IOWA STATE UNIVERSITY

Digital Repository

Graduate Theses and Dissertations Graduate College

2010

Who you know: Small-town entrepreneurs
perceptions of the value of their social networks

Cheryl Michelle Davidson
Towa State University

Follow this and additional works at: http://lib.dr.iastate.edu/etd
b Part of the Sociology Commons

Recommended Citation

Davidson, Cheryl Michelle, "Who you know: Small-town entrepreneurs' perceptions of the value of their social networks" (2010).
Graduate Theses and Dissertations. 11870.
http://lib.dr.iastate.edu/etd /11870

This Thesis is brought to you for free and open access by the Graduate College at Iowa State University Digital Repository. It has been accepted for
inclusion in Graduate Theses and Dissertations by an authorized administrator of Iowa State University Digital Repository. For more information,

please contact digirep@iastate.edu.


http://lib.dr.iastate.edu/?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://lib.dr.iastate.edu/?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://lib.dr.iastate.edu/etd?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://lib.dr.iastate.edu/grad?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://lib.dr.iastate.edu/etd?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/416?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
http://lib.dr.iastate.edu/etd/11870?utm_source=lib.dr.iastate.edu%2Fetd%2F11870&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:digirep@iastate.edu

Who you know: Small-town entrepreneurs’ perceptiofithe value of their
social networks

by

Cheryl Michelle Davidson

A thesis submitted to the graduate faculty
in partial fulfilment of the requirements for the degree of

MASTER OF SCIENCE

Major: Sociology

Program of Study Committee:
Peter Korsching, Major Professor
Terry Besser
Gerardo Sandoval

lowa State University
Ames, lowa
2010

Copyright © Cheryl Michelle Davidson, 2010. All rights reserved.



TABLE OF CONTENTS

LIST OF TABLES iv
LIST OF FIGURES %
ABSTRACT Vi
CHAPTER |. INTRODUCTION 1
CHAPTER Il. LITERATURE REVIEW 7
Types of Social Networks 9
Definition and measurement of networks 9
Benefits of strong and weak ties 11
Limitations of weak ties 15
Benefits of formal and informal ties 17
Application of “strength of weak ties” theory 18
Hypotheses 20
Factors that Explain Networking 21
Explaining weak tie networking with an economical perspective 21
Hypotheses 26
Explaining weak tie networking psychologically and sociologically 26
Hypotheses 36
CHAPTER lll. METHODS 40
Study Location 40
Survey Design, Distribution, and Return 43
Variable Measurements 45
Networks 47
Achievement-motivation (AM) scale 49
Entrepreneurial self-efficacy (ESE) scale 50
Community participatory (CPS) scale 52
CHAPTER IV. RESULTS 55
Description of Nevada Entrepreneurs 55
Network Value 58
Comparison of networks by ability to offer resources 58
Comparison of networks by importance of resources 62
Explanations for Weak Tie Networking 64
Growth strategy 64
Length of business ownership 64
Entrepreneurial self-efficacy 65
Achievement-motivation 65

Perceptions of community participatory structure 66



CHAPTER V. DISCUSSION
CHAPTER VI. CONCLUSION
Study limitations
Future Research
APPENDIX A. QUESTIONNAIRE & CORRESPONDENCE
APPENDIX B. OPERATIONALIZATION OF VARIABLES

APPENDIX C. MEAN NETWORK VALUE FOR RAW AND WEIGHTED
SCALES

APPENDIX D. FREQUENCY DISTRIBUTIONS FOR MEAN NETWORK
VALUE

APPENDIX E. CORRELATIONS BETWEEN NETWORK VALUES AND
SOCIAL, PSYCHOLOGICAL, AND BUSINESS VARIABLES

APPENDIX F. FOLLOW-UP ANALYSIS
BIBLIOGRAPHY

ACKNOWLEDGEMENTS

68
79
80
84
87
102

105

106

108

112

115

123



LIST OF TABLES

THE PERCENTAGE OF TOWN, COUNTY, AND STATE POPULATIONS 40
EXHIBITING SELECTED DEMOGRAPHIC AND ECONOMIC
CHARACTERISTICS

STATISTICAL DESCRIPTION OF SCALES 54

DESCRIPTION OF NEVADA ENTREPRENEURS 57

LEVEL OF AGREEMENT THAT NETWORKS OFFER DIFFERENT TYPES 59
OF SUPPORT AND RESOURCES

RESULTS OF PAIRED-SAMPLES T-TESTS FOR THE COMPARISON OF 62
NETWORK VALUE
THE IMPORTANCE OF HAVING DIFFERENT TYPES OF SUPPORT 63

AND RESOURCES

RESULTS OF STATISTICAL TESTS FOR FACTORS THAT AFFECT WEAK 66
TIE NETWORKING

SURVEY INDICATORS FOR TYPES OF NETWORKS AND NETWORK 102
VALUE
SURVEY INDICATORS FOR ACHIEVEMENT-MOTIVATION AND 103

DESCRIPTIVE STATISTICS

SURVEY INDICATORS FOR ENTREPRENEURIAL SELF-EFFICACY 103
AND DESCRIPTIVE STATISTICS

SURVEY INDICATORS FOR COMMUNITY PARTICIPATORY 104
STRUCTURE AND DESCRIPTIVE STATISTICS

ZERO-ORDER CORRELATIONS BETWEEN THE VALUE OF EACH 112
NETWORK AND COMMUNITY VARIABLES

DOWNTOWN VS. SURROUNDING AREA CHAMBER FREQUENCIES 114
AND PERCENTAGES



LIST OF FIGURES

MEAN NETWORK VALUE

FREQUENCY DISTRIBUTION: STRONG TIES

FREQUENCY DISTRIBUTION: INFORMAL WEAK TIES
FREQUENCY DISTRIBUTION: FORMAL WEAK TIES
NETWORK VALUE AND LENGTH OF BUSINESS OWNERSHIP
NETWORK VALUE AND ENTREPRENEURIAL SELF-EFFICACY
NETWORK VALUE AND ACHIEVEMENT-MOTIVATION

NETWORK VALUE AND PERCEIVED COMMUNITY PARTICIPATORY
STRUCTURE

MAP OF NEVADA, IOWA AND DOWNTOWN STREET BOUNDARIES

105

106

106

107

108

109

110

111

113



Vi

ABSTRACT

Entrepreneur networks have been recognized as an important factor in business
success. Networks are embedded with valuable business resources, such asdimgparial
advice, and encouragement. This study examines the nature of businessietlabeking
among small-town entrepreneur business owners. The purpose is to: 1.) compare the
perceived benefits of strong and weak tie networks, 2.) compare the perceivéd bénef
different types of weak tie networks, and 3.) locate factors that may tifécbenefits that
entrepreneurs’ receive from their weak tie networks. The data comes frovew s1ailed
to all 228 businesses in one lowa town. Entrepreneur business owners were asked about the
resources and support they receive from three types of social networks: “s&tnoegvorks”
including entrepreneurs’ close friends and family; “informal weak tieords” (business
contacts, employees, and coworkers); and “formal weak tie networksbdfllechamber of
commerce).

Using Granovetter’s “strength of weak ties” as a theoretical frarie the study
found that informal weak ties are most important, followed by strong ties, atdngrortant
is formal weak ties. The study also found that psychological and community p@rcept
factors help to explain variations in the benefits that entrepreneurs receivevéak tie
networks, but business variables do not. This study has important implications for
entrepreneurs, scholars, and theorists. It expands on the understandingta$ whygortant
for entrepreneurs to develop networks and which types of networks are most aknkfici
suggests that scholars should pay attention to contextual factors, suchasrtheity
environment and entrepreneurs’ perceptions, when studying networks. Finabpases a

theoretical clarification of the term “weak ties” based on formalityhefrelationships.



CHAPTER |. INTRODUCTION

Entrepreneurship, originally an area confined to the fields of economics and busines
management, has increasingly captured widespread attention among sociolmgistsnity
planners, and policymakers as an alternative to traditional methods of econowtic gnd
development in communities. The role of entrepreneurship in the local economies of the
community is especially relevant today. In an age when big business makesamamygld
on communities without regard to the environmental and social costs, entrepingmean
be a locally-led development strategy that imposes fewer costs to comesunit
Entrepreneurs, defined in the present study as business owner-operatons jiplagreant
role. Economically, entrepreneurs demand fewer financial incentives aechtyge
community wealth by creating businesses whose profits will be reinvestdly.loSocially,
entrepreneurs are typically residents who, being highly attached to theuoimand
dependent upon its support, participate in its organizations, and work to make the community
a better place to live (Korsching & Allen 2004).

The problem is that long-term survival rates for new businesses are modégt. Six
nine percent of firms started in 2000 survived for 2 years, but only half of the imrtial f
survived to 5 years (U.S. SBA 2009). This makes researchers’ attempts eddatats that
explain business success or failure especially imperative. Effodsrtofy what makes
businesses successful have focused on economic and social factors. Soci&ingeisvor
increasingly recognized as playing an essential role in businesssuEtgsepreneurs who
are well connected to other people can tap into their networks for assistancesédaamic

capital, and resources.



In an influential work on the role of social relationships in entrepreneurshipgiA
and Zimmer (1986) argue in their concluding paragraph “it is not just what you know, but
who you know.” The underlying message of this popular phrase is the foundation of the
present study — that is to say that entrepreneurs are embedded withiadiaéicantext and
their behavior cannot fully be understood without understanding the social relgisotisdy
form with others. Social interactions help people to make sense of their envirandeat
access the ideas, information, and resources within them (Aldrich & Zimmer 1986, p.20)
Being connected with other people heightens individual actors’ abilities, maldagier to
gain knowledge, turn ideas into reality, and successfully accomplish goals.

