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Abstract: The economy of Ecuador is characterized by a high predominance of micro and small
enterprises. Multiple of these organizations are created each year and, as a general rule,
the highest percentage die in their first year. Which is a strong reason for the abundance
of research aimed at understanding the nature of their behavior. These studies assume dif-
ferent streams of analysis, which are developed from dissimilar areas of knowledge. This
particular research seeks to evaluate how multiple variables affect the high annual mortal-
ity rate shown by micro and small enterprises. For this purpose, the descriptive statistics
of the behavior of the variables are initially used to later identify, through a discriminant
analysis, the variables that best explain a possible closure, which are: the attitude of en-
trepreneurs to face risks and failures, their perseverance, as well as the effectiveness of the
feasibility studies that support the birth of the ventures.
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Introduction

A large part of the world’s economic activity is made up of micro, small and me-
dium-sized enterprises (MSMEs), which support the majority of the economically
active population, especially in developing countries. However, in these countries,
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most of the SMEs that origin these businesses do not usually survive for more than
one year, on average.

According to the census of the National Institute of Statistics and Census (INEC),
there is a total of 6,089,518 companies in Ecuador. Micro and small companies rep-
resent 90.4 percent of the total. These companies are present in various sectors of the
economy: agriculture 98.5 percent; extraction 94.4 percent; industry and manufac-
turing 97.4 percent; construction 97.1 percent; commerce 97.8 percent and services
98.3 percent. The contribution of this type of companies to the Ecuadorian GDP
exceeds 25 percent and employs 70 percent of the economically active population. It
is notable that this behavior is not particular to this nation, but rather the majority of
the economies of the region with only small variations.

The enormous presence of micro and small companies can be considered one
of the reasons that gives rise to the proliferation of research on these types of or-
ganizations at a national and global level. They are heterogeneous in terms of the
objective towards which they are oriented: social responsibility (Canales, 2016; Aas-
tha & Shazi, 2019), innovative culture (Abdul-Halim et al., 2019; Gambardella et
al., 2015), human resource management (Adla & Gallego-Roquelaure, 2019), cost
estimation (Agyekum — Mensah, 2019), legislative influence (Al Anshori & Ahamat,
2019), gender focus (Arun et al., 2019), personality (Franco & Prata, 2019), among
other aspects.

One of the most analyzed topics within the universe of research related to SMEs
is the high mortality rate that these businesses present in their first years (Ahlstrom
& Bruton, 2010). In general, the vast majority do not exceed the first year. Two main
groups of causes are identified in this phenomenon: 1) related to the environment and
the degree to which it favors or limits entrepreneurship through public policies and fi-
nancing (Eesley, 2016) and 2) related to the own skills of entrepreneurs and founders:
their ability to take risk, leadership, tolerance of ambiguity, relational capital, among
other factors (Kacperczyk & Marx, 2016; Yamakawa et al., 2015).

This research aims to analyze, in the context of companies in Ecuador, how the
variables associated with the environment, the competencies of the entrepreneurs and
the management methods with which the enterprises operate, condition or influence
the survival of the ventures.

Literature review

Analyzed variables that impact on entrepreneurship and its evolution

Segrensen & Sharkey (2014, p.81) point out that: “the most basic act of entrepreneur-
ship is the decision of an individual to resign from a paid job and assume the respon-
sibility and risk of operating a new company”. According to De Massis et al. (2018),



The Premature Mortality of Micro and Small Enterprises 51

an entrepreneurship is the identification, evaluation and exploitation of opportunities.
Those authors explain that in this way it is possible to focus the research on the
processes through which individuals can project, develop and exploit opportunities
by creating new organizations or within existing ones. Similarly, they identify two
groups of variables that condition the development of an enterprise: financial and
social capital.

For the construction of the referential framework, scientific articles were reviewed
to identify in a general way the variables analyzed in the investigations related to the
subject matter under study. Eighty variables were identified on which the investiga-
tions are developed to a greater or lesser extent, and the relationship between these
variables and the other variables under study was established, depending on the con-
text in which it was used. The results are summarized in Figure 1.

Figure 1: Links between the variables analyzed in the reviewed research.
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Figure 1 presents presumed perspectives that integrate a variety of variables pres-
ent and extracted from the reviewed literature. Each of the identified variables is
recognized by multiple authors, although some are much more recognized than oth-
ers; as is the case of variables related to the family and the individual, both from the
gender perspective and from the analysis of various personality traits.
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The psychological perspective is, perhaps, the most addressed variable, used from
different points of view. The personality of the individual is valued through risk toler-
ance, persistence, proactivity, confidence and self-confidence, the assumed behavior,
emotions that are generated, the position when questioning if work for another or
for oneself, among other aspects. Similarly, the individual and its characteristics are
analyzed from other conditioning variables such as: age, race and gender, specifically
the latter is one of the most treated (Jennings et al., 2016; Malmstrom et al., 2017).
Both, the individual in general and the personality in particular, are closely related to
family influence. This is another of the edges addressed with great regularity, deep
into aspects such as: maternal influence, influence of the spouse, the family and pow-
er relationships that occur in the family, and its impact on entrepreneurship and its
evolution (Hatak & Zhou, 2019).

The financing perspective is other variable frequently analyzed in investigations.
As part of this perspective, the variables included are: investors and decision to in-
vest, financial debt, microcredit, initial capital and risk capital (Ragozzino & Blevins,
2016). To a lesser extent, the analysis is also carried out from the perspective of the
influence of the public administration, starting from the evaluation of how the mea-
sures impact the enterprise. This is related to the limitations and opportunities that
the public administration generates for entrepreneurship from the regulations, sourc-
es of financing and tax policies that are dictated or applied.

