
allow for a simplified interpretation of the gragfigure 4.5 shows that students from
the training group with high control aspirationrieased most strongly in employment

income over time.

4.5.2 Results of hierarchical linear analyses testy combined lagged effects

In further analyses, we examined if employment@amgloyment income had
positive effects on business creation (hypothesssahd H3b). To test these two
hypotheses (H3a and H3b), we conducted hierarclmesr regressions that allowed us
to control for the nested structure in the dataéobations were nested in participants).
We used hierarchical linear regressions for anatyzombined lagged effects.
Analyses of combined lagged effects examine thectffof an independent variable at
one point in time (e.g. at T2) on a dependent Bégiat a subsequent point in time (e.qg.
at T3). These analyses allowed us to test the bheffacts of employment and
employment income at previous measurement wavésisiness creation at subsequent
measurement waves across the four measurement (fiaresI'1 to T2, T2 to T3 and
T3 to T4) in one analysis. In our analyses, we rreatithe variable of action-oriented
entrepreneurship training in such a way that ieaéd a positive effect from T3
onwards. Modeling the variable for action-orienggdrepreneurship training in such a
way is important to account for the delayed effeétsaining on business creation. We
assumed that T3 and T4 would be the earliest paintghich business creation would
occur. We based our assumptions on research sholahthe effects of training on
business creation unfold over time and do not ocourediately after the training
(Reynolds & Curtin, 2008). Reynolds and Curtin (08howed that starting a new

venture takes several months. We therefore codettaiming variable in such a way
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that it included no effect at T1 and no effect at(immediately after the training). The
variable captured an effect at T3 and T4.

Table 4.4 and 4.5 present the results of the lubieal linear regression analyses
examining the combined lagged effects. First, wedususiness creation at subsequent
measurement waves (timg as the dependent variable and entered the control
variables, and the training variable as predictseg model 3a in table 4.4 and 4.5).
Besides the control variables of gender, cogniiividity, university, relatives in
business, and social norms, we also controlletifoe and business creation. All
variables that we used as predictors were incladgudevious measurement waves
(time). Results of the analyses revealed a significadtpositive effect of the training
variable B = 0.16,SE= 0.04p < .01) (see model 3a in table 4.4 and 4.5).

Secondly, we used business creation at subsequasLemMent waves (timg
as the dependent variable and used the same ei@bin model 3a as predictors. We
additionally entered employment at previous measarg waves (timgas a predictor
(see model 3b in table 4.4). Results of the analgiewed a significant and positive
lagged effect of employment on business creaton 0.10,SE= 0.05,p < .05). Thus,
results provided empirical support for hypothesistating that employment has a

positive effect on business creation.

Thirdly, we regressed business creation at subsegqueasurement waves
(time+1) on employment income at previous measurement sviiveeg) (see model 3c
in table 4.5). We included the same control vagalas in model 3a. Results of the
analyses showed a significant and positive lagdfedteof employment income on
business creatioB(= 0.01,SE= 0.00,p < .05). Thus, the results provided empirical
support for hypothesis H3b stating that employnirecitme has a positive effect on

business creation.
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Table 4.4

Hierarchical linear regressions testing the comibiagged effect of employment on

business creation.

Business creatiofi

Model 3a Model 3b

B SE B SE
Gender 0.08 0.04 0.08 0.04
Cognitive ability -0.02 0.02 -0.02 0.02
University 0.04 0.04 0.04 0.04
Relatives in business 0.10 0.04 0.10 0.04
Social norms 0.00 0.03 0.00 0.03
Training® 0.16" 0.04 0.17 0.04
Time® 0.06 0.03 0.05 0.03
\I?Vl;igess creation (previous 0.38" 0.04 0.3& 0.04
Employment 0.10 0.05
Deviance (-A.ogLikelihood) 749.64 749.73
AIC® 771.64 773.73
BIC* 820.39 826.88

Note.Unstandardized regression coefficients (B) anddstaherrors (SE) are
reported? Training means modeled variable of action-orieretiepreneurship
training.bTime means four different measurement waves (T1-IC means
Akaike Information Criterion? BIC means Bayesian Information Criterién.
Business creation means business creation subsegaes ‘p <.10; p < .05; p

<.01.
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Table 4.5

Hierarchical linear regressions testing the comibiagged effect of employment

income on business creation.

Business creatioh

Model 3a Model 3c

B SE B SE
Gender 0.08 0.04 0.08 0.04
Cognitive ability -0.02 0.02 -0.02 0.02
University 0.04 0.04 0.05 0.04
Relatives in business 0.10 0.04 0.10 0.04
Social norms 0.00 0.03 0.00 0.03
Training® 0.16" 0.04 0.17 0.04
Time® 0.06 0.03 0.05 0.03
\I?Vl;igess creation (previous 0.38" 0.04 0.3& 0.04
Employment inconmfe 0.01 0.00
Deviance (-A.ogLikelihood) 749.64 753.88
AICH 771.64 777.88
BIC® 820.39 831.04

Note.Unstandardized regression coefficients (B) anddstaherrors (SE) are
reported? Training means modeled variable of action-orieretiepreneurship
training.bTime means four different measurement waves (T1"Rnployment
income means logarithm of employment incof®C means Akaike Information
Criterion.®BIC means Bayesian Information CriteriéBusiness creation means
business creation subsequent wapes.10;'p < .05; p < .01.
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4.5.3 Supplemental analyses

Gielnik and colleagues’ (2015) study showed thgosfunity identification and
entrepreneurial action are important predictorsfmsiness creation. The results of
Gielnik and colleagues’ (2015) study revealed tpadortunity identification and
entrepreneurial action significantly mediated thlationship between action-oriented
entrepreneurship training and business creationiedtaf opportunity identification and
entrepreneurial action also had an effect on basioeeation in our model, we ran
additional hierarchical linear regression analy¥és.examined the combined lagged
effects of employment and employment income onrfass creation and included
opportunity identification and entrepreneurial aotas control variables. First, we
tested if action-oriented entrepreneurship traifiagd a positive effect on business
creation. We used business creation at subsequseiswWtime) as the dependent
variable, controls and the training variable asimters. All predictors were entered at
previous measurement waves (tjm€ontrols comprised gender, cognitive ability,
university, relatives in business, social nornmagtiand business creation at previous
measurement waves. In addition to these contrahbigs, opportunity identification
and entrepreneurial action were also included as@lovariables. Table 4.6 and 4.7
present the results (see model 4a) showing a gigntfand positive effect of training
on business creatioB & 0.15,SE= 0.04,p < .01). Secondly, we tested the combined
lagged effect of employment on business creatiasiri®2ss creation at subsequent
measurement waves (tigrg served as the dependent variable, controls and
employment as predictors. We used the same comtsals model 4a. Controls and
employment were entered at previous measuremerasaA#ime). Table 4.6 depicts the
results of the analyses (see model 4b) revealmgrginal significant and positive
lagged effect of employment on business creaton 0.09,SE= 0.05,p < .10).

Thirdly, we examined the combined lagged effeatmaployment income on business
creation using hierarchical linear regression. Weered the same control variables as in
model 4a and added employment income as a predicabte 4.7 presents the results of
the analysis showing a significant and positivegeyeffect of employment income on
business creatio3(= 0.01,SE= 0.00,p < .05).
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Table 4.6

Hierarchical linear regressions testing the comibiagged effect of employment on

business creation controlling for opportunity ideoation and entrepreneurial action.