Social networks, which are the sets of social relationships that connect indivaluals
each other, are essential for entrepreneurs and their businesses. Entreprersamnasl
networks are a critical resource of the firm (Johannisson 1990, p.41; Birley 1985).
Entrepreneurs must have an abundance of information and ideas in order to search for
opportunities and make decisions, and they must have resources in order to maintain thei
businesses. Social networks potentially give entrepreneurs accessateotimees and
information they need. Benefits of networking for entrepreneurs includéngcatstomers
to build a link with the community (Fortner 2006, p.126); shared learning, management of
risk and uncertainty, minimization of negative shocks to individuals, and increased
innovation and action (Julien 2007); finding employees and assembling elements needed to
start a business (Birley 1985, p.113); building credibility and legityr(Zhao & Aram 1995;
Elfring & Hulsink 2007, p.1865); and finding opportunities (Singh 2000; Hills, Lumpkin, &
Singh 1997). Although participation in networks and the quality and quantity of resources

made available in networks may vary based on many factors, including thef typpe and



external factors shaping the larger society, networking genexadiys opportunities for
entrepreneurs and the firms they create.

While networking presumably provides vital business resources and information,
research suggests that many entrepreneurs are not good networkeosiglAlt seems that
the majority of entrepreneurs recognize the benefits associated witbrkieqy, as suggested
by one study that found seventy-eight percent of entrepreneurs reported networks as
beneficial in supplying knowledge (Solymossy 2000), entrepreneurs may oghiaethe
significance of actively managing and building networks. Schallenkampith $2007)
found that new entrepreneurs ranked networking as the least important of sevente
entrepreneurial skills. In addition, there are very few differencesleatentrepreneurs and
the general workforce when it comes to social networking, and the differentds #ast
suggest that, during career start-up, entrepreneurs have fewer camdazte kess likely to
receive help from them than people in the general workforce (Shane 2008, p.61). These
studies raise more questions than answers. If networking is vital, then why gwesretss
participate in networking less than the general workforce and why do entrepnemduitsas
one of the least important skills?

Perhaps the importance of networking depends on whether one has formed the right
types of connections. A seminal work by Granovetter (1973) showed not onlyishat it
important to have relationships with other people, but that it is particularly tampdo have
“weak ties,” instrumental relationships with people outside friendship ant/fancles.
Entrepreneurs who do not have an adequate number of weak tie relationships may éave few
resources available, explaining why some may not regard networkingrap@mant skill.

Another explanation for entrepreneur’s reportedly low network participatibaisome



entrepreneurs are cautious when building relationships or simply lack the ttreegiop
meaningful relationships. There are benefits that accrue to people whoknetwo
workplace; however, relationship building takes time, effort, and trust;atkastics that
may be especially difficult to develop in the competitive marketplace vamgrepreneurs
traditionally operate. On the other hand, perhaps entrepreneurs simply regaringtas
commonplace so they do not regard it as a skill that needs to be learned, which could also
explain the results of these studies. Investigating the types of relationshemw eneurs
form during the course of business development, the networks they participate in, and the
resources they have access to as a result of their network connectiorkelyittiear up
some of the ambiguity and provide some useful answers.

Besides its direct application in helping entrepreneurs build their persemairks
and increasing their understanding of the benefits of networking, studyingrentar social
networks also has implications for communities. Understanding entrepreneurkieger
important when designing community support programs for entrepreneurial ventures and
building a community environment that is conducive to local business suié¢esss.
difficult for entrepreneurs to develop certain kinds of networks, the environment could be
altered to encourage trust and stimulate the exchange of business resources.

The study will give a general overview of networking and build on the current
understanding of entrepreneurs’ use of networks to access the resources ancheagpdr
to operate their businesses. The first objective is to examine whethezrditigres of
networks are more important to entrepreneurs than others, using Granovetsits cla
“strength of weak ties” theory as an explanatory framework. Of p&atimterest is whether

entrepreneurs perceive benefits from weak tie networks, as Granovetterysshggests



they should, and if not, why not. Three types of social networks will be studied: “s&ong ti
networks” consisting of an entrepreneur’s friends and family, “informakweanetworks”
consisting of an entrepreneur’s business contacts, employees, and coworkeianaald “f
weak tie networks” consisting of relationships within a formal communggrazation, the
local chamber of commerce. The study will provide a general compafistrong tie and
weak tie networks and will also consider differences in informal and formeaM thes
networks.

The second objective of this paper is to examine in more depth weak tie networking,
which is argued to be particularly vital to business maintenance and development.
Entrepreneurs differ in terms of their reliance on networks and the contérdrnaf and
weak ties present in them. Understanding the factors that contribute tonedwiatking
behavior has potentially significant theoretical and practical ibanitons. Theoretically,
understanding network dynamics can enhance scholarly understanding oéthe @ff
networking on business success. As stated by Hoang & Antoncic (2003, p.181), the study of
network effects and outcomes...“can be far richer and more theoretically duainer
combined with the theoretical insights arising from research on networknysa
Practically, gaining a better understanding of what leads to icariatentrepreneurs’
personal networks can provide direction for entrepreneurs, who may not always be
consciously aware of their networking style (Vissa & Anand 2006) or may notlmave
know-how to utilize network contacts in a beneficial way (Witt 2004, p.401), and help them
to develop a networking strategy that best meets the needs of their pabtisitteess. In the
present study, two different perspectives, the economic and the social psy@iolatibe

applied to understanding entrepreneurs’ weak tie networking behavior and |daatorg



that explain variations in the benefits they receive from these netwohlestole of
individual, social, and business factors in contributing to weak tie networking will be
examined.

The paper is structured as follows: the literature review in Chaptevélops the
definitions of entrepreneur and networking, identifies different types of nefwsing
Granovetter’s “strength of weak ties theory,” exposes theoreticalaog ptual issues,
explores network dynamics, and finally provides explanations for why entregenayr
vary in the resources they receive and what factors affect their ketg/dwehavior from an
economical perspective and a social psychological perspective. The mettimasise
Chapter Ill describes the site selected for the study, discussgsvislepment of the
guestionnaire used to test the hypotheses, and explains the construction of variable
measurements. Chapter IV discusses the significant findings of this Ghalyter V
provides possible explanations and implications, and Chapter IV develops topicsuteat f

research should explore.



CHAPTERII. LITERATURE REVIEW

A fundamental concern when studying entrepreneurs is deciding how to tefine t
There is ambiguity and debate surrounding the definition of an “entrepreneur,” andaty wi
accepted definition has been established. The basic definition of an entregeneur i
business owner (Marshall 1998, p.195). Most scholars have accepted this definition, but
have incorporated contingencies and variations, tailored to their partiesdarch interests.
For example, sociological definitions have typically conceptualized eatreprs by their
fundamental “behaviors,” such as creators of new organizations (Ga98@yrp.62),
whereas economic definitions have incorporated entrepreneurs’ economic functibres suc
their drive for profit-making and growth and their capacity to engage inaiskg,
innovating (Schumpeter 1928) and opportunity-seeking (Drucker 1986) in order to carry out
these functions. The present study will use the basic definition of an entre@e@eur
business owner-operator. This definition captures both sociological and econpecits &
entrepreneurship: the initiative, innovation, and risk that entrepreneurs take itoardske
profit and the tasks related to creating, organizing, operating, and maintinisiness.
Furthermore, it is concrete and measurable, and it distinguishes the emuveprem the
manager, who does not own a business.

Although traditionally studied by economists, entrepreneurs have ingasaen
recognized by sociologists and psychologists. Early interest gerfealsed either on
understanding entrepreneurs’ individual characteristics in attempt tafydestsonality
traits and psychological attributes to distinguish them from others or on arcingt

entrepreneurs as a product of environmental and institutional structures iptatiéocate



contextual constraints or opportunities that impede or encourage entrepreneurship
(Kalantaridis 2004). More recently, social scientists have become intereske study of
entrepreneurs’ social networks, which are defined as a set of people with whaanethey
acquainted in relationships (Aldrich & Zimmer 1986, p.12).

Most research on entrepreneur social networking has rested on the Netwa@$sSucc
Hypothesis (NSH), which proposes a link between social networking and various business
venture outcomes. Studies have particularly focused on nascent entreprpnthesiarly
phase of business development, investigating the relationship between nasepnéreur’s
networks and the likelihood of business startup, survival, growth, and profit (Bruderl &
Preisendorfer 1998; Aldrich, Rosen, & Woodward 1383&nsen 1995; Jarillo 1989). These
studies, which are based on the assumption that establishing a new busindéisudt a di
process and that many new businesses fail, have generally found thatpsostal
relationships help nascent entrepreneurs to overcome the “liability of sg&inchcombe
1965) by providing them with reputational legitimacy and resources for therelsgsstart-
up.

Although the research produced under NSH has proved constructive in that it has
established the importance of entrepreneur social networks and its implidatibnsiness
outcomes, there are some unresolved issues with the model, including the difficulty
establishing causality between networking and firm start-up and the lae&agfnition of
personal and business factors that may also affect business outcom@9QwWit1.401-404).
The presence of a sufficient network does not necessarily imply businessssascsome
entrepreneurs who have vast networks may not know how to maximize their connections in a

beneficial way (Witt 2004, p.401). Another argument is that network importance may be



greater among entrepreneurs who have less favorable starting conditions, thodeavith
less experience or fewer existing financial resources (Witt 2004, p.4@Bhsarwho are
unprofitable and more prone to failyi@ates 1994), although this was not supported by one
study (Bruderl & Preisendorf 1998).