The administrative perspective is located in the central position as a result of
being recognized as a science where other disciplines converge. Administrative sci-
ences are nourished by the contributions of each of the disciplines discussed above,
while considering other variables of it as a discipline. Among them are: the economy,
planning, commercialization, quality, innovation management and intellectual capi-
tal (Byun et al., 2019; Chirico et al., 2020).

The perspectives are not separately but interconnected as being part of the same
object of study. For this reason, multiple investigations analyze the link between ad-
ministration and family, the psychological characteristics of individuals (leaders or
workers), financing or public administration (Hubner et al., 2019). There are other
variables that influence several dimensions at once, such as those related to the envi-
ronment and financial risk management or not.

All the previous variables and perspectives, mediated or not by management, in-
fluence the general characteristics of the venture, such as: value or age of the com-
pany, growth and evolution, size, among others (Grove & Cook, 2011) and also in
the results expressed in their performance, synergy and sustainability (Spigel, 2017).
Finally, the behavior of these variables will result in the success or failure of the ven-
ture (Bau et al., 2017; Sui et al., 2019).

Previous studies reported the existence of the groups that are analyzed in this re-
search. Grégoire et al. (2006) highlight that research on entrepreneurship tends to be
fragmented, even though gradually cores within this field are defined. In the opinion
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of the authors this is caused by three different reasons: (1) the differences between
the way of operating the enterprises and their environment; (2) the field of knowl-
edge from which the study is carried out conditions the researcher’s interest and may
respond to the sciences of psychology (personality and associated emotions), admin-
istration, public administration, understanding and characterization of differences
of gender or other demographic variables such as age; and, lastly, (3) the influence
of the environment, either familiar, sectoral, economic or legislative, as well as the
structure or attractiveness of the market and competitive advantages, are explored. In
addition, research on the influence of social capital and financial capital on startups
are identified. Based on these three great reasons, several authors performed studies
that connect two or more variables addressed in these groups and the between the
groups themselves.

On the other hand, Blackburn & Smallbone (2008) point out that research on en-
trepreneurship is oriented to the following groups of variables: the family as owner of
the business, individual factors of the leader or owner (age, gender, race, knowledge),
public administration, financial factors (financial risk), administration (leader, trans-
fer of power), human resources, intellectual capital, marketing strategy, ethics, work
methods), relational capital, organization (technology, form of business), results (con-
tribution to the economy), environmental factors (globalization, rural environment,
deprivatization). Busenitz et al. (2014) summarize these variables at four levels: the
individual or work group; the organization model; the opportunities generated by the
environment and the other variables that condition the environment.

Cornelius et al. (2006) carry out a similar study where the following variables
are identified as groups of analysis of entrepreneurship: environment (innovation and
regional development), administration (resource management), public administration
(political aspects), ethnic aspects, financial elements (risk capital) and individual con-
ditioning variables of self-employment. Furthermore, these authors analyze the evo-
lution of these concepts over three periods between 1986 and 2004.

Burton et al. (2016) value the variables that condition the impulse to be an entre-
preneur; among those who value: salary, the search for independence and the devel-
opment of an innovation process. Block et al. (2013) identify two levels of variables
that condition the start of the venture. On the one hand, there is the individual level
with the variables: human capital, attitude towards risk, the initiative of the individ-
ual. They also consider other variables typical of the environment or the country,
such as: the level of risk tolerance inherent in the culture, the level of innovation
production in the country and the administrative difficulty of starting a new business
in correspondence with the context of the nation.

Lampe et al. (2019) conducted a study on the results of research carried out and
published from 1936 to 2017 related to entrepreneurship. As a result, they identified
four groups of variables towards which the research is oriented, these are: the micro
and macro business environment, market orientation, risk capital management and
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knowledge management of the organization. In addition, they identify disciplines
related to administration such as: strategic management, innovation management, hu-
man resources and their psychology, business management, finance and accounting,
and organizational design.

Mueller & Shepherd (2016) establish a group of variables to be analyzed in en-
trepreneurial investigations: people, the environment, the organization, its processes
and, in interaction with all of them, risk management. Likewise, they propose a logic
for the evolutionary development of enterprises based on the questions: “who am 17,
“what and who do I know”. According to the answers of these questions, the next
phase is assumed with the question “what can I do”, which leads to interaction with
other people and the establishment of an organizational commitment. This can lead
to a rethinking of the cycle of questions or the establishment of new goals that, if
achieved, they could allow the expansion of the market and the expansion of entre-
preneurship. The union of the personality traits and the characteristics of the envi-
ronment determine the discovery and exploration of opportunities to undertake, that
may or may not lead to the development of an entrepreneurship.

The different groups of variables referenced by the authors are summarized in
Table 1. Previous table shows the identification of the groups analyzed by different
authors. However, it is necessary to point out that sometimes the edges between the
identified groups and the belonging of the variables to one or the other group is only
the result of the criteria adopted by the authors to the classification.

Table 1: Summary of the groups of variables analyzed in the entrepreneurship inves-
tigation.