Business creatiofi

Model 4a Model 4b

B SE B SE
Gender 0.07 0.04 0.07 0.04
Cognitive ability -0.02 0.02 -0.02 0.02
University 0.03 0.04 0.04 0.04
Relatives in business 0.09 0.04 0.09 0.04
Social norms -0.01 0.03 0.00 0.03
Opportunity identification 0.04 0.02 0.04 0.02
Entrepreneurial action 0.01 0.01 0.01 0.01
Trainind® 0.15 0.04 0.16 0.04
Time® 0.06 0.03 0.05 0.03
\I?Vl;f/gess creation (previous 0.37" 0.04 0.3E 0.04
Employment 0.09 0.05
Deviance (-A.ogLikelihood) 758.25 758.92
AIC® 784.25 786.92
BIC* 841.82 848.89

Note.Unstandardized regression coefficients (B) anddstecherrors (SE) are
reported? Training means modeled variable of action-orieretiepreneurship
training.bTime means four different measurement waves (T1-IC means
Akaike Information Criterion? BIC means Bayesian Information Criterién.
Business creation means business creation subsegaes ‘p <.10; p < .05; p

<.01.
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Table 4.7

Hierarchical linear regressions testing the comibiagged effect of employment on

business creation controlling for opportunity ideoation and entrepreneurial action.

Business creatioh

Model 4a Model 4c

B SE B SE
Gender 0.07 0.04 0.07 0.04
Cognitive ability -0.02 0.02 -0.02 0.02
University 0.03 0.04 0.04 0.04
Relatives in business 0.09 0.04 0.09 0.04
Social Norms -0.01 0.03 0.00 0.03
Opportunity identification 0.04 0.02 0.04 0.02
Entrepreneurial action 0.01 0.01 0.01 0.01
Trainind® 0.15 0.04 0.16 0.04
Time® 0.06 0.03 0.05 0.03
\I?Vl;f/gess creation (previous 0.37" 0.04 0.3E 0.04
Employment inconfe 0.01 0.00
Deviance (-A.ogLikelihood) 758.25 763.07
AICH 784.25 791.07
BIC® 841.82 853.05

Note.Unstandardized regression coefficients (B) anddstecherrors (SE) are
reported? Training means modeled variable of action-orieretiepreneurship
training.bTime means four different measurement waves (T1"Rnployment
income means logarithm of employment incof®C means Akaike Information
Criterion.®BIC means Bayesian Information CriteridBusiness creation means
business creation subsequent wapes.10;'p < .05; p < .01.
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4.6 Discussion

In the present study, we developed a theoreticaemnexamining the impact of
action-oriented entrepreneurship training on pgudicts’ career development over time
in terms of employment and self-employment. To tlgveur theoretical model, we
took a career development perspective (Briscoe B, B@06; Direnzo & Greenhaus,
2011; Fouad, 2007) and investigated pathways frcioraoriented entrepreneurship
training to business creation through employmedtemployment income. Gielnik and
colleagues (2015) revealed in their study thabaetiriented entrepreneurship training
led to business creation through entrepreneurtadrmand opportunity identification.
They showed that entrepreneurial action and oppiytidentification mediated the
relationship between action-oriented entreprendguitsining and business creation.
However, Gielnik and colleagues (2015) could notvmte a complete explanation on
how action-oriented entrepreneurship training tedeéw venture creation. They only
found a partial mediation, which suggests thatetae additional pathways leading
from action-oriented entrepreneurship trainingusibess creation. Our theoretical
model adds to this line of research by examinirdhsadditional career paths. It implies
that action-oriented entrepreneurship training $gadbusiness creation through
employment and employment income. The findingswfstudy provided empirical
support for our hypotheses that action-orientedepnéneurship training had an effect
on employment and employment income. This suggeatssompared to a control
group, the training group found employment fastet mcreased stronger in
employment income over time. In addition to thesults of our analyses revealed that

employment and employment income predicted busicresgion in the long run.

Furthermore, results of our supplemental analysew/ed that when including the
mediating variables of Gielnik and colleagues’ Pmodel (opportunity identification
and entrepreneurial action) into the hierarchiegfressions, our theoretical model still
holds. Including opportunity identification and exgreneurial action led to minor
changes in the results: The lagged effect of enmpéot on business creation was
marginally significant when opportunity identifieat and entrepreneurial action were
included. The lagged effect of employment incoméosiness creation remained

significant when we entered opportunity identifioatand entrepreneurial action as
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control variables. We could not replicate the firghi by Gielnik et al. (2015) insofar as
opportunity identification and entrepreneurial antwere not significant predictors of
business creation. A possible reason for this figds that the importance of
opportunity identification and entrepreneurial antmight be less strong compared to
that of employment and employment income. Finarasgkects, such as employment
income might play a more important role in the epteneurial career path hypothesized
in this study than psychological factors like ogpaity identification and
entrepreneurial action. Employment income provitencial resources that can be
used for business creation. Students, who are gmegbland have more financial capital,
might be more able to invest this capital in busthereation than students, who do not
have jobs. It might be the case that participarits are employed, have sufficient
financial resources that allow them to pay for peayho perform the necessary start-up
activities for the start of a new venture. This Wabior example imply that participants
do not have to perform start-up activities themsghAdditionally, the financial
resources might allow participants to invest inibesses or buy businesses and hence
become business owners. In Uganda, it is for examminmon that people provide
financial capital for family members, who want tars their own businesses (Balunywa
et al., 2013). Thus, it is likely that participamto have access to financial capital, for
instance through their employment income, invesamily members’ businesses or
support a family member that already has identifigmfomising business opportunity.
Further, it is likely that participants who receemployment income pay a family
member for carrying out the necessary start-uwiéies. This would imply that
participants who have employment income are naeed for identifying business
opportunities or carrying out entrepreneurial awid-urthermore, sufficient financial
capital enables participants to invest in conststédmat have profound knowledge in
entrepreneurship. These consultants can provideesitegarding profitable business
opportunities and about the process of successtalying a business. Thus,
performing entrepreneurial action and identifyinginess opportunities are less
important when participants have access to findeaiaital, which is the case for

participants who are employed.
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Our study did not provide empirical findings abadtich of the two career paths
is more promising for business creation, the dipath from action-oriented
entrepreneurship training via opportunity identtion and entrepreneurial action as
described in Gielnik and colleagues’ (2015) studthe career paths of the present
study leading from action-oriented entrepreneurgfaiming to business creation
through employment or employment income. Zachercatiéagues (2012) showed in
their study that continuous self-employment anchgea from employment to self-
employment are two prominent career paths. Theygitmvides empirical support that
in particular young people are more likely to fella career path via employment,
whereas older people will rather follow the cane&th of continuous self-employment.
Thus, it is likely that for students the careerhpaitthe present study, leading from
training to business creation through employmedtemployment income, is more
useful than the direct path to business creatianvéver, future research should
compare the model of Gielnik and colleagues’ (2Gt63y with the model of this study
and investigate which career path is more promiaimdjfor whom which career path is
most suitable. Studies comparing both models \wiidslight on the question whether
entrepreneurship education and training shouldegtreinees to start businesses

immediately or to find employment first.