The present study will not attempt to discuss these issues nor debate th@imeri
NSH, but rather they are noted here because it seems that the hypathlesize
strengthened by understanding why entrepreneurs form networks in the fiestvtach
types of networks they form, and what factors explain the variations in the estusy
obtain from network participation. The following section will more closely éxarsocial
networks, specifically what they are and how they have been measured, and¢heesutbs
section will attempt to show how and why research should move toward locatingsfthat
affect the networks entrepreneurs form.

TYPES OF SOCIAL NETWORKS
Definition & Measurement of Networks

At a basic level, networks are simply sets of social relationships thatatonne
individuals to each other. The connections between people take on many different forms and
people are connected to each other in a seemingly infinite number of ways. iAstladg
conducted by Travers and Milgram (1969) revealed the interconnectedness ef [&ppl
asking a sample of two-hundred ninety-six people to mail a letter to someone who they
thought would be able to get it to the unknown recipient, they calculated how many hands the
letter had passed before it reached the intended recipient. They found thatage,ave
people are separated by only 5.2 intermediary contacts, suggesting that mostrpeople a

connected to each other through acquaintances.
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The complex nature of relationships and the interconnectedness of people makes
deciding where to draw the boundaries of networks an important, yet compliceigdrde
The problematic nature of conceptualizing networks is attributable to... théhet
empirical studies must use gquantitative measures to estimate informatamisvessentially
qualitative and cumulative in nature” (Witt 2004, p.393). Network boundaries argeliati
fluid and usually a matter of perspective of the researcher and the given purfiesstotly.
For example, networks can be studied from the individual level, such as a business owner’
ties to other people in a community, or from the collective level, such as a communit
business association’s ties to other local organizations. When examining networks of
collectivities, the focus can be on the internal characteristics and linkageshe
individuals within a group (bonding elements), or on the external linkages that the
collectivity or individuals within the group have with outside collectivitiesndniiduals
(bridging elements) (Adler & Kwon 2002, p.19-21). In addition, there is an intéoredhatp
between individual and collective networks. For example, “the relations beamee
employee and colleagues within a firm are external to the employee lnairtethe firm”
(Adler & Kwon 2002, p.21). An employee’s social network may enhance or threaten the
collective network of the firm, in the same way that the collective netwotiedirm can
enhance or threaten the employee’s network (Inkpen & Tsang 2005, p.151-152).

No universal definition of networks has been adopted (Dixon 2004, p.19), and a
variety of characteristics and dimensions have been used in network amatgsisiure
them (Hoang & Antoncic 2003, p.171). Most operationalize networks based on structural or
relational aspects. Measurements of networks have included network teraraéictor’s

direct and indirect links and their ability to “reach” others in the network through
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intermediary contacts; network size, defined as the “number of direct links bedvieeal
actor and other actors;” relational aspects, such as the closeness, pssnarifieequency of
contact (Hoang & Antoncic 2003, p.17%jructural holes, which refers to bridges between
actors that connect them where ties are otherwise absent; and netwdskdesisre, which
refers to the degree of interconnectedness between others within an actaoi¥ (Burt
2001).
Benefits of Strong & Weak Ties

Several prominent scholars have utilized the structural dimensions of netaorks t
develop theories about the benefits that certain types of ties offer, proposingtihatks
which bridge otherwise unconnected people offer the most instrumental resdBuces
(2001)uses the concept of structural holes, which refers to individuals who “broker”
connections between disconnected networks of otherwise unconnected peopgles thatr
exchanges are more rewarding and less difficult to negotiate when they averapping.
Similar to Burt, Granovetter also considers the “bridging” capacityetfork connections
when considering information and resource exchange. He conceptualizes tbity ¢gpidne
“strength” of ties, defined as the degree of time, emotional intensity\doyi, and reciprocal
services between contacts (Granovetter, 1973, p.1361).

From this definition, Granovetter builds two broad categorizations, weak ties and
strong ties. Although he does not explicitly define them, he does provide gederatars
of what they are and how they may be studidleak ties” are interpersonal acquaintance
relationships characterized by infrequent contact and low emotional infeépgitally found
in work settings and formal organizations, and “strong ties” are those chiaexttey

frequent contact and high emotional intensity, typically found in relationshipSamitily
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members and friends. In strong tie relationships parties trust each otieeovieaapping
mutual acquaintances, can easily gain access to each other, and are motreipdocate
and exchange information. Weak tie relationships, which bridge (connect) cierwi
unrelated individuals and groups, fulfill a more instrumental purpose — to get valuable
resources.

While Granovetter recognizes the importance of having a mixture of tidseedrezes
that having weak tie relationships is especially important. Because weakeiboundary-
spanning vertical linkages that bridge otherwise disconnected people, thieyarticipants
access to diverse information and opportunities that lie outside the homogenous information
exchanged in strong ties between closely acquainted and similar people. Althsug
perhaps more difficult to facilitate resource exchange in weak gameships since parties
are generally less trusting of each other and feel less obligatedificocate, weak tie
relationships are embedded with significant resources for individuals (péoyment
opportunities and information) and groups (i.e. access to people who can aid in collective
mobilization efforts).

Granovetter emphasizes the “strength” of weak ties, but research subgésiaving
both strong and weak ties are important for entrepreneurs. Both strong and sbakédie
positive effects on businesses, as shown in a study by Bruderl & Preisendorfey (d#9818)
found a significant positive relationship between strong ties and both business angival
growth and a significant positive relationship between weak ties and growthditiomd
different types of ties are important during different stages of businesodment.

Davidsson & Honig (2003, p.322) found that strong ties are beneficial during the dyscover

phase in stimulating potential entrepreneurs’ initial interest in statmgsiness and
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increasing the pace of start-up. The benefits of weak ties became maenappa
business moved toward establishment. The presence of weak ties was a strotay pfedic
having a first sale and being profitable.

These findings may be explained by the fact that strong and weak tieditiéfieent
types of information, support, and resources that are essential to entreprenguatitafive
study by Fortner (2006, p.131-13®hich investigated the meanings that entrepreneurs
attach to their connections, showed that a variety of contacts in entreprepeials
networks offer them resources and support for their business ventures. Faeniig, fand
employees, were the “core” networks, offering emotional, financial, andgearent support,
customers were critical in helping them to make business and product decisions and
connecting them to the community, and professional advisors were acquaintances that
assisted in accomplishing business maintenance tasks. Research sugghstshbaetits”
family and friends are likely to offer are planning advice, word-of-modterising,
emotional and moral support, encouragement, and free services, such as exteddiaga
offering to work without pay, whereas weak tie relationships may offer mdranmental
resources, such as technical assistance, practical information,|sef@ither contacts,
equipment, and raw materials (Grossman 2@8dtey 1985; Bruderl & Preisendorfer 1998;
Sequeira, Mueller, & McGee 2007Recause both types of networks offer beneficial
resources and have potentially positive business outcomes, a contingency appsobeh m
more appropriate in the study of strong and weak ties (Hoang & Antoncic 2003, p.174).

Although there are benefits of strong ties and the optimal network contairtugem
of ties, weak ties are nevertheless vital to entrepreneurs. One stueyahmned the

differences in the use and value of strong tie networks showed that, although 2886 of
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venture ties were strong ties, nascent entrepreneurs were more ligelgrcbmythical
“bonuses” to weak ties, suggesting that weak ties were more highly valuedtutize
indicated that strong ties of close friends and family members were Jatubéir moral
support, but they were not very useful in introducing entrepreneurs to new contacts or
providing the significantly more valuable tangible resources (Gras20@6).Singh (2000,
p.131-132) found support for the “strength of weak ties” theory, showing that the number of
weak ties in an entrepreneurs’ network was a significant predictor of theenwmideas and
opportunities recognized by entrepreneurs. He suggests that strong tiescan be a
impediment to opportunity-recognition when trusted family and friends disgey@atential
entrepreneurs from considering the idea of starting a business. This camatbuaid
enclaves where minority business owners may be highly connected within thetyninori
community, but may lack boundary-spanning connections.

Weak ties provide basic resources that entrepreneurs at all stages of business
development could benefit from. Most studies have focused on weak ties in the networks of
nascent entrepreneurs, because the start-up phase of business development has been
acknowledged as a critical time when the “elements of the firm aréBdéy 1985, p.115).
Having the non-redundant, unfamiliar, and diverse information that is usually erchiang
weak tie relationships may give nascent entrepreneurs access to aofadeas, a
necessary part of innovation and opportunity-recognition (Singh 2000, prbagldition,
weak ties may assist nascent entrepreneurs in setting up a business bggtbeiui
financing, helping them to develop necessary business skills (Birley 1988gnsmygy
business legitimacy, or helping them build a good reputation (Lechner & Do2aD@y

Elfring & Hulsink 2007).
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The importance of weak ties also likely extends to later stages of lmisines
development, as entrepreneurs continue to need information and advice. Weak ties may be
beneficial to established entrepreneurs by giving them a continued supplygwtessand
new customers. In addition, weak ties may keep established entrepreneunsdrdtout
new trends in the marketplace and help them to manage workload, evaluatdviemse
against competitors, or identify new market opportunities or threathriee& Dowling
2003; Solymossy 2000, p.3).

Limitations of Weak Ties

While it is acknowledged that weak ties are an especially creleialent of networks,
there are several circumstances that limit the effectiveness kftigean giving individuals
access to resources and information. Overinvestment in weak ties maytresluce
effectiveness as a source of diverse information, contribute to overdepenéeence the
firm’s ability to adapt to the environment, or make firms more vulnerablaetadkit the
marketplace (Uzzi 1997, p.57-59). Weak ties can gradually come to resembleistpag t
participants interact more often and become increasingly similar to eathtbtrs no longer
offering diverse information and resources to exchange (Uzzi 199&ddition, participants
in broad networks of weak ties can easily become freeloaders, elspebele there are few
incentives to reciprocate (Coleman 1988a; Uzzi 1997).