Authors
. Grégoire | Blackburn & | Busenitz | Cornelius Block Lampe | Mueller &
Variable groups
etal. Smallbone etal. etal. etal. etal. Shepherd
(2006) (2008) (2014) (2006) (2013) (2019) (2016)
Individual X X X X X X
Family X X X X
Demographic variables
X X X
(age, sex, race)
Social capital X X
Financial capital X X X X
Risk management X X X X X
Administration X X X X X X X
Public administration X X X
Environment X X X X X X X
Results X

Source: own elaboration.
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Lanivich (2015) develops an investigation to test a group of hypotheses related
to the idea that the knowledge acquired through lived experiences is key for the
selection of an alternative of action for the future, and, consequently, they affect the
performance of the enterprises in the same measure. Marvel et al. (2016) focus their
research on evaluating how human capital and contingency factors, such as the strate-
gies, alliances and social networks influence the ability of organizations to recognize
opportunities and manage risks and results.

Attributes or conditions that favor or limit the abandonment strategy or the mortality
of SMEs

Failure can be a double-edged sword. On the one hand, failure can discourage entre-
preneurs from starting another business because business failure represents a person-
al loss (emotional and financial). On the other hand, it is a source of learning from
mistakes that should be avoid in new businesses. As a consequence, failure can be
seen as an encouragement to overcome barriers for those who perseverate. Those
who persist after failure (Coad et al., 2013; Frankish et al., 2013) generally increase
their human capital, as they have increased their abilities to judge the relevance of
the information, identify business opportunities and manage overconfidence. In ad-
dition to the ability to recover from the pain caused by business, failure is important
in building resilience. According to Bau et al. (2017), the previous alternatives will
be correlated with the age and gender of the entrepreneurs during and after failure.
Other authors (Behrens & Patzelt, 2016) value that the decision to close a project in
the event of failure is related to the impact on the product portfolio and the growth of
the company. Davidsson and Gordon (2016) argue that a major macroeconomic crisis
triggers four alternative responses for emerging entrepreneurs: disconnection, delay,
compensation, and adaptation.

Zhang & Cueto (2017) highlight how distinctive personality traits such as:
self-confidence, selfishness, willingness to risk and control and excess optimism,
condition the performance of the ventures and consequently their success or fail-
ure. Dimov & De Clercq (2006) explain that enterprises are prone to fail because
they have not had time to develop internal performance, routines and labor relations.
Additionally, emerging enterprises lack external legitimacy with potential investors,
buyers, suppliers, employees, and other interested parties. Likewise, those authors
recognize that failure is conditioned by the relationship of the venture with venture
capital financiers. They tend to learn from the failures of others and accumulate ex-
perience that allows them to predict the failure and help entrepreneurs either through
the establishment of capital relations or by direct advice on the business.

Entrepreneurs invest financial and personal resources in the creation and devel-
opment of their business. For this reason, they are intensely emotionally linked to it
and experience negative emotions in the face of business failure. Among the negative
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emotions, they can feel: disappointment, sadness, fear, anger, shame, decreased
self-esteem, among others. These emotions can hinder learning once they are above
a certain level (Yamakawa et al., 2015). According to Funken et al. (2020), while
failure encourages entrepreneurs to learn, it also generates strong emotions that can
hinder learning behaviors. These authors suggest that there is an inverse parabola be-
tween learning by failure and the speed of the latter, because a high speed of failure
generates high emotional disturbance and makes learning difficult.

According to the aforementioned authors, facing failures generates benefits such
as: increased attention, generation of information and stimulation of exploration.
Only a positive approach to mistakes by entrepreneurs can generate knowledge from
problems.

The results of Mueller & Shepherd (2016) reinforce the idea that previous failure
experiences become a key aspect for identifying and taking advantage of opportuni-
ties. Previous failure experience also favors prior professional knowledge. Yamakawa
et al. (2015) assess how, both the previous failure, as well as those of the new attempt,
influence the motivation and learning of entrepreneurs. According to these last au-
thors, these variables condition the growth and success of new businesses.

Peng et al. (2010) carry out an exhaustive study of how local or national govern-
ments in general can limit or favor the development of enterprises. Specifically, they
analize how the laws that are defined to face bankruptcy influence the closure of
organizations. With similar purposes, Rauch & Rijsdijk (2013) assess how, in general,
the management of human capital and, in particular, its levels of knowledge, condi-
tion the growth or failure of entrepreneurship.

Holland & Shepherd (2013) study what attributes or conditions favor or limit the
abandonment strategy in the face of an entrepreneurial failure. According to these
authors, business persistence occurs when the entrepreneur chooses to continue with
a business opportunity, regardless of the negative effects or the existence of other
attractive alternatives. Business persistence is influenced by personal characteris-
tics and feedback from the environment. The level of persistence that characterizes
the entrepreneur and his perception of: the possibilities of financial return, the other
non-financial benefits, the cost of assuming a change and the perceived probability
that these are the results, determine the strategy of abandonment or persistence.

According to Detienne & Chirico (2013), the decision to close a family business is
not only conditioned by its level of economic performance but is influenced by other
variables related to the socio-emotional ties that exist within it and the way in which
that these connect with family members. Collewaert & Sapienza (2016) focuses on
the technology industry and assesses some variables that condition the intention to
leave the venture, such as: investment (age of the investor, investment time, investor
control, flow of capital to the company, income tax rate), the organization (company
controls, performance, human capital and heterogeneity of the work team), the entre-
preneur (age) and the conflicts that arise between investor and entrepreneur.
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Despite the importance given to the failure of new companies and the amount
of research that has been carried out on the subject, the authors of this paper state
that not enough research has yet been done on how various administrative decisions
affect the probability of failure or closure of the enterprise. Especially in its first year
of life, given that the research that seeks to analyze the problem focuses mainly on
the psychological dimension of decision makers and does not assess other variables
of an administrative nature.