We think that our study, which examined studeraseer paths leading from
action-oriented entrepreneurship training to bussrereation via employment and

employment income, contributes to the literatursaaeral ways:

First, our study contributes to the literature otrepreneurial careers. Scholars
have called for studies that focus on individuaklr'eer development over time (Arnold
& Cohen, 2008). We followed this call and developetieoretical model that analyzed
the effects of action-oriented entrepreneurshiiing on the development of students’
careers over time. Based on a career developmesypgutive, we argued that careers
are multidirectional and unfold over time (Arthurad., 2005; Arthur, 1994; Briscoe &
Hall, 2006). This means that instead of followinfixed career path, people change
between different jobs and also between employmedtself-employment (Arthur &
Rousseau, 2001, Briscoe et al., 2006; Sullivan &#r, 2006). We examined students’
career development regarding entrepreneurshiménaith the career development
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perspective, the results of our study showed #tatlents changed between
employment and self-employment in the long terne Tfihdings of our study suggest
that a possible way to business creation is thraugployment. Taking a job in a
company allows students to earn a salary and thasduire financial resources, which
facilitates the start of a new venture. Our studgrefore, indicates that a
multidirectional career path is of importance fasimess creation and that employment

can be a useful step on the way to business creatio

Secondly, the findings of our study contributedeeaarch in the field of
entrepreneurship education and training. Scholave lealled for research that examines
the effect of entrepreneurship education and tngioin students’ careers (Pittaway &
Cope, 2007; Vanevenhoven & Liguori, 2013). Therltie evidence in the literature
about the impact of entrepreneurship education@iting on participants’
entrepreneurial careers (Pittaway & Cope, 2007di8s in this field of research mainly
examine the impact of entrepreneurship educatidrtr@aming on students’
entrepreneurial intentions (Hatten & Ruhland, 199¢, Chang, & Lim, 2005;
McMullan & Gillin, 1998; Peterman & Kennedy, 2000ouitaris et al., 2007). These
studies argue that entrepreneurial intentions ptéxisiness creation. However, there is
a lack of evidence that entrepreneurial intentieas to business creation (Davidsson &
Honig, 2003; Katz, 1990). The literature examinstigdents’ entrepreneurial careers
lacks studies about the impact of entrepreneumsthigation on students’ business
creation and neglects the influence that entrepmshé@ training has on employment
(Pittaway & Cope, 2007). We contribute to addregsims gap in the literature by
studying the effects of action-oriented entreprestaip training on employment and
employment income that lead to business creati@n tiwe. The findings of our study
revealed that action-oriented entrepreneurshipitrgisuccessfully supports students in
finding employment and in increasing employmenbme over time. Our study,
therefore, demonstrates that action-oriented ergngurship training is able to increase
the employability of students and enables thenutcesed in their jobs. Furthermore,
our study showed that students’ employment ana #émeployment income enabled

them to start businesses in the long haul. Thumraoriented entrepreneurship training
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is of value for supporting students’ career develept, both in term of self-

employment and employment.

Thirdly, our study contributes to research in tieédf of training and transfer of
training. The training literature suggests to takéees’ characteristics in to account,
since trainees’ characteristics influence the éffe€ training on training outcomes
(Baldwin & Ford, 1988; Burke & Hutchins, 2007; Gsosan & Salas, 2011; Kraiger et
al., 1993; Salas, Tannenbaum, Kraiger, & Smithst#nt2012). Research indicates that
trainees’ characteristics have an impact on thedes’ motivation and transfer ability
(Baldwin & Ford, 1988; Burke & Hutchins, 2007; Calt, LePine, & Noe, 2000;
Grossman & Salas, 2011; Kraiger et al., 1993; Satlas., 2012). Scholars have called
for research that helps to identify for whom tragnprograms are effective (Burke &
Hutchins, 2007; Grossman & Salas, 2011; Salas,2@l12). Our study adds to the
understanding on entrepreneurship training by takito account that trainees’
individual characteristics can boost the impacafon-oriented entrepreneurship
training on employment and employment income. Bogdn transfer theory (Baldwin
& Ford, 1988) and theories on boundaryless or protareers (Arthur & Rousseau,
2001; Arthur, 1994; Briscoe et al., 2006; Brisco&l&ll, 2006; Hall, 1996; Sullivan &
Arthur, 2006), we identified control aspirationasimportant individual characteristic
that affects the relationship between training taohing outcomes. Specifically, we
argued for a moderating effect of control aspiratm the relationship of action-
oriented entrepreneurship training with employmeent employment income. Results
of our study provided empirical evidence for theda@ting effect of control aspiration
and thus indicate that trainees, who took contndl @sponsibility for their work
increased most strongly in employment and employnimeome over time. In line with
theories on boundaryless or protean careers (Arfl294; Briscoe & Hall, 2006; Hall,
1996), the findings suggest that trainees, who Inayle control aspiration, will be more
likely to take control over their careers and beharge of their careers as an employee.
These trainees will, therefore, find employmentdaand get promoted faster, which
leads to higher income, when compared to parti¢gyarho do not want to take control
and responsibility for their work. These findingmtribute to the training literature
because they provide insights into individual cheeastics that explain who will
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benefit most from action-oriented entrepreneurstaming with regard to finding

employment and getting employment income.

Fourthly, scholars have criticized that researctin@field of entrepreneurship
training mainly focuses on short-term outcomes@wek not examine effects over time
(Matrtin et al., 2013; McKenzie & Woodruff, 2012;tRaway & Cope, 2007). Our study
adds to the understanding of entrepreneurshipitigaimecause it examined effects of
action-oriented entrepreneurship training overréogeof 21 months on both,
employment of students and business creation. &heodll for studies that measure the
effects of entrepreneurship training in the long iuorder to develop a better
understanding of the training’s impact (Martin kbt 2013; McKenzie & Woodruff,
2012; Vanevenhoven & Liguori, 2013). This is partacly important since training
effects vary over time and some effects take tionegnfold (McKenzie & Woodruff,
2012; Reynolds & Curtin, 2008). Thus, researchaxgelexplicitly requested to conduct
studies that cover a longer period than the fiestryafter the training (McKenzie &
Woodruff, 2012). Additionally, scholars have suggdshaving a minimum of three
measurement waves, in order to examine the temiyooéleffects and investigate
changes over time (Holcomb, Combs, Sirmon, & Sex2010; Ployhart &
Vandenberg, 2010). Our study contributes to tlegdiure since it comprised four
measurement waves over a period of 21 months asdhwa able to provide insights
into effects of training that unfold over time. Ehar, the present study adds to the
literature because it investigated the temporalitgffects and hence allows unveiling
changes in participants’ career development owee.tincluding time in the study and
examining the timing of effects contributes to daheory building and is important in
order to draw valid conclusions from empirical fimgs (George & Jones, 2000;
Gielnik, Barabas, et al., 2014; Mitchell & Jame302; Zaheer, Albert, & Zaheer,
1999).

4.6.1 Strengths & limitations

Scholars have called for more rigorous methodokgighe field of
entrepreneurship education in order to examineepregneurship training effects (Glaub
& Frese, 2012; Martin et al., 2013; McKenzie & Waouaid, 2007; Pittaway & Cope,
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2007). Specifically, they suggest that researckrdrepreneurship training should
comprise a randomized control group design with anel post-testing (Martin et al.,
2013; McKenzie & Woodruff, 2012). In the presentdst, we used a randomized
controlled field experiment with measurement wgwesr to the training and several
measurement waves after the training. By emplogundh a rigorous design, our study
overcomes methodological limitations and contributethe literature in the field of

entrepreneurship education.