Potential limitations of weak ties are also apparent when applied to thetprecke
environment in which entrepreneurs operate. Reliance on network connections, while
advantageous in terms of sharing information and resources at low market egsassan
make the business more vulnerable. Relationships between actors are fonegeigciuad

evolving in the marketplace where there is a constant flow of new businessasgesumd
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exiting. Over-reliance on weak ties may threaten entrepreneurs’ aut@mahiireedom in
making their own decisions, and they are subject to greater risk when the $osiaescak
tie contact fails (Uzzi 1997, p.57). Furthermore, it may be difficult for entreprene
develop weak tie relationships in environments that encourage competition or exclude
outsiders.

The conceptualization of weak ties is also problematic. Granovetter’'s broad
definition of weak tie networks, which could include practically any relatipnsot
considered a strong tie (friends and family), does not provide much direction.rdResea
have typically based their measurement of weak ties on the role of the.t@i(hary or
secondary) or the frequency of contact (Hoang & Antoncic 2003, p. 171). Previous studie
have used many indicators of weak ties, including coworkers, acquaintances, bankers,
community organizations, and venture capitalist investors (Sequeira et. al R0€IAess
partners and former employers (Bruderl & Preseindorfer 1998), and cohtatotgete
referred to them after starting a business (Grossman 20@8ning all relationships that are
not close friends or family as “weak ties,” without considering possiblatiars in weak tie
relationships and the benefits they offer, is too simple. The issue of measuiefugher
complicated by the fact that researchers have used indicators that ovdrltdpse for
“strong” and “weak” ties to measure “informal” and “formal”’ networkefe that are
personal as opposed to impersonal), distinguishing family, friends, and personal business

contacts from bankers, accountants, lawyers, and organizational affili@@idey 1985).
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Benefits of Formal & Informal Ties

Organizational structure may prove constructive in making distinctiongeet
different types of weak tie networks. Defined in the present study, formkltigeaare
relationships that exist within an organizational framework. In the pretefy,
“intermediary” organizations are considefedmal, and formal weak tie relationships will
refer to an entrepreneurs’ participation in the local Chamber of Commercentiast,
informal weak ties are personally-initiated relationships that ateughsred and lack
organizational affiliation, as indicated in the present study as an entrepsertatronship
with business contacts, coworkers, and employees. Although both can be considered weak
ties because they are created for instrumental purposes, informal evaatntorks differ
from formal weak ties when it comes to the types of resources they makabke/tl
entrepreneurs and the ease of access of entrepreneurs to these resources.

Formal organizations are potentially beneficial, serving as entreym® link to the
community’s agencies, customers, and investors, offering classes to téemtaieskills,
keeping them updated on industry or business developments, and providing recognition for
their accomplishments. However, there remains a question as to theiféctereness. In
an early study of nascent entrepreneurs in a small Indiana town, Birley (b88&8)that
informal personal networks were much more beneficial to entreprenaarfotimal
organizational networks. The town’s formal business organization, the Smizlé8sis
Association, was rarely mentioned by entrepreneurs as being helpful, eepptemturs were
not largely aware of the assistance it offered. Similarly, Fo(89£6) found limited
participation and lack of awareness of small business associations and supgrarzations

among business owners. Among those who did participate, encounters were sporadic and
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business owners felt that small business support organizations were unabletteeinee

needs and difficult to maintain. Another study found that organizational memberstagde
associations, service clubs, and chambers of commerce did not result in any pfisitige

for nascent entrepreneurs, other than increasing the likelihood that they wakddm

business plan. Organizational members were not more likely to succeed than nomsmembe
at any stage of business start-up (Davidsson & Honig 2003, p.322-323).

The differences in the normative basis of exchange in formal ties and infasnal t
may help to explain why formal organizational networks are less e#ediormal weak ties
may be more difficult for entrepreneurs to maintain, and they require delileéi@ateand
sometimes financial resources, such as the payment of membership fegst to or
participate (Fortner 2006, p.128-129). Formal weak tie organizations often hatera sy
authority and regulatory norms to govern member participation and resource @schang
(Casson & Giusta 2007, p.226) and encounters typically lack the intimacy, longexty
mutual obligations of informal weak tie networks (Fortner 2006, p.125). In addition,|forma
intermediary networks are not always tailored to entrepreneurs’ spegsfiness and
industrial needs (Fortner 2006; Perry 1996, p.76). Due to the more personal nature of
interaction, informal weak tie contacts may be more attuned to the needs ofezrevepr
Informal weak tie networks may also have greater resources to offefiotinaal networks,
because they have fewer formal constraints and there is more freedboiaaf in selecting
network contacts.

Application of Strength of Weak Ties Theory
While noting the limitations of the “strength of weak ties,” Granovettéesry will

be the foundation for the present study. It gives much needed recognition t@on&noe
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of resources that come from different types of social relationships andrieke@scount the
role of the larger social context/environment in explaining behavior (Aldrich &&m
1986). Granovetter’s “strength of weak ties” theory has been cited in nunséudies of
social networking and is supported by studies which have shown that boundary spanning
networks are associated with benefits at both the individual and firm level. Boundary
spanning ties are essential for the transfer of information between fitndustrial districts
(Inkpen & Tsang 2005), access to job opportunities and job mobility (Granovetter 1995),
collective mobilization (Granovetter 1973), and are associated with magg@nt points”
(Gladwell 2002) and the diffusion of innovations (Rogers 2003).

In addition, the shortcomings of Granovetter’s theory are at least parntisdiived
when combined with Social Capital Theory, which provides a better understanding of how
resources are exchanged. Social Capital Theory proposes that socigks@ivt@s a source
of “capital,” because they are embedded with resources that can beeekima&eiationships
(Adler & Kwon 2002, p.21-22). Although networks are one aspect of social capital, the
present paper makes a distinction between the term network, which is a setlof socia
relationships, and social capital, which is the underlying social dynamicaltha
exchanges to occur. Social networks, alone, do not provide resources. Resources acquisition
depends on the social dynamics underlying the relationships. Networks are ity s
social relationships that connect individuals to each ottt is the social dynamics
underlying those relationships the “goodwill” — i.e. reciprocity, respect,rast-t that allow
exchanges to occur (Adler & Kwon 2002, p.17). When a high degseeiaf capital is
present in a relationship, resources are more easily attained by the peoaleevengaging

in the interactions (although outsiders may not have access to the resxei@asged).
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The application of Social Capital Theory to Granovetter’s “strength of viesik t
enhances understanding of why weak ties may be particularly beneficialsbumore
difficult to develop than strong ties. Trust, defined as the belief that the othewdhr
honor obligations, and norms of reciprocity, defined as implicit shared obligations of
exchange (Casson & Giusta 2007, p.229), are especially crucial elements ofyexcha
relationships. Trust and reciprocity develop in relationships over timsdib& Starr 1993;
Smith & Lohrke 2008Jack, Dodd, & Anderson 2008Pue to repeated long-term
interactions that usually characterize relationships with family aewlds, high levels of
trust and reciprocity are typically already established iretleessting relationships, but new
relationships outside the inner circle that could offer undiscovered resourc&giésgamay
take more effort to establish because trust and reciprocity must be develdpethct that
people have to stretch outside the comfort zone of their inner friendship circlesltipdeve
weak tie relationships with strangers explains why weak ties offer suicaldesesources.
However, because trust and reciprocity in weak tie relationships aaflyridgicking, weak
tie relationships may be riskier. Establishing weak tie relationships enaggecially
difficult in the marketplace, which is traditionally characterized by heglkls of uncertainty,
rivalry, distrust, and competition. The social dynamics underlying stromgtweorks and
weak tie networks within the marketplace setting have implications forefitfes among
networks in resource exchange.

Hypotheses

Based on Granovetter’s “strength of weak ties” theory, which says ¢aét tre

networks provide diverse information, ideas, and resources generally needed by

entrepreneurs, and in light of previous research findings which support this mmtemns
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hypothesized thédla.) entrepreneurs perceive weak tie networks to be more beneficial than
strong tie networks. In addition, it is hypothesized thatltheresources embedded in weak
tie networks are perceived by entrepreneurs to be more important than the ones @mbedde
strong tie networks. Having weak tie relationships is expected to be @atjicoiportant

for entrepreneurs, because their business ownership would necessitat¢oatteeda/erse
information and resources that these boundary spanning ties presumably offey, iFisall
hypothesized thélc.) entrepreneurs perceive informal weak tie networks to be more

beneficial than formal weak tie networks.

FACTORS THAT EXPLAIN NETWORKING

Entrepreneurs do not operate their businesses in isolation. The act of estahifighing
maintaining a business requires some degree of social interaction, whighatht
customers, suppliers, leaders in the community, or friends and family. éa Btafulien
(2007, p.162), “entrepreneurs and the people in their organizations are social beingie they
members of families and communities, and are therefore all connected in spme wa
another to various social or economic networks.” There is little doubt that ajpremeers
network to some extent. What is less understood is whether entrepreneurs varygashe ty
of people with whom they interact and what factors explain these variations.

Explaining Weak Tie Networking with an Economical Perspective

In a traditional economic perspective, entrepreneurs are typicapdias self-
interested rational actors, who make judgments based on available infornmatiexypéoit
opportunities that are most likely to result in personal gains. This economicqiimespas

largely informed research on entrepreneurs’ social networks, and sod®lugie portrayed
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networking as the result of self-interested and rational individuals who d¢elexieghange
investments and manage their networks for efficiency (Coleir888b; Blau 1964; Burt
1992). This perspective is useful in understanding the development of instrumexiktaiese
which has been suggested to involve a component of individual self-interest.