Methodology

The first step of this research was modeling the processes by which the ventures arise
and are launched, as well as the variables and decisions that condition their success
or failure.

Definition of the variables to be studied

The variables under analysis were established according to the references of previous
investigations and the inclusion of another group of variables selected by the re-
searchers. This way of working seeks to achieve a general characterization of compa-
nies and entrepreneurs, as well as other specific variables related to the competences
of the entrepreneurs and the management methods used and the results shown by the
organizations under study.
Table 2 summarizes the variables under analysis. According to the defined vari-
ables and the objectives of the research, the methodology seeks to:
e Characterize the behavior of the variables in the different enterprises under study.
e Assess whether there are differences in the behavior of the variables analyzed
between the different groups of behaviors.
* valuate how the different analyzed variables influence the dependent variable per-
ception of the probability of closure.
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Table 2: Variables under analysis.

Variable group Variables
Sex, Age, Educational level
Businessmen Attitude towards failure, risk, perseverance and leadership.
Number of previous ventures and link of these with the current business.
Business Sector, Type (small and micro), Number of workers, likelihood of foreclosure.
. Level of competence, Public administration (processing facilities, delays in processing,
Environment . . . . . o .
export and income tax), Financing (Financial facilities and interests)
Quality of the feasibility study: Compliance with the estimated demand, Compliance with
the estimated costs
Logistics management: Supplier selection, Supplier facilities, Inventory level, Payment
facilities, Commission inventories
Marketing management (Promotion policies, Advertising, Advertising impact, Sales skills,
Management Attractive prices, Cost-price ratio, Product quality)
methods ; ’

Human resources management: Importance of human resources, Interchangeability of
human resources, Motivation, Previous experience, Training for the business, objective of
the worker, Need to control the worker

Economic management: Accounts payable and accounts receivable, high inventory levels,
opportunity costs, income and expense levels

Source: own elaboration.

This research is aimed at evaluating the following general hypotheses:

General hypothesis 1: The behavior of the variables: attitude towards failure, at-
titude towards risk, perseverance, leadership, ease of procedures, economic perfor-
mance, logistics performance, marketing, human resources, level of competence and
the availability of financing, condition the probability of success or failure of new
ventures.

General hypothesis 2: The degree of incidence of the variables in the success or
failure of the enterprise varies depending on variables that make up the category of
diversity such as: type of company (family or personal), size of the company, eco-
nomic sector or the age or sex of the entrepreneurs.

Design of measurement methods

The established variables were characterized through direct interviews with the busi-
nessmen and the application of a questionnaire designed for the proposed purposes.
In the design of this instrument, dichotomous, Likert, open and multiple choice scales
were used. Taking the above into account, 58 items were developed, related to the
attitude towards failure, risk and persistence, perception of leadership, management
methods and perception of the influence of the environment. The instrument used is
shown in appendix 1.

The validity of appearance and content was verified by consulting seven ex-
perts: all with previous research in the field of administration and management, in
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the teaching of administrative sciences, and in consultancies related to business ad-
ministration and entrepreneurship. The internal validity was evaluated through the
correlation analyzes that were carried out as part of the investigation to verify the
hypotheses assumed and that are derived from the theoretical review and that will be
presented as part of the results.

An analysis of the reliability of the instrument was carried out through the Cron-
bach’s Alpha coefficient, which yielded a value of 0.843, a figure that is considered
significant to accept the reliability of the instrument. Similarly, the value of this co-
efficient was analyzed for each of the dimensions that make up the instrument: atti-
tude towards failure, attitude towards risk, attitude towards perseverance, perception
of leadership, administration methods, perception of the influence of around. In all
the dimensions, the values of the Cronbach’s Alpha coefficient ranged between the
figures of 0.746 for the perception of leadership dimension and 0.892 for the attitude
towards failure.

Definition of population and sample

For the study, the sectors of agriculture, livestock, forestry and fishing, commerce
and services were chosen, since they are the ones that have the greatest weight in
the local economy and where the largest number of companies that are born and die
before reaching the first year are reported. As the goal of the research is to analyze
the causes that condition the high failure rates of nascent ventures, we worked with
small companies less than a year old. In the sectors under study in the province in
2018, a total of 2,508 companies were registered as created between micro and small
companies, which are distributed by sector as shown in Table 3. It should be clarified
that, in Ecuador, for the classification of companies, it is established that micro-com-
panies must have between 1 and 9 workers and less than $ 100,000 of income. On the
other hand, the small ones can have between 10 and 49 workers and incomes between
$ 10,000 and $ 1,000,000.

Table 3: Sample size description.

e Population Sample (planned/actual)
ectors
Microenterprise Small Business Microenterprise Small Business

Agriculture, forestry 501 (20%) 3 67/67 3
and fishing
Commerce 964 (39%) 10 129/129 10/7
Services 1023 (41%) 7 137/137 7/5

2488 20 333/333 20/14
Total

2508 353/347

Source: own elaboration.
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The sample size for the study was determined based on this universe, and by ap-
plying expression 1 (Spigel & Stephen, 2009).

_ ¥ prg+ N
ez*(N—1)+(p*q*zz)

(1

Where:

n: sample size

p: probability of success and q: probability of failure = 0.5
z: Confidence level = 1.96

N: Population size

e: investigator error was set at 5 percent.