Research shows that compared to the general papylatudents are more
inclined to entrepreneurship (Krueger et al., 2000refore, a student sample is often
viewed as a limitation. However, since we invesedeeffects of action-oriented
entrepreneurship training on career developmenttove, the student sample is
appropriate. Our study comprised a sample of umddugte students who were in their
final year. A student sample is of value for thmelof research since students are at the
beginning of their careers. They will start devahgptheir careers after they leave
university. Thus, a student sample allows schdtatsack participants directly at the
start of their careers and examine the developnierlgir careers over time. A student
sample is therefore highly useful for research minepreneurial careers and career

development over time.

A potential limitation of the present study relatests context. Participants of the
study were students in Uganda. In the context @fridg, it is common that people
acquire funding from business angels for the stianew businesses (Namatovu et al.,
2011). Business angels are informal investors whaige funds for the start of high-
risk ventures and add value to these businessghrtheir human or social capital
(Politis, 2008; Wetzel, 1983). Uganda scores vagi lon the number of business
angels (Namatovu et al., 2011). This means thahbss angels are an important source
of capital for Ugandan students. It is thus possibat investments from business
angels are an alternative source of capital to eympént income. This would imply the
possibility of an additional career path from actmriented entrepreneurship training to
business creation, which leads through investnmfemts business angels. Such a path is
probable since participants learn strategies toieedinancial capital in the action-
oriented entrepreneurship training. Looking forastments from business angels is one
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strategy taught in the training. In our study, we ghe focus on employment income as
a source of capital and did not investigate thea$f of business angels. Two important
arguments support our approach to concentrate @hogment income as a key factor
for business creation. First, research indicatasttie average amount of money
provided by business angels in Uganda is low (Namaét al., 2011). Business
creation seems to be mainly financed by persosalurees and resources from family
members (Balunywa et al., 2013). This means th@l@ment income as a resource
provided by the owners themselves is of high imgrare for business creation.
Secondly, research dealing with the importancenainice in business creation has
highlighted income as a crucial factor for sucaglssfisiness creation (Evans &
Jovanovic, 1989). Employment income is a key boapgting strategy that enables
people to acquire starting capital and positivefluences business creation (Winborg
& Landstrom, 2001). It is, however, useful thatiat research examines the role that
different bootstrapping strategies play with respe@ction-oriented entrepreneurship
training and business creation. Answers to thesegareh questions would yield a
broader picture on the influence of action-oriergattepreneurship training on various
bootstrapping strategies and different sourcespital. It would also shed light on the
question if the effects of training on bootstragpstrategies support business creation
by overcoming the lack of starting capital.

A second potential limitation is also related te ttontext of Uganda. In Uganda,
employment and self-employment are not two sepaaateer paths. Self-employment
and employment can occur at the same time. Resshootrs that 18% of young
Ugandans who have a full-time employment also ownsness (Balunywa et al.,
2013). This also applies for part-time employmen8&% of part-time employees are
business owners (Balunywa et al., 2013). Resealditi@nally reveals that young
people, who own a business are searching for emmdaoyat the same time (Balunywa
et al., 2013). Scholars may want to criticize thatfindings of our study are not
generalizable and cannot be applied to countriexrevpeople choose to either be
employed or self-employed. By taking a career dgwelent perspective (Briscoe &
Hall, 2006; Direnzo & Greenhaus, 2011; Fouad, 20@@) however, argue that the
findings of our study are generalizable. The Ugangtauth chooses a multidirectional
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career path instead of a fixed career path witlgimgrsequences between employment
and self-employment. This means that Ugandansodosving boundaryless or protean
careers (Arthur et al., 2005; Arthur, 1994; Bris&klall, 2006). Research provides
support that boundaryless or protean careers frékyugccur in western countries
(Briscoe & Hall, 2006). In fact, the concept of ndaryless or protean careers is
developed on the background of western countriesh(hA & Rousseau, 2001; Arthur,
1994; Briscoe et al., 2006; Briscoe & Hall, 200&ilIH1996; Sullivan & Arthur, 2006).
Scholars even mention that this cultural backgrasrmobably limiting the
generalizability of the underlying theories and @mopl research with regard to
boundaryless or protean careers (Briscoe & Hal6200ur study contributes to this
line of research by showing that boundaryless otgain careers are particularly
prevailing in developing countries and that themeers are of great importance in the
context of entrepreneurship. This also implies Wartk related sequences as employees
are of high importance in entrepreneurial careetsstnould gain more attention in
different fields of research, e.g. research on wemture creation, entrepreneurial

careers and entrepreneurship education.

A third possible limitation is that our study didtnnvestigate any influences of
mechanisms explaining why action-oriented entregueship training leads to
employment and employment income. Gielnik and egjlees’ (2015) study provided
empirical evidence that action-oriented entreprestap training positively affects
action-regulatory factors. It is, thus, of interesexamine whether these action-
regulatory factors are also of importance in oudeioFor instance, does the training
have effects on employment through these actionkaggy factors? In addition,
Gielnik et al. (2015) showed that the training ioy#s opportunity identification. In the
present study, we argue that the training lea@srtployment because it enhances
trainees’ potential to be innovative. Since innavais a key aspect for employers, it is
possible that trainees who are able to identifpuative opportunities will find
employment faster than trainees’ who are lesstabldentify innovative opportunities.
Furthermore, we argue that the trainees’ find emplent faster and are promoted faster
than students of the control group, since theitngiteaches them personal initiative,
which may lead to a more proactive behavior. Ingtesent study, we aim at drawing a
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broader picture on the different career paths girfass creation taking into account
employment and employment income. Future resedrahl@ investigate the influence
of psychological factors, such as opportunity idfemattion and personal initiative with
regard to the training effects on employment ang@leyment income. This research
will help to understand how action-oriented entemgurship training leads to
employment and provides valuable insights intoubefulness of entrepreneurship
education regarding participants’ employabilitytdte research in this area will allow
for building more solid theories about entrepresbijr education and career

development.

4.6.2 Practical implications and conclusions

Our study suggests that action-oriented entreprshgutraining has important
impacts on students’ career development. It affsictdents’ employment and their
employment income. This implies that action-oriené@trepreneurship training is able
to enhance students’ employability and allows thersucceed in their jobs. Thus,
educational institutions should use action-orier@etitepreneurship training to support
learners in developing and succeeding in theirezard herefore, educational
institutions should apply action-oriented entregraship training more frequently. This
applies to every educational institution that aahpromoting learners to build their
careers, for example universities and collegesatioical training institutes, and
secondary schools (high schools). Our study indgcairther that students’ employment
and employment income leads to business creatientowe. Thus, by enhancing
students’ employability and enabling them to eanpleyment income, students can be
supported to start own businesses in the longTris. means that action-oriented
entrepreneurship training should be applied to lgodlups of participants: those who
want to become self-employed and those who wastialt a career as an employee.
Based on these findings, we also suggest that 8dnahinstitutions put a stronger
focus on educating their learners about multidioset! career paths (Arthur et al., 2005;
Arthur & Rousseau, 2001; Arthur, 1994; Briscoe &IH2006; Sullivan & Arthur,

2006). We are of this opinion as our findings shdwet different working sequences

of employment and self-employment were importamtspaf the career paths leading to
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successful entrepreneurial careers. Thus, emplayiménm be viewed as a possible step
in the process of business creation. Policy madedspractitioners should support

education about multidirectional careers in orddiatilitate business creation.