Economic theories elucidate the role of networking from this economic rigtyona
perspective. Rational Choice theory assumes that people are rational asitging)gihe
costs and the benefits of actions when making decisibrasaction-cost theory elaborates
on how rational behavior facilitates exchanges between actors in the plecketlt assumes
that actors are not always able to make rational decisions because theyrated by
imperfect access to information and cognitive deficiencies in progeds information.
People engage in relationships with others to overcome these limitationsdd'seyn an
opportunistic and economical way, engaging in those relationships that are mpso like
minimize transaction costs and uncertainty. Actors see relationships amiemessand put
resources into relationships believing that they will receive something in (éddrich
1982, p.282-283; Williamson 1981; Coase 1937).

Entrepreneurs opportunistically and strategically shape their networksato obt
desirable resources. A study by Elfring & Hulsink (2007) on Dutch entrepreineurs
information technology showed that the mixture of strong and weak ties in netwarks wa
related to the necessity of spotting opportunities, acquiring resources, and gagitintaty.
For example, independent businesses that were outsiders to the IT commiacitlyeaVily
on weak ties, which would provide them with access to the opportunities and the resources
needed by those types of businesses. On the other hand, spin-off businesses, which were

founded by experienced entrepreneurs in association with the parent organizatiens)\g
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relied more heavily on strong ties. In addition, they found differences betwegpélseot
network ties used by incrementally innovative and radically innovative firmsm#ar
study conducted by Lechner & Dowling (2003) showed that high-technologgpesieurial
firms had a personalized network mix, which was continually reconfigured am@xist
network ties became inefficient. As firms developed through five identifiedsstde
perceived importance of reputation and social networks decreased whilecigipetworks
and co-opetition (cooperation with competitors) increased. These studiethglhow
entrepreneurs develop a tailored network approach, depending on the needs of their
businesses, which change over time.

Other research has more directly revealed a relationship betveadttie
development and business strategy toward innovation. Stam and Elfring (2006) found that
Dutch entrepreneurs in the high-tech software industry aligned thewonkstwith their
entrepreneurial innovation strategy. Furthermore, networking moderatedkeitts ef
innovation strategy on performance. Highly innovative firms that had established
organizational relationships within the industry and bridging ties to organizatiotiser
industries were more likely to perform well. A content analysis of sewg:s Indian
business journals conducted by Ramachandran & Ramnarayan (1993) found that
entrepreneurs with high motivation to pioneer and innovate (PI) were more likellize uti
latent networks (non-immediate networks characterized by infrequent ¢ptdpanto
“outer circle” contacts (characterized by lack of emotional contentagenigp industry and
community leadership, and collaborate with customers and consultants than low Pl
entrepreneurs. High Pl entrepreneurs synthesized the ideas from divecss $0 produce

new ideas and networked to pursue interests that were not directlylmusthess agenda.
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A relationship between networking strategy and the pursuit of business growth has
also been identified. A field study conducted by Zhao & Aram (1995) on the impaxénc
networking among high-tech entrepreneurial firms in China, showed that lagihgirms
at all stages of early business development had a greater intensity ofkegwdepth in
their relationships), more network contacts, greater network diversity, ardweee likely
to positively justify the time and costs of their relationships than low-growitis firOstgaard
& Birley (1994) found that marketing strategy explained differences akwe networking.

For example, those who adopted a market differentiation strategy had largerksdhan

others and utilized personal networks, particularly customers and suppliers, atea gre

extent than social organizations; those who adopted an innovation strategy relied orl persona
networks to obtain ideas, spent less time networking with suppliers, and werekalgrioli

be members of professional organizations; and differentiation strategpremeurs had

large networks and sought out new ties, especially to gain contact with new etsstom

These studies indicate that entrepreneurs manipulate the composition of therksetw

(strong and weak ties) to obtain an optimal mix of resources for their particisiaess’

needs.

The idea that entrepreneurs seek weak tie networks based on their busidess nee
also supported by research on the process of network development. In a study of Chinese
entrepreneurs, Chu (1996) found variations in the importance of networks at diffegest st
of entrepreneurship. Before start-up, entrepreneurs’ networks centered orlelbgeships
with friends, family members, and associates who were highly accesAftse start-up,
entrepreneurs tapped into social acquaintances, such as partners, supplicaf, arbs

were more able to provide them resources. During firm maturation, entregranead to
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professional organizations and government agencies. Hite & Hesterly (200& )tlaat
nascent entrepreneurs utilize existing strong ties because they providstinesources at an
early stage of development. In later stages of development, businessew thgrmited
information that friends and family are able to provide, and entrepreneurs evolugand e
their networks to include weak ties that are better able to meet their ndeggarisition

from identity-based networks to weak-tie networks is accompanied bysigesrategic
calculations of economic benefits.

The extraction of resources from networks is further elaborated by tartbrg the
process of network change over time. Larson & Starr (1993) have outlinee-@tipe
process of relationship development from trial phase, to partnership, to strategirce
exchange. In the first stage, entrepreneurs tap into their relationshipsxigiing friends,
family, and business contacts and identify new weak tie contacts. The segmi st trial
period for relationships. Existing relationships increasingly take on busolesshat
overlap with social roles, new weak tie relationships are solidified and gaining, and
standards and expectations are established moving towards the gradual devedopmun&nt
and reciprocity. In the final stage, personal relationships increase in citynpled become
“layered,” allowing exchanges of business financing and technical infiemtatoccur, and
entrepreneurs develop organizational linkages and begin to engage in orgamaation-
organization exchanges. Networks evolve and change over time as a resuritading
trust and affectivity in relationships that facilitates resource exgehgSmith & Lohrke 2008;

Jack et. al 2008).
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Hypotheses

Growth Strategy:Entrepreneurial growth strategy has been found to affect

networking (Zhao & Aram 1995). Itis hypothesized 2atpro-growth entrepreneurs,

defined as those who want to expand their business in the future, will perceive weak tie
networks to be more beneficial than no-growth entrepreneurs. It is reasaned tha
entrepreneurs who do not desire to expand their businesses may not need as many diverse
resources, and thus, they will not participate in weak tie relationships asasmothers.

Length of Business Ownershiglthough weak ties may be important in early stages

of development, nascent entrepreneurs have smaller networks and spend lesgetopande
and maintaining relationships in early start-up (Greve & Salaff 2003;nee& Dowling
2003) and may have undeveloped networks that lack a strong base of weak tiesateslindic
by studies that suggest initial heavy reliance on strong tie netwohksrafs and family
(Hite & Hesterly 2001arson & Starr 1993). Therefore, it is hypothesized 2bathere is
a positive relationship between length of business ownership and the perceivenf wda&
tie networks. In other words, entrepreneurs who have owned businesses for loogergferi
time will be more likely to receive resources and support from weak ties.
Explaining Weak Tie Networking Psychologically & Sociologically

Classical sociological theorists have emphasized the relationship betsyetolpgy
and sociology, the individual and the collectivity, recognizing individuals as autongmbus
intertwined actors in their social environments. According to symbolic ini@natieory,
individual behavior is independently defined; however, it is influenced by socialamnbera
and participation in social activities. Classical symbolic interactionigte€seorge Herbert

Mead (1962) proposed that social interaction and individual behavior are recipretztibyl.
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Individuals develop relationships that fit with their personal identities, andringacial
interaction and group participation reshapes their individual and group identities

This social psychological perspective can be applied to understanding entuegrene
Entrepreneurs are both a product of the environment and an agent that shapes environment;
influenced by a combination of individual attributes and opportunity (Shane 2003). This
reciprocity between the entrepreneurs and the environment is perhaps hestidapDodd
& Anderson (2007, p.341), who say that “to conceive the entrepreneur as an atomistic and
isolated agent of change is to ignore the milieu that supports, drives, produces, amg recei
the entrepreneurial process. The entrepreneurial agent encounters thensydmee shaped
by it, but in turn, employs his or her agency to change the structGmnSideration of “both
levels, the individual and the social, will jointly... contribute to understanding” (Dodd &
Anderson 2007, p. 348).

A social psychological approach is useful in the study of entrepreneurvéoalse
reasons. First, a social psychological approach is useful in recongittezifactors that
contribute to a person becoming an entrepreneur. Arguably, too much misdatetdion
has been given to the question of what makes the entrepreneur different from non-
entrepreneurs. Psychological traits, by themselves, are not as aatyratdicting who
becomes an entrepreneur as other factors, such as age, race, and gend20(8hant?).

The variation among entrepreneurs is as great as the variation betweeneeiurs and
non-entrepreneurs (Gartner 1985). This wide variation perhaps explains whytatte
establish a psychological profile thle entrepreneur has produced mixed findings, and
empirical research has had trouble identifying personality traits oretffes in leadership

styles associated with entrepreneurship (Aldrich & Zimmer 1986, p.5).