A sample size was established for the micro-enterprises, which are the majority,
and an attempt was made to access 100 percent of the small companies. Only 20
companies belong to that category. The sample design plan was possible to comply
with 100 percent in the case of micro-enterprises. However, in the case of the small
ones, since they tried to work with 100% because they were few, it was not possible to
get them to give access to information in all cases. It was only possible to work with
70 percent. According to the established sample size and according to the composi-
tion by sectors, stratified sampling was applied as shown in Table 3.

Table 4 presents a general characterization of the sample. As it can be seen, there
is a predominance of family businesses with 80 percent. The male sex was present
in 56 percent of the respondents in the companies. The age between 30 and 60 years
represents almost 70 percent of the enterprises and the educational levels I and II are
also represented with 80 percent of the total of the respondents.

Application of the instruments: The instruments were applied in the 353 ventures
with the collaboration of students who contributed to applying each of the instru-
ments designed with the information collected. A matrix of 347 rows and 69 columns
was formed.

Table 4: Characterization of the sample.

Criteria Categories Value Percentaje

Family businesses 278 80

Type of Company - -
Non-family businesses 69 20
Female 152 44

Sex

Male 195 56
18-30 28 8
Age 31-60 239 69
More 60 80 23
1 140 40
Educational Level 11 138 40
111 69 20

Source: own elaboration.
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Processing and analysis of the results: The processing of results begins with a de-
scriptive analysis of the variables under study. Then, we proceed to apply the ANOVA
test with the Kruskal-Wallis statistic in order to verify whether the behavior of the
variables differs between the different behaviors of the diversity category variables
that characterize the sample. Once the variables are characterized, a discriminant
analysis is applied, assuming as a dependent variable the perception of the probabil-
ity of closing the business and as independent variables the different variables object
of analysis, summarized in Table 3.

Discriminant analysis creates a predictive model for group membership. The
model is made up of a discriminant function based on linear combinations of the
predictor variables that provide the best possible discrimination between the groups.
The discriminant function for the ith function is:

D=a+bx +bx, +.+bx
i 1771 2772 n n

Where:

D.: predicted score (discriminant score)
x: predictor variables

b: discriminant coefficient

Once the discriminant function is determined, the groups of companies analyzed
differ. The usefulness of the function lies in its ability to classify, based on the pre-
dictors, the companies in their tendency or not to fail. The classification function is
derived from linear discriminant functions to achieve this purpose. This function can
be applied to new cases that have measurements for the predictor variables and for
which the tendency to a membership group is unknown.

Group equality tests allow measuring the potential of each independent variable
before creating the model. Each test shows the results of a one-way ANOVA for the
independent variable, using the grouping variable as a factor. If the significance value
F is greater than 0.10, the variable probably does not contribute to the model.

Wilks’ lambda is another measure of the potential of a variable. Small values indi-
cate that the variable is better for discriminating between groups. The Eigenvalues table
provides information on the relative efficacy of each discriminant function. When there
are two groups, the canonical correlation is the most useful measure in the table, and is
equivalent to the Pearson correlation between the discriminant scores and the groups.

Classification functions are used to assign cases to groups. There is a separate
function for each different behavior group of the dependent variable. For each case,
a ranking score is calculated for each function. The discriminant model assigns the
case to the group whose classification function obtained the highest score. Standard-
ized coefficients allow comparing the variables measured on different scales. The
coefficients with large absolute values correspond to variables with greater discrim-
ination capacity.



62 R. Pérez-Campdesuiier, A. Sdnchez-Rodriguez, G. Garcia-Vidal, R. Martinez-Vivar, J. Ruiz-de la Pefia, M. de Miguel-Guzman

Results

As a result of the application of the different research instruments, it was possible to
obtain a general characterization of the variables under study, which is summarized
in Table 5.

The analyzed variables, in general, showed a favorable behavior. The surveyed
entrepreneurs were characterized by perceiving the failure as part of management,
an opportunity to learn, consequences of the risk that must be assumed, evidence of
an incapacity that must be overcome and to a lesser extent as a blow that gives life.
All these ways of perceiving failure manifest a positive attitude towards failure. It
was established that nearly 50 percent of the entrepreneurs had had previous ventures
related to the business, in which they had failed on average twice. Around 38 percent
recognized that previous failures had endowed them with experience for the current
venture. The quality of persevering in the face of problems was also favored as one
of the essential attitudes of the entrepreneurs studied.

Table 5: Description of the variables under study.

Variable level Variables Average (Xmed)
Failure attitude 4.55
Individual Risk attitude . 426
Perseverance attitude 4.56
Leadership 35
Quality of the feasibility study 1.77
Logistics Management 2.52
Management methods Commercial management 3.15
Human resources management 3.13
Economic results 2.68
Level of competition 449
Influence of the environment Public administration 4.37
Financing facilities 295

Source: own elaboration.

A similar perception is appreciated regarding the risk that must be assumed in
an enterprise, perceiving it as part of the administration, or the path to success. It
is also appreciated as a response to the opportunities offered by the environment.
However, leadership was not recognized as a need or advantage of management. It is
assumed that the authority rests on the condition of being the owner and, therefore,
the owner says what must be done and the employee must comply with the guidelines
or leave the business. Behaving as a good example and charisma are not recognized
as a source of power. The most recognized quality as a source of power, apart from
business ownership, is derived from family authority, generally as a father or mother.
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Regarding the management methods, the worst evaluated variable was the quality
of the reliability studies. This variable was characterized from the relationship be-
tween the correspondence of the income and expenses predicted in the study and those
achieved in practice. For the same reason, economic performance was not evaluated
favorably: about 55 percent of respondents are dissatisfied with income and expense
levels. Regarding other economic results: the relationship between income and ex-
penses is negative in more than 81 percent of the companies studied. Similarly, 75
percent of the companies operate with high inventory levels. However, it is notable that
the opportunity costs are low, which is understood from the high levels of inventories.
The payable accounts are high, which is considered favorable because it gives more
operation coverage to the business, although it increases debt levels. The accounts
receivable levels are very low since these ventures generally do not provide payment
facilities, which although it does not affect the economy, limits sales opportunities.