Furthermore, our findings showed that the effe@aifon-oriented
entrepreneurship training on employment and empémtrincome was strongest for
those students who have high control aspiratiomcEewe suggest the following
approach. First, educational institutions shouférodiction-oriented entrepreneurship
training to participants, who score high in contaspiration, meaning those who take
control and responsibility for their work. Thesetmapants will benefit most from the
training in terms of employment and employment meo Secondly, educational
institutions should put particular focus on encgumrg participants to take control and
responsibility for their work. Educational instits should consider control aspiration
as an important factor in career development. Hmeyld promote an education that
enables participants to understand the importahtakmg responsibility for one’s
work and being charge of it.

Overall, our findings endorse the application dfaeoriented entrepreneurship
training to promote participants’ career developmehis is also of interest for
practitioners and policy makers, who intend to gsge how peoples’ careers could be
promoted best. Our findings can be of value, stheg provide insights into the
effectiveness of entrepreneurship training, shawviom the training is beneficial, and

reveal insights into students’ career paths ovee i
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CHAPTER 5

General discussion

In this dissertation, | examined effects of actayrented entrepreneurship training
and its role for capital requirements from a psyobcal perspective. The findings of
the present dissertation contribute to the litemain the field of entrepreneurship and
entrepreneurship education. They add to the uratetstg of how nascent
entrepreneurs can be supported in successfullyngtarew businesses despite of
financial requirements and capital constraintsti@rmore, the findings help to provide
more solid theories regarding entrepreneurshipitrgiand its impact on career

development.

First, | explained how entrepreneurship leads tmemic development and
poverty alleviation, which is of great relevance developing countries. | reasoned that
action-oriented entrepreneurship training, whichased on action-regulation theory
(Frese & Zapf, 1994; Frese, 2009; Hacker, 1998s&ful for promoting
entrepreneurship. Findings about the impact obaetiriented entrepreneurship training
showed that the training lead to short- and lomgiteffects on business creation and
long-term entrepreneurial success. The chaptertadtte understanding on how a
country’s economic development can be supportealithr entrepreneurship education
and provides insights into the question how thimitng can be sustainably implemented
at different institutions to ensure an ongoing iempéntation without the need for
continued foreign support. Furthermore, the chagetributes to the literature on
entrepreneurship education because it providesfjnes about entrepreneurship
training, for instance which training methodologyuseful for promoting successful
entrepreneurship and how the training should béeémented at different institutions.
Additionally, the qualitative findings of the statents reported by the two students

provide valuable contributions. The statement$eftivo trainees emphasize the
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importance of financial aspects in business craai@ provide insights into how the
training supported the students in dealing witlaficial requirements and capital
constraints. One of the students, for instance tioweed that he wanted to start a
business that required a high amount of capitalodgh the training, he learned to start
business using the resources he had. Thus, he tthbsst start another business that
did not require much capital. He decided to saeeptiofits and invest it into the start-up
of the other business. The other student descsiveitar incidences. She mentioned
that she engaged in the start-up of two busindbs¢sequired a lot of capital. She
decided to abandon these two business opportuaiti@snstead invested her resources
in another business that she had already stantethdfmore, she acquired capital by
selling one of her businesses and used the capiséhrt a new business. These
statements suggest that the training teaches studys to deal with financial
requirements and capital constraints. It thus sttpgbem in successfully continuing
with business creation although financial requirete@nd capital constraints impede
their efforts to start a business.

Secondly, | provided a theoretical model that eixyglainder which conditions
capital constraints affect or do not affect bussng®ation. | provided empirical
evidence that action-oriented entrepreneurshipitrgireduces the negative effect of
capital constraints on business creation througieldeing financial mental models.
Action-oriented entrepreneurship training succedbsimproved trainees’ financial
mental models and was, therefore, able to compeifsathe negative effect of capital
constraints on business creation. The findingstadde understanding of boundary
conditions of capital constraints and contributeggearch on entrepreneurship
education and training. Different from the commaewin the literature, implying that
an improved access to capital is the major soldtorcapital constraints (De Mel et al.,
2008; Evans & Jovanovic, 1989; Ho & Wong, 2007; Wikl & Shepherd, 2003), the
findings show that action-oriented entrepreneursfaiming is a potential alternative
solution for the problem of capital constraintsrtRar, the findings contribute to the
literature because they showed that entreprenguinsining improved participants’
financial mental models. The literature on finahonr@ntal models reveals that financial

mental models emerge through experience (Baron €eyn2006). Our results indicate
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that financial mental models can be trained. Fuyttine present findings provided
support for an interactionist perspective in ermeapurship (Gielnik & Frese, 2013;
Terborg, 1981; Welter & Smallbone, 2011) suggestivag the interplay of individual
characteristics, such as financial mental modeld famancial aspects, such as capital
constraints better explains new business credtian financial aspects alone. Thus,
research investigating the impact of financial aspen entrepreneurship should take
into account individual factors and consider unged psychologic mechanisms. This

will lead to more solid theories in the field ofm&enture creation.

Thirdly, 1 developed a theoretical model that hefpsinderstand the influence of
entrepreneurship education on students’ careeirsgtékto account employment and
self-employment. | argued for a career path leattioig action-oriented
entrepreneurship training to business creatioheridng haul through employment and
employment income. The findings provided empireabence for a positive effect of
the training on employment and employment inconagcating that the training
enhanced students’ employability and enabled tleeget promoted faster.
Furthermore, the results showed that the effetetraining on employment and
employment income was moderated by control aspimaifihe effect of the training on
employment and employment income was strongestiments, who were high in
control aspiration, meaning who took control angpansibility for their work.
Additionally, the results revealed that employmami employment income predicted
business creation in the long term. The findingght study contribute to the literature
on entrepreneurship education and training and kileidon the impact
entrepreneurship training has on students’ car@éesresults suggest that action-
oriented entrepreneurship training can supportesttgdin their careers as employees.
The findings also contribute to research on cadegelopment by providing support for
taking a multidirectional career approach (Artil894; Briscoe & Hall, 2006; Sullivan
& Arthur, 2006). The results suggest that employnaea employment income are of
great importance for the process of business oreafidditionally, the results showed
that individual characteristics, such as contrpirasion play a major role with regard to
the impact of entrepreneurship training on studexateer development. High scores in

control aspiration, implying strongly taking corltemd responsibility for one’s work
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enabled participants to benefit most from the trginThese findings add to the
understanding of entrepreneurship training by rigvgdor whom the training is

beneficial and who draws the greatest advantage fine training.

Fourthly, this dissertation contributes to theratere on entrepreneurship
education and training, because it followed thésaalthe literature to apply a rigorous
methodology (cf. Martin et al., 2013; McKenzie & baruff, 2012). | conducted
studies using a randomized controlled experimehichvis seen as the “gold standard”
in evaluation research (Reay, Berta, & Kohn, 2@09®). Furthermore, | add to the
understanding of entrepreneurship training and #féects, due to the longitudinal
design that covered four measurement waves iniadoef 21 months. Such a design is
able to unveil changes in participants’ behavicgrdiume and thus provides valuable
insights into training outcomes in the long hadiedesign allowed for capturing the
temporality of effects, which enabled me to invgate whether training effects unfold

over time.