28

Although entrepreneurs are not a distinct group separate from the generalipopulat
in terms of psychological traits, they are different from the general populattbeir choice
of occupation. The desire for self-employment is the primary reason for dettditagt a
business of one’s own (Shane 2008, p.43). The factors leading one to decide to become an
entrepreneur are the result of both personal characteristics, includingitiaé@s for
autonomy in work (Shane 20083 well as being exposed to opportunities in social
interactions (Singh 2000), including having business-owning family, friends, and neighbor
(Davidsson & Honig 2003, p.320)

In addition, many people consider starting a business, but entrepreneurs avéhthose
are able to transform this dream into reality. This takes a combination of wppoand
personal motivation (Shane 2003). Alone, social ties only partially explain baistaesip.
Sequeira et al. (2007) found that, without personal efficacy, social ties caigdbte
discourage business start-up. Morally supportive strong ties coupled with high
entrepreneurial self-efficacy both increased the likelihood that a nasdegpreneur
intended to start a business and that they engaged in behavior that turned the intention
reality. Strong ties that offered practical knowledge had no effect oamastrepreneur
behavior or intentions, and weak ties that offered practical knowledge incrhased t
likelihood of nascent entrepreneur behavior, but did not affect intentions. A study by
DeCarolis, Litzky, & Eddleston (2008howed that both entrepreneurs’ social networks and
their cognitive traits had positive effects on the progression of new vemaaton.
Specifically, they found that social networks shaped entrepreneurs’ illusiomtobicand

propensity for risk-taking, thus increasing the likelihood that they would launch@eent
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Secondly, a social psychological examination of how personality combirtes wit
social aspects can provide insight into why some entrepreneurial businesses sud
others fail. The resources and information entrepreneurs are exposed to in thleir soc
interactions with other people provide them access to different opportunities. Howvisver
ultimately their own initiative, abilities, motivations, and goals thatrdatee what courses
of action they take and how they use the resources that they receive. De¥Sagharito
(2006) also showed the interplay between predisposition and social relationshipsng maki
business decisions. They found that the interaction between social capitalfatiohsas
strong ties, trusting relationships, structural holes, and shared meanings — atidecogni
factors — such as the illusion of control, confidence, and representativeneserced
entrepreneurs’ perception of risk, which determined whether or not they edaploite
opportunities. This suggests that social connections provide access to information about
opportunities, but psychological factors determine whether opportunities ateugcin.
Thirdly, a social psychological perspective helps to elucidate entrepséneur
networking behavior outside the economic realm, by looking to the individual and cultural
factors that encourage or impede the development of certain types of tiésriiifieetwork
entrepreneurs” has been used to refer to entrepreneurs who develop theiitil¢ae help
of social contacts (Hills et. al 1997). Making the distinction between “network
entrepreneurs” and others suggests variation in entrepreneurs’ networking hetwiad
entrepreneurs fit the characterization of entrepreneurs as pure indstslaalkl “lone
wolves” (Dodd & Anderson 2007; Hills et. al 1997). What encourages some entrepreneurs t

network more than others?
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Although the rational explanation proposed earlier that entrepreneurs formksetwor
to meet specific business needs is appealing, it does not consider that eatnspaee
potentially shaped by individual, environmental, and cultural factors. Rather thtayist
choice in building networks, entrepreneurs’ networks may be largely a prodheirof
individual cognitions and predispositions and their cultural and environmental contexts
(Singh 2000, p.47). The development of weak ties may be encouraged and constrained by
these factors. Subsequently, their network participation may shape thairao(Sequeira
et. al 2009, p.540) and their current contacts may shape the development of subsequent
network ties (Gulati & Gargiulo 1999).

Researchers have found that psychological traits are related to netstickpption
and selection. Using a sample of undergraduate students, Totterdell, Holman, & Hukin
(2008) found a positive relationship between the propensity to connect with others and
extraversion, emotional stability, and affectivity. Furthermore, the prape¢osnake
friends did not appear to be related to the propensity to make acquaintancesirgutigest
combination of personality qualities is needed to obtain a mixture of ties. In alsandy
examined the role of personality in network closure and structural holes, psydsologis
Kalish & Robins (2006) found that predisposition influences network structure. pPamtgi
who had weak or mixed structural holes (strong ties or a mixture of strong and egak ti
were highly group-oriented and less individualistic, self-identified thraughp
membership, and made weak ties to connect to outside social circles. Pastiwipantere
more individualistic and viewed group membership as less important were méoredike

have diverse networks and to keep their ties separated from each other. A studiedonduc
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by Burt, Janotta, & Mahoney (1998) to establish a personality profile of tmietw
entrepreneurs,” identified them as non-conformists who sought change andhyauthor

While these studies seem to suggest that traits stereotypicallyahsdogith
entrepreneurship have positive implications for networking, other researchesupgested
the opposite effect of these traits. According to Zhao & Aram (1995, p.353), “natgorki
arises out of an acceptance that the firm lacks some resources and dgrooohpéetely on
its internal resources.” Entrepreneurs are “notoriously” independentosdifient, and self-
reliant and “networking may run counter to these aspects of the entrepakpetrsonality.”
Fortner (2006, p.140) claims that entrepreneurs’ self-concepts affecintieatcof their
networks. Some learn to rely on and trust their own skills and abilities due touhe ofat
their job as owners and managers, and those who exhibit great independencs vahye
networks unless they see immediate results.

Research also suggests the role of environmental and cultural factersutiong to
differences in networking. Greve & Salaff (2003, p.fokjnd international differences in
entrepreneurs’ network size and time spent networking. Italian respondents hiyhésé
percentage of kin in their business “discussion” networks, followed by the Nonsethe
Swedes, and the Americans. Time spent networking followed a similar pattdiansita
spent the most time developing and maintaining their relationships, followed Swéukes,
the Americans, and Norwegians. In a recent study by Robinson & Stubberud (2009) that
analyzed entrepreneurs’ advice networks across six countries and tfesmntihdustries,
country context appears to be a big factor in networking differences. By farghesti
proportion of entrepreneurs in Bulgaria reported using friends and family foeadvic

followed by Sweden, Czech Republic, Slovakia, Italy, and Austria. Use of profdssiona



32

acquaintances, appears to be highest in Italy, followed by Slovakia, Swedgig,Aus
Bulgaria, and Czech Republic. A greater percentage of entrepreneurs repentixidnd
family as offering advice than professional acquaintances in all countgeptdor Italy,
Austria, and Slovakia. Comparing networking of Chinese entrepreneurs irwmliféentexts,
Chu (1996) found that society and government influence networking. Chinese emuepren
in Hong Kong had a more dense and reachable network than Chinese immigrant
entrepreneurs in Canada, attributable to both their greater familatiit country and the
location’s collective tradition of group obligations and kinship. Chinese immgant
Canada relied more heavily on business contacts and professional and governmental
organizations because they were in an unfamiliar environment. In addition, tleegnose
restricted by the governmental regulations imposed by a non-collectiatyso

Other research has found that immigrant entrepreneurs, who usually sStetbes
in ethnic enclaves, tend to have more restricted networks and rely heaaelyse and
informal connections (Sequeira 2006), as do women and minorities (Greve & Salaff 2003,
p.17;Dixon 2004;Bruderl & Preisendorfer 1998, p.219). In ethnic business enclaves
minority entrepreneurs tend to interact with their strong ties, but magtecact with many
people outside the minority community. Having outside contacts (weak tiegreadly
benefit minority entrepreneurs, giving them access to diverse informatioesmdaes that
they would not otherwise have within the community. Weak ties may be particularly
important in breaking the cycle of poverty in economically disadvantaged ethiagesic
where owners’ strong tie contacts may have few resources to provide.

In a cultural approach, emphasis is placed on the norms and values that are

transmitted in the socialization process by family and community groupshe larger
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society (Berger 1991). This could explain why the networks of minorities andmame
heavily centered on kin. Cultural factors, such as the emphasis on close-krgtiotiera
may encourage entrepreneurs to utilize existing relationships withoothunity. In
places where trust-based kin relationships are present and culturallyagezhuathnic
entrepreneurs, minorities, and women may greatly benefit from askind<réera family for
assistance, and friends and family members may gladly offer it to them.

On the other hand, heavy reliance on strong ties may be the negative resuk of wea
tie restriction. To their detriment, certain groups, such as women and msg)onég be
excluded from diverse social circles due to prejudice or barriers to batrgdt to keep the
“downtrodden group in place” (Kanter 1977; Portes 1998, p.17). Environmental constraints,
such as material scarcity, geographic isolation, and segregation, glsorpla in
contributing to the heavy reliance on strong ties. Under these circuestaeople look to
the support of their inner circle due to the limited availability of outside soomacts
(Granovetter 1973; Granovetter 1982, p.116; Morlicchio 2005).

While ethnic and international networking differences could be explained byheoth t
cultural and environmental context of small-group associations, the sociekatplece may
also shape networking behavior. In a longitudinal study that investigated tloé stiategy
and market factors in shaping the networking behavior of entrepreneurial semtoonduc
firms, Eisenhardt & Schoonhoven (1996) found evidence to suggest that the strdiieqgy of
and the market environment in which they are located affects their alliaveleglaent.

They found that firms in markets with high levels of competition and emergemesvof
firms had higher rates of alliance formation. This finding may be densiwith the idea

that networking can be an effective competitive strategy for firms, iefgebose that are
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located in close geographical proximity (Polenske 2004; Alvarez, Mariarérig, 2009).
According to Burt (1992, p.4), “competition... is about securing productive relationships.”
Cooperation with competitors is common among high-tech firms in industriaraggition
clusters and is important for growth (Lechner & Dowling 2003 p.12-13; Powell, Koput, &
Smith-Doerr 1996), allowing firms to manage cumbersome work-loads, relealvid

(Uzzi 1997), and access cumulated knowledge (Inkpen & Tsang 2005; Powell et. al 1996)

On the other hand, the terms networking and competition seem inherently at odds.
Both networking and competition involve relationship formation, but the relationgleips a
characterized by opposite processes. Networking implies cooperation and stari
resources, while competition refers to setting oneself apart from othersanglto win
advantage. Referring to competition that occurs among corporate organizatpes, &
Tsang (2005, p.158) aptly note that “when members compete against one another for
resources and markets, suspicion may replace trust in their relationship and, aahseque
knowledge sharing may be sacrificed.”