In logistics management, the non-selection of suppliers is identified as a difficulty
by almost all of the enterprises. However, there are ventures that have suppliers that
offer facilities and deliver inventories in commissions. Human resource management
is not entirely favored either: the motivation of the workers, their previous experience
and their management training for the business is low for about 90 percent of the re-
spondents. All entrepreneurs perceive workers as a substitutable resource for another
on the market, whose sole function is to abide by the owner’s guidelines and which
must be constantly monitored. Although, contradictory, they say that human talent is
important.

Marketing management is perhaps the most favored variable. 40 percent of the en-
trepreneurs carry out promotional actions, 66 percent consider having attractive pric-
es that correspond to the quality of the product and the cost of operations. However,
sales skills and the real possibilities of evaluating the impact of advertising actions
are considered insufficient by more than 90 percent of the ventures.

Regarding the environment, 100 percent of entrepreneurs agree to face a highly
competitive environment, with a public administration characterized by levels of pro-
cedures for numerous, lengthy and cumbersome approvals, as well as high taxes on ex-
ports and income. It is stated that 60 percent of entrepreneurs consider that financing
facilities exist and around 40 percent consider that the interest for financing is high.

After the behavior of the analyzed variables is characterized, it is desired to know
if there are differences in the behavior between them according to the different vari-
ables of the diversity that is analyzed. For these purposes, the variance analysis test
was performed for the means of classification variables of the companies: size, sector
and family businesses or not, and similarly, for classification variables of entrepre-
neurs: sex, age and level of training. The results are shown in Table 6.
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From the analysis of Table 5 it is possible to say that the behavior of the analyzed
variables does not tend to show variations with respect to the different classification
variables. There are notable exceptions. There are variations in the behavioral means
of the variables attitude to failure, risk and perseverance in relation to the size of the
company and the sector in which they operate. This is, to some extent, understand-
able from the level of investments and financial risk that the variation in size presup-
poses, as well as the increased complexity of management. Likewise, the operating
characteristics of companies change according to the sector where agriculture has a
high dependence on climate and safety and its lower control capacity. Meanwhile, the
characteristics of commerce presuppose greater complexity in logistics operations
and purchase risks, while services presupposes less risk.

According to the analysis carried out, the variables that characterize the individ-
ual such as: their attitudes before failure, risk taking, perseverance and leadership, as
well as the quality variables of the feasibility study and economic performance are
those that most affect the perception of business closure. For similar reasons, changes
in the behavior of the means are observed in the efficacy of the feasibility studies,
where both size and sector determine changes.

Regarding the classification in family companies or not, there are differences in the
leadership variable, which is understandable since these organizations have a marked-
ly different culture, with particular affective ties. The paternal or maternal authority
over its members is also present. These particularities also show their influence on the
methods of human resource management and to a lesser extent on economic perfor-
mance. Aspects of affective capital are valued in addition to financial capital.

In the variables of personal characteristics of the entrepreneurs, there is only a
difference between the behavioral means of the variables regarding leadership and
economic performance. The recognition of leadership increases with age, which
is not understandable since people under 30 seek their own experience and deci-
sion-making, while those over 60 have as a rule a more flexible and greater emotion-
al stability. However, the level of training shows different behavior as leadership is
recognized less. They tend to be more persistent people in defending their points of
view, protected by the recognition that their titles and self-esteem certify. Related to
these behaviors, the distinctions in the economic performance variable are manifest-
ed where the differences in perception regarding these variables are conditioned by
age and educational level. The differences observed regarding sex and the evaluation
of the level of competence are interesting. However, this aspect is not studied in depth
because it does not directly affect the objective of this research.

After this analysis, the relationship between the studied variables and the per-
ception of business closure by the entrepreneurs was deepened. It should be noted
that in the study carried out it was observed that more than 80 percent of the studied
companies perceived the closure of the venture as highly probable. The variables
valued in Table 5 were introduced for the analysis. The determinant analysis and the
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ANOVA test allowed establishing that only four had discriminating power regarding
their incidence on the probability of closing the business (see Table 7). Both analysis
corroborate the potential of the independent variables for the construction of the
model, as observed in the four cases, the values of F are less than 0.10.

Table 7: Introduced variables /excluded variables*<4

Wilks” Lambda
Step | Introduced . F exact
Statistical | gll gl2 gl3 — N
Statistic gll gl2 Sig.
1 Feasibility 0.018 1 1 345.000 | 18585.259 1 345.000 0.000
2 Perseverance 0014 2 1 345.000 | 11954.329 2 344.000 0.000
3 Failure 0.013 3 1 345000 | 8608.902 3 343.000 0.000
4 Risk 0013 4 1 345000 | 6578.810 4 342.000 0.000

At each step the variable that minimizes the global Wilks” lambda is introduced.

a. The maximum number of steps is 26.

b. The minimum partial F to enter is 3.84.

c¢. The maximum partial F to exit is 2.71

d. The level of F, the tolerance or the VIN are insufficient to continue the calculations.