5.1 Future research

This dissertation suggests several future resqaossibilities and raises new
research questions in the field of entrepreneurahgentrepreneurship training.

First, future research should examine the effecéeon-oriented
entrepreneurship training on different bootstragstrategies. The present dissertation
concentrates on employment income as an importaststrapping strategy (Winborg &
Landstrém, 2001), because employment income iy @&derce of capital for new
venture creation (Evans & Jovanovic, 1989). Howelesides employment income
entrepreneurs make use of additional bootstrapginagegies (Winborg & Landstrom,
2001). Research would benefit from studies thag¢stigate the effects of action-
oriented entrepreneurship training on differenttbtvapping strategies. These studies
could shed light on the question how entreprendpiestiucation supports acquiring
starting capital and what role various bootstragtrategies play in the process of

business creation.

Secondly, research on entrepreneurship educatmtraning would benefit from
studies investigating training effects on serial aortfolio entrepreneurship. Serial and
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portfolio entrepreneurship implies that entrepreae@wn more than one business at the
same time or have owned minimum one other busim@sisto their current business
(Westhead et al., 2005). The qualitative casebefwo trainees indicate that
participants did not only start a single business started several businesses at the
same time or consecutively. This indicates thané@s became serial and portfolio
entrepreneurs. Scholars argue that serial andotioréntrepreneurship support
entrepreneurial success in developing countries ttreelong haul (Rosa, 2013). In fact,
results showed that participants of the trainingugr who had more businesses at the
same time than participants of the control gro@al higher revenues than the control
group. These findings suggest that action-orieetd@tepreneurship training promotes
serial and portfolio entrepreneurship and thesegyyd entrepreneurship lead to more
entrepreneurial success. However, more researgeded to understand the effects of
the training on serial and portfolio entrepreneigsResearch should investigate the
underlying mechanisms explaining how the trainiogtérs serial and portfolio
entrepreneurship and who the training supporteooiming a serial or portfolio
entrepreneur. Thus, besides main effects of theitigaon serial and portfolio
entrepreneurship, research should examine mediatidgnoderating effects regarding
the relationship of the training and serial/poida@ntrepreneurship. Particularly
interesting are the influences of financial aspects regard to serial and portfolio
entrepreneurship. The qualitative findings indidhte having several businesses at the
same time protected the student against completeiyatcy. Additionally, saving
profits of businesses and selling businesses ethaloli students to start new
businesses. Future research would benefit fromestubat investigate how serial and
portfolio entrepreneurship relates to acquiringficial capital. It would be of interested
to examine how serial and portfolio entrepreneyrshipports overcoming financial
requirements and capital constraints and how emnepirship training influences this
relationship.

Thirdly, research should further investigate the i personal initiative with
regard to financial requirements and capital cansts. Personal initiative means to be
self-starting, persistent and proactive (Frese & R2801). This implies to self-initiate
action, to overcome barriers and to have a futersgective (Frese & Fay, 2001),
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These facets help to continue with one’s effodtart a business and prevent
abandoning the start-up process when facing clggieruch as financial requirements
and capital constraints. Personal initiative ermpleople to stay persistent and to
continue one’s effort when facing barriers (Freseay, 2001). Also, personal initiative
implies that people start actions themselves toamree these barriers. For example, it
is likely that people with high personal initiatiperform more actions to search for
capital, consider more options for acquiring cdpda not give up when they get
rejected (e.g. from capital providers). Thus, pedpgh in personal initiative might
better handle the situation of being capital cansed than people with low personal
initiative. In case of capital constraints, perdongiative might, therefore, be an
important psychological factor that allows for sessful business creation.

Fourthly, research provides empirical evidence #icdibn-oriented
entrepreneurship training enhances personal ingi@nd hence leads to entrepreneurial
success (Glaub et al., 2014). A possible agendfafore research is to investigate the
influence of personal initiative regarding studéngseer development. It is of
interested to study the impact of personal initttoncerning the career paths leading
from action-oriented entrepreneurship trainingusibess creation through employment
and employment income. This research would congibman understanding on how
personal initiative influences students’ entrepteiat and corporate careers and allows

for more solid theories on entrepreneurship edanaind career development.

5.2 Practical implications

This dissertation showed that action-oriented @némreeurship training led to
successful business creation, reduced the negfteet of capital constraints on
business creation, enabled participants to acfuiaecial resources in terms of
employment income, and supported participants’eradlevelopment. These findings

provide several practical implications for practiters, institutions and policy makers.

First, due to the effectiveness of action-oriergattepreneurship training, |
suggest implementing this training in educationatitutions and training institutes that
aim at teaching entrepreneurship. The trainingdetpainees to deal with financial
requirements and capital constraints and succégsfypported them in starting
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businesses. These outcomes might also be of ihferaastitutions that provide
knowledge in financial literary. It might be usefal these institutions to use action-
oriented entrepreneurship training or integratespairit in their curriculum on financial
literacy. Furthermore, | suggest implementing actioiented entrepreneurship training
at educational institutions and training institutest aim at supporting participants in
their career development. Besides effects on emneprship, action-oriented
entrepreneurship training facilitated finding a poid led to increased employment
income. Thus, educational institutions and trainimggitutes should conduct the training
for people who are interested in entrepreneursiipfar people who target a corporate

career, meaning a career as an employee in a cgmpan

Secondly, | recommend to policy makers to adoptrapgective that is geared
toward the entrepreneur in order to facilitate @mteneurship. To promote
entrepreneurship, policy makers often follow anrapph that aims at establishing
regulatory frameworks and introducing regulatofpmes (cf. The World Bank, 2010).
However, regulatory changes are not sufficienstarcessfully promoting
entrepreneurship. In fact, research shows thataggas have little effects on business
creation(van Stel, Storey, & Thurik, 2007). Basedlwe findings of this dissertation, |
suggest that entrepreneurship should be suppoytpdoliding interventions that are
geared toward the entrepreneur. Specifically, | lemsze the importance of action-
oriented entrepreneurship training and suggestyatiakers to facilitate the
implementation of action-oriented entrepreneurstaming. For instance, it is useful
that action-oriented entrepreneurship trainingi@uded into the curriculum of

educational institutions.

Thirdly, 1 suggest that practitioners and policyk®isg are open for different
solutions for the problem of capital constraintd do not simply focus on improving
access to capital. Implementing action-orientedegméneurship training can be a more
cost-effective solution for enhancing businesstaaalespite of capital constraints than
providing capital to entrepreneurs. Providing caid entrepreneurs may support them
in the start-up of a specific business, but it falesting effects. For example, when
businesses falil, the capital entrepreneurs hawvest to start these businesses, is
burned. Failure and mistakes are part of the ergnsirial process (Frese, 2009). In
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fact, about one third of new businesses are cldegch, because they are unsuccessful
(Headd, 2003). Training outcomes in terms of finanmental models or other skills
and knowledge remain and enable entrepreneursitonoe starting businesses in case
they have to close down their current businesdais. ifnplies that the effects of action-
oriented entrepreneurship training might provideae sustainable support in dealing
with financial requirements and capital constrathtm the provision of financial
capital. However, | do not argue against enhanaotgss to capital. A more effective
approach in promoting entrepreneurship might beotabine strategies to facilitate
access to capital with entrepreneurship educatidrtr@ining. One of our trainings in
Lesotho provides an example on how improving actesapital and entrepreneurship
training can be combined. The Lesotho National Dmyaent Corporation (LNDC),
which belongs to the government of Lesotho andais @f the Ministry of Trade and
Industry, Cooperatives and Marketing, funded fdartsup teams that participated in
our action-oriented entrepreneurship training. Aféking part in the training, the teams
participated in a business plan competition that effered by LNDC. They succeeded
in the competition and acquired 2.000 US dollache@he start-up capital allowed the
four teams to continue with their businesses. €k@ample shows a useful joint effort of
government funding and entrepreneurship educatiandan successfully support

business creation.