The culture of the marketplace, which is traditionally rooted in competitinveka
firms to gain profit, may impede the development of weak tie networks byraimng
independence and the “do-it-yourself” attitude. The marketplace cultdreanally
emphasizes the capitalist market notions of competition, independence, and self-made
success. Emphasis on these aspects may discourage entrepreneursiingmbranation
with other businesses. Developing weak tie relationships with other marlketplacs is
likely to be especially difficult as the marketplace environment magwage potential

allies to compete, making trust and reciprocity difficult to develop.
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Although all entrepreneurs are, to some extent, subject to the influertbes of
marketplace culture and kinship affiliations, the community may be able taat@deeir
effects. The community is where individual and family meets the largatggWilkinson
1991, p.77). Communities play a vital role by setting the specific cultural and enviniahme
context in which entrepreneurs operate. Among the numerous studies that havedttempt
identify factors to encourage entrepreneurship in communities, many have e@gphas
creating culture. Communities that are favorable to entrepreneurs andkalyréoliattract
new ventures: 1.) celebrate the arts and foster values of independena@kinigkrton-
conformity, creativity, innovation, diversity, and cultural uniqueness (Florida; Zlt&pero
1984, p.25), 2.) welcome entrepreneurs, encourage fresh voices, build a shared vision,
develop entrepreneurial leaders, invest in entrepreneurship, create oppsrtanésen and
guestion, and cultivate networks (Hustedde 2007), 3.) accept controversy, deparsonali
politics, decentralize leadership, and emphasize education and collecivel@stment,
(Flora & Flora 1990), and 4.) fit with entrepreneurs’ personal values andahots
(Johannisson 1987).

The community’s culture also has implications for the types of networks tha
entrepreneurs form. According to Putnam (1993), norms of reciprocity andheusgdial
dynamics that play an essential role in facilitating network exclsasfgaformation and
resources, may be enhanced through the development of community and local participa
in community organizations. Granovetter (1973) suggests that open and nativiestri
communities with access to outsiders or community members from diversedaucks)
facilitate weak-tie networking. Flora & Flora (1993) argue that thenwonity

“entrepreneurial social infrastructure,” the interaction that @cbatween various
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community organizations, actors, and institutions, is developed through intangible and
symbolic messages that the community includes all people, is open to debafds
different opinions, and treats all people fairly when distributing resourcegn J2007,
p.233-234) emphasizes the importance of communities that facilitate networking, tbeat
“with good networking, a locality will develop a strategic environment thatrfoste
exchanges.” This network building creates a contagious “virtuous circle” whdin t
community that further facilitates local resource sharing and theameztnew firms.
When applied to entrepreneurship, these findings suggest that community culture and
participation in community may also facilitate entrepreneur networkingniaitg breaking
the “do-it-alone” attitude, lessening the marketplace’s emphasis on caopéiitking
entrepreneurs to others in the community, and facilitating resources and inbormati
exchange.

Hypotheses

Entrepreneurial Self-Efficacy and Achievement-Motivatidrhis research will

examine the relationship between networking and two well-established psychablats,
self-efficacy and achievement-motivation. The concept of self-efficagyated from the
work of the psychologist Albert Bandura. His definition of self-efficacynis’s belief in
his/her ability to execute the actions (perform tasks) required to prtueicesired effects
(Bandura 1977, p.3). In studies of entrepreneurship, the definition of self-efficalbbgdras
modified to include the set of skills needed specifically by entreprenewdi@viet. al 2008;
Sequeira et. al, 2007). The present study defines entrepreneurial setfyedBcan
entrepreneur’s belief in his/her own ability to complete tasks related tatmgeand

maintaining a business.



37

The concept of achievement-motivation was a psychological concept proposed by
David McClelland (1961), who used it to explain why some countries have greatenec
growth than others. People with a high need for achievement are attractedfgations
like entrepreneurship, because they involve moderate risks and responsibility. A large
number of entrepreneurs exist in developed countries because people in developed countries
are socialized to strive for achievement (McClelland 1961). His concepeefl‘for
achievement” includes the desire for responsibility, yearning for fekdbaperformance,
and interest in moderately risky situations (Kalantaridis 2004, p.53). In thenpstsdy,
achievement-motivation will be defined as the act of striving for high pargerformance.

As previously mentioned, the personality traits that are associated with iieréz
enter entrepreneurship as well as the characteristics needed to managesa bubmeesire
for independence offered by self-employment, the self-initiative redjtoretart a business,
and the autonomy entailed in running a business operation — may negatively affect
entrepreneurs’ networking behaviors. Networking entails the loss of sosmpkautonomy
that entrepreneurs who are highly independent or self-reliant may find faatyidifficult to
relinquish (Zhao & Aram 1995; Fortner 2006). Highly independent and self-reliant
entrepreneurs may find it difficult to develop relationships with people whom they detnot y
know well and may not want to invite others into their business affairs. Becausg tidki
turn to already established networks of trustworthy friends and family pyntag have
strained relationships with weak ties, limiting their ability to obtain optnesdurces.

AM and ESE are believed to capture the traits of independence and self-rélatnce t
presumably impede weak tie networking. Entrepreneurs who strongly belietieethare

able to complete the tasks of operating the business (ESE) may be setf-beli@ving that
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they don’t need to ask for assistance from others because they can do itwbemsel
Entrepreneurs who are highly goal-oriented (as indicated by the concept)ogh&whave a
strong sense of direction in the goals they set for themselves and how they wanhto r
those goals, and therefore, they don’t want others to tell them what to do. leferther
hypothesized th&a) there is a negative relationship between entrepreneurial self-efficacy
and the perceived value of weak tie networks 2iy)dhere is a negative relationship between
achievement-motivation and the perceived value of weak tie networks.

Perceptions of the Communityfhis study also examines the relationship between

community and networking behavior. The social structure is the foundation of the
community, created through regular interaction between people in a communithavbo s
common interests of the community and interact for the collective well-beorg¢King et.

al 2004; Wilkinson 1991). Community participatory structure is defined as an entrgfsene
perception of the community as being welcoming of citizen involvement. Because
individuals’ experiences in and perceptions of the community may widely vasd loa
factors such as length of residency, age, and socioeconomic standingcéptiqges of
individuals, rather than the comparison of communities, are examined.

It is hypothesized th&c) a positive relationship exists between entrepreneurs’
perception of civicness within the community and their perception of weak tie \alse.
reasoned that entrepreneurs who believe that the community has establshftcthi
participatory culture will be more likely to interact with others within¢benmunity and
participate in community organizations, which will increase their exposureak tie
contacts both within and outside the community, making them more likely to report benefits

of weak tie connections. In addition, since the participatory civic strucbutd potentially



39

minimize the competition typical in the marketplace by setting norms ipiroedy and trust,
it is believed that entrepreneurs that perceive the community as paotigipdt be more

willing to engage in exchanges with weak tie connections.
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CHAPTERIIlI. METHODS

STUDY LOCATION

The site of this study is Nevada, lowa, a small town with a population of

approximately 6,600 (City-data 2010). Nevada is the county seat of Story Coungy and i
situated approximately ten miles east of the city of Ames and 35 miles northcafoiled

Des Moines, lowa’s largest city. When compared to the state of lowa, Nevdhtlzea
surrounding county is experiencing higher population growth and has a younger, wealthie
and more educated population. This trend is attributable to the fact that Story Gounty i
home to one of lowa’s three public universities, which attracts many studeemsisss, and
professors. Both the state and the county, however, are more racially diversevihda. Ne

Table 1 shows comparisons for these demographic and economic characteristics.

Table 1: The Percentage of Town, County, and State Populations Exhibiting &electe

Demographic and Economic Characteristics

Nevada, lowa

Story County

State of lowa

Population Growth (2000-2008) 8.5% 12.4% 2.1%
recap.iastate.edu
Age under 35 Years (2000) 49.3% 60.9% 47.5%
recap.iastate.edu
Age 35 Years and Older (2000) 50.7% 39.2% 52.4%
recap.iastate.edu
) ) (township)

Non-White Population (2000) 3.6% 9.7% 6.1%
iowadatacenter.org
Educational Attainment Greater than 53.3% 72.2% 50.0%
High-School (2000) recap.iastate.edu
Household Income above $35,000 62.0% 56.8% 56.1%
(2000) recap.iastate.edu

o o (township)
Individuals Living in Poverty (2000) 5.20; 8.2% 9.1%

iowadatacenter.org
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By all appearances, Nevada seems to be a thriving and active communitga’sleva
local government website boasts that Nevada has “world-renowned entertgiathletics,
cultural events, continuing education opportunities, and a wealth of indoor and outdoor
recreational opportunities” and, in the past, has been designated several omestthe
best small towns to live in America (City 2008). Nevada has business aty daiented
services and activities, with a public library, annual parades, seveka] paghly rated
schools, a full-time fire and police department, a hospital, an active lotai¢associety,
several civic organizations, a local chamber of commerce, and arfalcommunity
economic development council. It seems to be advancing environmentally, with Wgrtdmi
generate energy, a clean-burning trash incinerator, and several envirareneragricultural
research facilities.

The town is home to a diverse base of businesses, including manufacturing,
agricultural, commercial, and educational (City 2008). Nevada also hang sector of
professional workers, primarily those who work in medical, financial, and legapations.
The majority of the businesses in Nevada consist of legal aid firms, meeligales,
financial services and banks, agriculture-related operations, and loealbd businesses,
such as restaurants, stores, hair salons, and construction. There is a sesalf@epof chain
stores and restaurants, as well as recreation and art. The communityvdoaditlaservice
grocery store, several convenience stores, and McDonalds, however, it does not have
Walmart as many other small communities do. Recreation and art is limaedsuatic
center, a bowling alley, and a private country club, and several photograplog studi
respectively (Manta 201@ity-data 2010). According to the U.S. Small Business

Association (2009), a small business is defined as an independent business (not publicly
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traded) that employs fewer than 500 employees. In terms of size, all of thedsesi in
Nevada could be characterized as “small,” because none of them have more than 500
employees (City-Data 2005), and owing to the nature of the businesses, thesyareda®
be independently owned.