The table 8 suggest that attitude towards failure, risk assumption, perseverance
and efficacy of the feasibility studies are the variables with more discriminant power
among the analyzed variables. According to the results, each variable in its discrim-
inant model is significant. Table 8 shows the Eigenvalues according to which it is
possible to say that the found discriminant function is 99.4 percent effective. Once
again, a low Wilks” lambda value is observed.

Table 8: Eigenvalue and Wilks” Lambda.

Function Eigenvalue % Variance % Accumulated | Correlation canonica
Eigenvalue 76.945* 100.0 100.0 0.994
Contrast of functions | Wilks” Lambda Chi-square test gl Sig.

Wilks” Lambda 0.013 1494.110 4 0.000

Source: own elaboration.

Table 9 shows the coefficients of the classification function and structure matrix.
As observed, the coefficients for attitude towards failure, risk, and perseverance are
lower for the classification function No. This means that entrepreneurs who show a
positive attitude towards failures, greater risk tolerance and are more persevering are
less likely to close the business. Regarding feasibility, the behavior is reverse: as the
quality of the feasibility study decreases, there is a greater probability of closure.



The Premature Mortality of Micro and Small Enterprises 67

Table 9: Classification function coefficients.

Sustainability Structure matrix
Yes No Function
Failure 64.103 38.943 -0.281
Risk 21.362 14.069 -0.147
Perseverance 110.067 66.582 -0.387
Feasibility 23319 109.006 0.831
(Constant) -492.641 -447.677

Note: Fisher's linear discriminant functions

Source: own elaboration.

The structure matrix shows the correlation of each predictive variable with the
discriminant function. Based on this result, it is noted that the effectiveness of feasi-
bility studies better discriminates between enterprises with a tendency to be sustain-
able or not.

Table 10 shows the practical results of using the discriminant model. As it can be
seen, of the 68 cases that exceed one year of life, the discriminant analysis manages
to predict 67 of them based on the behavior of the selected variables, for a success
rate of 98.52 percent. On the other hand, in the case of the 272 companies that did not
exceed the year, 100 percent of them were predictable by analyzing the four selected
variables, which is interpreted as a good predictive power of the result from the anal-
ysis of the discriminant.

Table 10: Results of classification *¢

R Predicted membership group
Sustainability Total
0 no
Count 0 279 0 279
oun
1 67 68
Original o
% 0 100.0 0.0 100.0
) no 15 98.5 100.0
0 279 0 279
Count 0 p 68
no
Cross validation®
p 0 100.0 0.0 100.0
7 no 0.0 100.0 100.0

a. Correctly classified 99.7% of the original grouped cases.

b. Cross validation only applies to the cases in the analysis. In cross validation, each case is classified using the
functions derived from the rest of the cases.

c. Correctly classified 100.0% of grouped cases validated by cross-validation.

Source: own elaboration.



68 R. Pérez-Campdesuiier, A. Sdnchez-Rodriguez, G. Garcia-Vidal, R. Martinez-Vivar, J. Ruiz-de la Pefia, M. de Miguel-Guzman

Discussion

The results presented in this paper show correspondence with previous research re-
garding the incidence of variables related to the characteristics of the entrepreneur in
the performance of the venture. The influence of attitude towards failure or learning
derived from previous failures in the decision to close the business correspond to the
results reported by several authors (Coad et al., 2013; Frankish et al., 2013; Funken et
al., 2020; Mueller & Shepherd, 2016). Nevertheless, it was not possible to distinguish
differences of these influences according to the sex or age of the entrepreneur.

Therefore, the statements of Bau et al. (2017) are not corroborated or denied. The
previous alternatives are correlated with the age and gender of the entrepreneurs
during and after failure. Similarly, the influence of attitude towards risk correspond
to what was exposed by Zhang & Cueto (2017). The influence of attitude of persisting
and the leadership of entrepreneurs identified as variables of incidence in the pre-
sumed early closure of the ventures was previously recognized by different authors
(Holland & Shepherd, 2013; Yamakawa et al., 2015).

Although the possible incidence of environmental elements was investigated: such
as the public administration and, as an expression of this, the administrative proce-
dures that are established, as well as the duration of these and the income or export
tax policy; it was not possible establish that these variables show a direct relationship
with the early closure of the ventures. Since the administration affects equally both
companies that close and those that do not. For this reason, it was not possible to
corroborate or deny the statements made by previous research such as: Peng, et al.,
2010; Rauch & Rijsdijk, 2013. Similarly, considering that nearly 80% of the enter-
prises studied are family-owned, it was not possible to establish the incidence of this
variable in the dependent variable under analysis, an aspect that other researchers did
deepen (Detienne & Chirico, 2013).

In the previous studies that served as a referential basis for this research, it was
observed that several researchers analyzed the incidence of the administration mech-
anisms or variables related to these, such as: sources of financing and risk manage-
ment, commercialization, quality and the management of intellectual capital (Chirico
et al., 2020). However, it is the criteria of the authors that the incidence of these
variables is not one of the most addressed in the literature. Specifically, this research
shows that the mortality of the enterprises with less than one year of foundation is
influenced by the non-correspondence of the projections that served as the basis for
their creation with the actual performance achieved by the business. This occurs for
several reasons. On the one hand, the lack of knowledge of the entrepreneurs of the
analysis methods to carry out a study with the highest quality, together with their lack
of capacity to apply effective mechanisms administrative. On the other, the lack of
commitment of those who carry out these studies with the quality of the same and the
effectiveness of the actions that are derived from their results, as well as to the same
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extent of the financiers. These actors who participate in the entrepreneurship process
benefit from the birth of any venture, but are rarely affected by its failure, among
other reasons because it is difficult to clearly establish their direct responsibility for
the final consequence.