5.3 Conclusions

To conclude, this dissertation investigated effettaction-oriented
entrepreneurship training and its influence regaydinancial aspects in the process of
business creation from a psychological perspeciitie.findings provide support that
action-oriented entrepreneurship training is anartgnt means that helps to deal with
financial requirements and capital constraintdirtinished negative effects of capital
constraints on business creation and led to maresado financial capital in terms of
employment income. This way, it successfully prosddbusiness creation. Based on the
findings of this dissertation, | recommend implemignthe action-oriented
entrepreneurship training in order to enable tesne handle barriers such as financial
requirements and capital constraints. | also sugbaspolicy makers create structures
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that facilitate the implementation of the trainifhg. including the training into the
curriculum of educational institutions). Furthermpr recommend taking into
consideration that efforts should not only be madg@rding improving access to
capital, but toward improving and enhancing engapurship education and training.
Supporting the implementation of action-orientettegreneurship training can make a
difference for people, who would like to start th@ivn businesses, but face severe

capital constraints, which are particularly prewajlin developing countries.
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APPENDIX

A. Scales manual of the dependent, independent amibderator

variables used in this study

Business creation

Question asked in the interview

Are you currently the owner of a business?

[ Jyes [ ] no

To validate participants’ answers, we asked:

Questions asked in the structured interview

In the last year, what was the sales level in algoonth, in a bad month, and in a
fair month?

In the last year, how many good months, how mamyrbanths, and how many fair
months did you have?

How many full-time employees do you have?

How many part-time employees do you have?
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Capital constraints
The measurement of capital constraints is adapoea: f

Wiklund, J., & Shepherd, D. (2003). Aspiring fondaachieving growth: The
moderating role of resources and opportunitiesirnal of Management Studje&€8),
1919-1941.

Scale | Items

1-7 Potential sources to get the necessary staréipigal would be limited.

A great impediment for my venture would be a latkwailable sources for

1-7 starting capital.

1-7 Getting access to sufficient financial capitaluld be difficult.

1 2 3 4 5 6 7
S_trongly Disagree Sqmewhat Neither | Somewhat Agree Strongly
disagree disagree nor agree agree
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Financial mental models

The measurement of financial mental models is bagsed

Baron, R. A., & Ensley, M. D. (2006). Opportunigcognition as the detection of

meaningful patterns: Evidence from comparisonsovice and experienced
entrepreneurdVlanagement Sciencg2(9), 1331-1344.

Questions asked in the structured interview

Describe an idea for a new product, service, #tat,you considered but then
ultimately rejected. Please indicate why you reéddhis idea.

Describe a %' idea for a new product, service, etc., that yawsitered but then
ultimately rejected. Please indicate why you rejdchis idea.

Describe a9 idea for a new product, service, etc., that yawsiered but then
ultimately rejected. Please indicate why you reéddhis idea.
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Financial mental models — Rating Guide
Guidelines for the rating are derived from:

Baron, R. A., & Ensley, M. D. (2006). Opportunigcognition as the detection of
meaningful patterns: Evidence from comparisonsovice and experienced
entrepreneurdVlanagement Sciencg2(9), 1331-1344.

Answers shall be rated for concreteness of relesaintategories that are addressed.

Concreteness: Does the subject give examples oriblesn detail what he means? (e.g.
“I have to know all about the market players, hoanyproducts are in the market, how
well they sell, why they sell, who are the targetups” versus “I need to know who my
competitors are”).

Each subcategory receives points (0, 1 or 2) depgroh the fact whether it is

mentioned and depending on the concreteness (poghkletailed descriptions).

Score | Description
0 No

1 Rough
2 Detailed

Category Content of Category

High margins

Quick cash flow
Financial mental models

Short sales cycle

High return / low investment
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Employment
The measurement of employment is derived from:

Erikson, R., & Goldthorpe, J. H. (1987). Commonadind variation in social fluidity in
industrial nations. Part I: A model for evaluatihg “FJH hypothesis.European
Sociological Reviews(1), 54-77.

Hauser, R. M., & Warren, J. R. (1997). Socioecomoimilexes for occupations: A

review, update, and critiqu8ociological Methodology7(1), 177—298.

Question asked in the interview

Are you currently employed?

[ Jyes [ ] no

To validate participants’ answers, we asked:

Questions asked in the structured interview

What is the title of your position? What kind of skado you do? (For example,
electrical engineer, stock clerk, typist, farmer)

What are your most important activities, tasks utres at that job? (For example,
types, keeps account books, files, sells cars apgeprinting press, finishes concrete)

What kind of business or industry is this? (Forregke, TV and radio,
manufacturing, retail shoe store, government, farm)
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Employment income

Question asked in the interview

What is your monthly salary (earnings)? (pre-tax)
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Control aspiration
The measurement of control aspiration is based on:

Frese, M. (1984)Do workers want control at work or don’t they: Sorasults on
denial and adjustmenBerlin: Institut fir Humanwissenschaft in Arbaitd

Ausbildung der Technischen Universitat.

Frese, M., Garst, H., & Fay, D. (2007). Making tsrhappen: Reciprocal relationships
between work characteristics and personal initaitiva four-wave longitudinal
structural equation modelournal of Applied Psycholog92(4), 1084-1102.

Frese, M., Kring, W., Soose, A., & Zempel, J. (1Jp%ersonal initiative at work:
Differences between East and West Germaepdemy of Management Journa®(1),
37-63.

Scale | ltems

1-7 | do only what | am told to do. Then nobody ceproach me for anything.

1-7 Work is easier if | am always told how to do it

1-7 | would rather be told exactly what | have t @hen | make fewer mistakes.
1.7 | act according to the motto: | follow order, thembody is going to reproach
me.
1-7 | have to think about too many things when | haveneke decisions. I'd
rather have routine work.
1-7 | prefer to have a supervisor who tells me exaethat | have to do. Then he
or she is at fault if something goes wrong.
1 2 3 4 5 6 7
S_trongly Disagree So_mewhat Neither | Somewhat Agree Strongly
disagree disagree nor agree agree
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B. Scales manual of the control variables used iis study

Gender

Question asked in the structured interview

Please indicate your gender

[ | female] | male

University

Item

University

[ ] Makerere University Business School [ |  Uganda @hridJniversity

Relatives in business

Items

Does somebody in your family own his/ her own bassg?

[ Jyes [ ] no

If yes, who:
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Social norms

The measurement of social norms is based on:

Krueger,

N. F., Reilly, M. D., & Carsrud, A. L. (20). Competing models of

entrepreneurial intentiondournal of Business Venturingx(5), 411-432.

Scale | ltems
1-5 Would family and friends want you to start youwn business?
1.5 Do most people who are important to you think ybawdd become self-

employed?