The limitations recognized in this research are perhaps associated with one of
its main positive qualities, which is the analysis of the behavior of variables in a
particular socio-cultural context. This impedes the general nature of their results.
It is expected to stimulate testing if the found results are also specific to the context
or common to other possible scenarios. For example, in the context of other nations,
the prevailing culture may not show the same behavior regarding the perception of
human resources, the levels of competencies and facilities of providers, as well as the
behavior of public administration, sources of financing and interfaces that carry out
business feasibility studies. In this same sense, the development of research in only
three economic sectors is considered a limitation that could be explored by subse-
quent research.

The main managerial implications to which the results of the research are asso-
ciated in general are identified. Different groups of variables that can influence the
success or failure of the undertakings were identified from the analysis of the mul-
tiple previous investigations. In particular, it was recognized the need for effective
feasibility studies for the proposals of new ventures in correspondence of the high
degree of incidence that this showed in the success or failure of the emerging busi-
nesses. The influence of the personal characteristics of the entrepreneurs, condition
to a greater or lesser extent the future results of the business. The results show a high
degree of correspondence with previous research. This research corroborates those
results in a new and specific context.

Conclusions

Entrepreneurship is a source of permanent reactivation of national economies. It
serves as a source of employment and solution of needs for a large part of the popu-
lation. Due to the great diversity of existence and representativeness, as well as the
wide range of variables with which they are linked, they are the object of multiple
investigations each year.

The investigations about entrepreneurships are oriented, in general, or particular-
ly, to a group of dimensions. Among these dimensions, there are variables such as the
analysis of psychological and sociological characteristics of entrepreneurs and their
families; the study of the incidence of the variables of diversity categories like age or
gender; the regulations for the public administration that drive the environment and
the finance sources that can support the development; the administrative mechanisms
that these organizations use, and particularly, the way the organizations manage the
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associated risks; the performance shown as a result of the influence of the mentioned
variables with the final consequence: success or failure.

According to the results of this study, the high mortality rate shown by nascent
entrepreneurships in Ecuador in its first year is not only affected by the individual
characteristics of the entrepreneurs, but is directly impacted by the quality of the
feasibility studies that are carried out to justify its birth and assume the risk of its
management. Therefore, there is a need to create mechanisms that ensure greater
commitment among all the actors involved in the birth of an enterprise.
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Appendix 1. Survey to evaluate the performance of the entrepreneurship

This research aims to identify causes that limit the growth of entrepreneurship.
Considering your valuable opinion in this regard, we ask you to collaborate by an-

swering the following questions.
Answer the following questions:

Unsure of
ly | Partiall 1
Questions (Sl:::nfez d?sl:liez the validity | Agree S:"’;Lge Y
& g of the claim g
ATTITUDE TO FAILURE

The failure of a previous undertaking gave him
experience to avoid the failure of the current one

I consider failure to be:

Blows that life gives:

Opportunities to learn

The result of the disability

Owned by who assumes risks

Important part of running a business

ATTITUDE AGAINST RISK

I consider the risk to be:

The opportunity to grow

Important part of management

A test to overcome for what they aspire to win

Something worth avoiding

A requirement of success

ATTITUDE FACED PERSEVERANCE

I believe that perseverance is:

‘What leads to success

The opportunity to grow

A manifestation of need

A feature that every administrator should possess

Something that is not valid for my context

PERCEPTION OF LEADERSHIP

In this business:

the boss is a leader

‘We follow the boss by his example

We follow the boss for being the owner

‘We follow the boss to avoid retaliation

tasks

We follow the boss because of his way of directing the

We follow the boss for being the father of the family

METHODS OF ADMINISTRATION

I consider that:

forecasts of the feasibility study

The demand of the business corresponds to the initial

Business income levels are satisfactory

forecasts of the study of the venture

The operating costs of the business correspond to the
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Questions

Strongly
disagree

Partially
disagree

Unsure of
the validity
of the claim

Agree

Strongly
agree

Business expense levels are acceptable

‘We use the provider what more ease it offers us

As a rule, we select among various suppliers the best

Business inventory levels are high

‘We never lose the opportunity to sell because we do not
have inventories for the business

It is good to offer payment facilities to customers

‘We have high levels of accounts receivable

We have high levels of accounts payable to suppliers

‘We receive our inventories in commissions

‘We have full control over our products and expenses

We apply promotion policies or sales discounts

We invest in advertising

It is easy to evaluate the impact of what we invest in
advertising

Sales depend on the ability to sell

The sale depends on the quality of the product.

Our prices are attractive

Our price is in line with the cost

Business workers are important

Business workers must be motivated

Business workers must have previous experience

Business workers must have training for the business

If a worker does not perform, it is easy to change him
for another

The workers are there to fulfill the ideas of the owner

‘What workers do must be well controlled

The probability that the business will last is high

PERCEPTION OF THE INFLUENCE OF THE ENVIRONMENT

The environment of our company is characterized by:

High level of competition

High level of public administration procedures

Delays in public administration procedures

Purchase tax level

Income tax level

Offer financing facilities

Offer high interest on investment loans

Sex: Age: Education level:

Sector in which the business operates:

Number of business workers:
It is the first time that you undertake: Yes___ No

If you answered No to the previous question. How many ventures have you previously assumed:

If you have been in other previous ventures, please respond:

The previous undertakings were of the same type as the current one: Yes No,

We would appreciate any type of additional comment that allows us to understand the performance of the venture.