1-5 It is expected of me that | should start a fhess.
1-5 Most people who are important to me are seifleged.
1-5 The people in my life whose opinion | value sed-employed.
1-5 Many people like me start a business.
1 2 3 4 5
Not at all A little bit Medium Much Absolutely
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Cognitive ability
The measurement of cognitive ability is a subtéshe Wechsler test:

Wechsler, D. (1997WAIS-III Administration and Scoring Manu&an Antonio, TX:

Psychological Corporation.

Scale| Questions asked in the structured interview

We would like to do a little memory quiz: | willltgyou a line of numbers an
you just repeat the numbers that | read to you.

First trial Second trial
0-1 5-8-2 6-9-4
0-1 6-4-3-9 7-2-8-6
0-1 | 4-2-7-3-1 7-5-8-3-6
0-1 6-1-9-4-7-3 3-9-2-4-8-7
0-1 5-9-1-7-4-2-8 4-1-7-9-3-8-6
0-1 5-8-1-9-2-6-4-7 3-8-2-9-5-1-7-4
0-1 2-7-5-8-6-2-5-8-4 7-1-3-9-4-2-5-6-8

say?

give another example (3-4-8).

Now you should reverse it! For example when | 8dy9, what would you

(9-1-7); If the subject couldn’t complete the exdengorrect him/her and

First trial Second trial
0-1 2-4 5-8
0-1 6-2-9 4-1-5
0-1 3-2-7-9 4-9-6-8
0-1 1-5-2-8-6 6-1-8-4-3
0-1 5-3-9-4-1-8 7-2-4-8-5-6
0-1 8-1-2-9-3-6-5 4-7-3-9-1-2-8
0-1 9-4-3-7-6-2-5-8 7-2-8-1-9-6-5-3
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Opportunity identification
The measurement of opportunity identification isdzhon

Hills, G. E., Lumpkin, G. T., & Singh, R. P. (199Dpportunity recognition:
Perceptions and behaviors of entrepreneurs. In Repnolds, W. D. Bygrave, N. M.
Carter, P. Davidsson, W. B. Gartner, C. M. MasorR.&. McDougall (Eds.frontiers
of Entrepreneurship Resear@hp. 168-182). Babson Park, MA: Babson College.

Ucbasaran, D., Westhead, P., & Wright, M. (200§)pQrtunity identification and
pursuit: Does an entrepreneur’s human capital ma®mall Business Economjcs
30(2), 153-173.

Scale | Questions asked in the structured interview

05 How many opportunities for creating a business haeidentified
(“spotted”) within the last three months?

05 Out of all those opportunities, how many were iniryopinion promising for
creating a profitable business?

05 How many opportunities for creating a business hawepursued, that is
committed time and resources to, within the last¢glmonths?

0 1 2 3 4 5
Zero One or two Th_ree 0 Six to eight| Eight to ter More than
five ten
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Entrepreneurial action

The measurement of entrepreneurial action is based

Davidsson, P., & Honig, B. (2003). The role of sb@nd human capital among nascent

entrepreneurslournal of Business Venturing8(3), 301-331.

Dimov, D. (2007). Beyond the single-person, singkght attribution in understanding
entrepreneurial opportunitientrepreneurship Theory and Practj&i(5), 713-731.

Questions asked in the structured interview

Are you, alone or with others, now trying to startew business?

[ Jyes [ ] no

So far, what did you do to get the business upranding?

Anything else?

Do you intend to start a(nother) business withsrbxt 12 months?

[ Jyes [ ] no

So far, what did you do to get the business upranding?

Anything else?
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Entrepreneurial action — Rating Guide
Guidelines for the rating are derived from:

Davidsson, P., & Honig, B. (2003). The role of sb@nd human capital among nascent

entrepreneurslournal of Business Venturing8(3), 301-331.

Dimov, D. (2007). Beyond the single-person, singkght attribution in understanding
entrepreneurial opportunitientrepreneurship Theory and Practj&i(5), 713-731.

Answers shall be rated for concreteness of relesaintategories that are addressed.

Concreteness: Does the subject give examples oridesn detail what he means? (e.g.
“I have to know all about the market players, hoanyproducts are in the market, how
well they sell, why they sell, who are the targetups” versus “I need to know who my

competitors are”).

Each subcategory receives points (0, 1 or 2) depgroh the fact whether it is
mentioned and depending on the concreteness (pogketailed descriptions).

Score | Description
0 No
1 Rough
2 Detailed
Note:

Do not give a score for very abstract statemengs, (8 need resources”, “encourage
people).

If participants mention (market) research, giveas on development and start-up
activity number 11; if participants did (marketyearch to identify demands and needs,

give a score on development and start-up activwitylmer 11 and development and start-

up activity number 1. Reason: participants migh{rdarket) research for other reasons.
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If participants talks about where to open up theifess, give a score on development

and start-up activity number 21; if participantsntien they need a location (room),

give score on development and start-up activity inem25.

No. | Development and start-up activity

1 Check whether there is a demand or niche for prisgkrwice (in what people
are interested in; need vs. Dasa.011?)

2 Discuss a business idea with friends or family.

3 Discuss a business idea with advisors, colleagqug#sntial investors, or other
business men.
Gather information about your customers, competjtor the industry you are
going to enter (e.g. get into existing businesgather information).

5 Gather information about the product (e.g. whesan get the product, what are
good suppliers, ask people how it works).

6 Save money for (starting) the business.

7 Seek a partner, a start-up team, or employees.

8 Talk to potential customers.

9 Attend classes, workshops, or seminars to stausmess.

10 | Identify target customers.

11 | Do market research (e.g., to research the itiabil your idea).

12 | Check laws and regulations.

13 | Develop a vision for your business.
Develop a development plan for your business &x} steps you have to take

14 to get the business up and running; also goalsralestones) / Develop a plan
for the future of the business (e.g., growth ggaisduct or service line
extensions).

15 | Develop an operations plan for your businessr@ye material, produce, sell).
Develop a marketing strategy for your business ,(bagsed on a customer

16 | analysis, customer segmentation, or industry arglysake the business
unique).

17 Develop a business strategy for your business, (@aged on a SWOT-analysis

or product analysis).
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No.

Development and start-up activity

18

Develop an investment plan for your business (@lanned how much money
you need for starting the business).

19

Develop a financial plan for your business (i.stjreated the expenditures,
sales, and profits you will have in the first mantf your business; also cash
flow or break-even analysis; check if profitable).

18

(@)

20 | Keep records; Calculate a price for your product

21 Decide about a point of sell for your product awgee / decide a place to set
the business.
Think about critical risks that might hinder tharstup of your business

22 e 1
(difficulties, threats).

23 Outline a business plan for your business (e.gevaribbusiness plan, write a
proposal).

24 (I need) Apply or receive starting capital (e.gonfi bank, government, or othe
capital providers).
(I need) Buy or rent equipment, raw materials, theofacilities for your

25 | business (also premises) / get the needed resdorpesduce / get transport
means.

26 | Produce a prototype for your product or service.

27 | Make agreements with suppliers.

o8 Produce your final product or service in such a ey it is ready for sale (als
packaging).

29 | Apply for a patent / copyright.

30 | Devote full time to the business.

31 Organize contact information for your business (gmaone, fax, address,
web-page, business cards).

32 | Register your business (also for VAT or TIN)apply for trade licenses.

33 | Do marketing (e.g., promotion, advertising, nediform people).

34 | Sell any products or services to customers.

35 | Train employees.
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