Businesses are located in several areas throughout the city. On tloeitskists of
town are the Nevada West Industrial Park and the Lincolnway Corridor fiadisrk,
where agricultural and industrial operations are located (Nevada 2005). Amesireess
area has developed on the east side of town, which houses retail chain businesses,
recreational-related operations, community action organizations, the netvorsay,
telecommunications, marketing, and real estate firms, franchiseirasts, and convenience
stores. The central business district located on Main Street downtown [yrimaariocally-
owned shops, restaurants, medical clinics, and law firms. This area appeangiabm
neglected, as some of the turn-of-the-century buildings are in disrepair dvdevéeft
vacant after business closings.

A considered benefit of choosing a small town site is that the entire population of
businesses can be identified and included in the survey. Selecting a small topesénts
an opportunity to make a contribution to research on small town businesses thatdsotede
lacking. Many small town businesses close and this often has negative iilmmdic¢at the
entire community. Networking, particularly forming weak tie relatiopshvith others
outside the community, may help small town entrepreneurs to maintain their basines
However, it may be difficult for small town business owners to develop weak tie
relationships to access the instrumental resources that could greefiy tteem, because

small towns are often geographically isolated.
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Because of its geographic proximity to two urban areas, Ames and Des Moines
Nevada businesses owners may have exposure to a wider variety of people fddmgtwor
than business owners in most small towns. They may also have more accessdialbenef
resources. Furthermore, Nevada is located near one of lowa’s major publisitiesjer
which may present business owners with greater exposure to a creatina@alive
environment.

SURVEY DESIGN, DISTRIBUTION, AND RETURN

Survey research methods were used in this study. The purpose of the suneey was t
examine the role of different types of social networks in providing resourcesigmalsto
entrepreneurs, and to understand their community participation and businestsiatetes
motivations. All Nevada for-profit business owners were invited to participatest &f
businesses was generated from multiple public directory listings, inglaai online
phonebook, the local chamber of commerce website, the most rettent yage phonebook,
and local personal sources. In attempt to ensure a current list of all besimeNlevada, a
visit to the town’s commercial areas helped to find new businesses tleahetdisted in the
directories and remove from the list businesses that were no longer in@perdiad
moved away from Nevada.

After designing the questionnaire, pretesting was conducted to ensure thavéye s
guestions were relevant and comprehendiBlesiness owners were approached in
downtown commercial areas in two communities, Des Moines, an urban metropbfitan c
and Indianola, a town similar to Nevada in its size and proximity to urban &ewasn
participated in pre-testing interviews, conducted at the convenience of themes@ad the

interviewees. After informing them of the purpose of the study, intervievciparits were
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either read the survey questions and asked to respond aloud or asked to take the survey
without instruction. During and after responding to the survey, intervieweedeeflen the
guestions, elaborated on their answers, and provided feedback on the design of the questions.
All the comments received during pre-testing were considered and the most useful
suggestions were used to improve the questionnaire. Pre-testing also provided a bett
understanding of the topics and issues that were most relevant to business owners and
presented a real context in which to approach this quantitative study.

The survey was mailed to all 228 Nevada businesses during the Fall of 2009. The
initial survey packet included a cover letter, a letter of support from a localizagan, a
survey, and a postage-paid return envelope. Because the survey was mailed to businesse
not business owners, measures were taken to prevent respondents who owned multiple
businesses from taking the survey numerous times. Participants were toldhéat if
received multiple surveys, they only needed to complete the survey once. Whenngnswer
the questions, they were asked to the think of their newest business. The survey was
addressed to the current business owner or the president/manager. Businessengners w
instructed to complete the survey, but in the situation that the bsisine®er was not present,
presidents or managers were told to complete it. Business owners wereaddtruct
complete all sections of the survey, and non-owners were asked only to respond to the final
portion of the survey about the community and their personal information.

The average response rate for business surveys is approximately 208arf2000,
p.323). In the present study, ninety-two respondents returned the survey, making a 40%
response rate. Several strategies were used to maximize the respansardateto reach

business owners, a survey population that generally is not very respondivaigCi000).
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Soon after the initial mailing, an article was placed in the local newsfrpanounce the
survey and encourage participants to respond. A follow-up postcard was mailed to all
participants who had not responded within two weeks of receiving the survey, and a
replacement survey package was subsequently mailed to all participantsdaiat ha
returned the survey after receiving the postcard. Another strategy tolmossponse rate
was to collaborate with a local community non-profit organization to creata@ession of
relevance for the business owners.
VARIABLE MEASUREMENTS

The questionnaire consisted of seven sections: 1) business charagt@jistics
networking with close friends and family, 3) networking with business contaetsykers,
and employees, 4) networking in the Nevada Chamber of Commerce, 5) businésssact
and interests (achievement-motivation and entrepreneurial selfegffi@ad 6) community
perceptions, and 7) personal information. See Appendix A for the complete questionnai

When operationalizing variables, previous scales and measurement®mngriteci
to determine the most appropriate aspects and indicators of the key conqaptadiA B
provides the indicators used to measure network value, achievement-motivation,
entrepreneurial self-efficacy, and community participatory structurgh e exception of
the measurement constructed for network value, all other scales used in thestudgare
based on similar scales that have been found reliable in past studies.

Entrepreneur is operationally defined as a business owner-operatompré&mreship
was determined by the first question on the questionnaire, “are you the owner ofes&2isi

An affirmative answer indicated an entrepreneur. Of the 92 respondents whedédhe
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survey, approximately 85% of them were entrepreneurs (n=78) and the remaireder we
managers, not owners.

In the first section of the questionnaire, entrepreneurs were asked basioripue
about their business ownership status, including the length of business ownership, the
ownership arrangement, the decision to start a business, and plans for growth. Ene answ
to the question about plans for growth were used to determine growth strategyditreisys
2a. Respondents were asked to mark the statement that described their businessagr®wth pl
in the next five years. Those who responded, “I want to expand my business” or those who
indicated that they wanted to both “expand” and “sell” were coded as “pro-growth
entrepreneurs.” Those who responded that they planned to “downsize,” “sell,” “close,” or
“did not plan to change the size of the business” were coded as “no-growth ewuvepre
The question asking respondents to state how long they had owned their business was used to
test hypothesis 2b.

Participants were also asked to rate the importance of receivingediffgpes of
support and resources in operating and maintaining their businesses. Indicasosiafes
and support included having emotional support, such as encouragement, praise, and
recognition; having practical support, such as advice, ideas, or information on how to run a
business; having referrals to new customers; having information on potential s @plce
having business resources, such as financing and equipment. Participants aeedbasgk
these particular resources and support because the literature suggsstes gaient
“capitals” potentially offered in networks that would be beneficial to entneyis (Sequeira

et. al 2007; Fortner 2006). The following three sections of the survey then measured the
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value of social networking, based on the degree to which different types of networks’
provided these same five types of support and resources.
Networks

Part two of the questionnaire asked respondents to rate whether theirielode dnd
family (strong ties) offered those five types of resources and supporthiearand four of
the survey measured the resources and support that respondents received frons @fo type
“weak tie” networks: informal weak ties include business contacts, empgloyee
coworkers; and formal weak ties include the Local Chamber of Commerceesptindents
were asked to answer part two and three of the questionnaire regardingdhgitiss and
informal weak ties, and only entrepreneurs who indicated membership in the Clodmbe
Commerce were asked to answer part four of the questionnaire. Thesermdtatrong
and weak ties are based on Granovetter’s (1973) suggestion that tie stnengdbs
measured based on the degree of emotional intensity and the frequency of contaxetiahd s
past studies that have used similar indicators of weak and strong ties (Seqjuaig907;
Grossman 2006; Singh 2000, p.53).

Network value, defined as the degree to which an entrepreneur believes that a given
social network offers resources and support, was measured by three séésraEgR See
Appendix B for the survey indicators for each type of network and the statemehts use
measure network value. For each network, participants were given statanatked to
rate the degree to which they actually received resources and suppadiidsam
relationships. They responded to the following statements for each networktyfrayf
network contacts] provide me with emotional support, such as encouragement, praise, or

recognition;” “my [.....] provide me with practical support for my business, such aseadvic
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ideas, or information on how to run my business;” “ my [...] refer new customers to my
business; “my [...] provide me with information on potential suppliers; and “my [....]
provide me with business resources, such as financing or equipment.” These resaources a
support are indicated in the literature as being beneficial to entrepsem&lpotentially

offered by networks (Granovetter 1973; Casson & Giusta 2007; Decarolis & B&0p&;

Birley 1985). Using a Likert scale design, the response categorgedrinom 1, strongly
disagree to 5, strongly agree.

In another study, network value was measured by a “mythical bonus” approach. Each
respondent was asked to distribute a pool of $1000 to contacts that they identified as valuable
to their business. Contacts that received at least $50 were considered v&luzdsgenfin
2006; Grossman, Yli-Renko, & Janakiraman 2007). The advantage of this approaclt is that i
is a more direct measure of network value, allowing the respondent to decide whobh&evalua
to them, rather than using constructed indicators of resources and support andnpireskbte
categories of relationships.

In the present study, an indirect measurement was used because it is m@te concr
and calculable. Three scales were created by using responses from tisetsainfige
statements for each network. In creating the scales, a varimax fadi@isanas conducted
to determine whether responses to the five statements were generalliecbosigrhether
multiple components existed, which would warrant the creation of separas. sEalctor
analysis revealed two components for both strong tie and informal weak tie networks;
however, there was only one component in the set of statements about the formal weak tie
network. Because the three networks are being compared to test hypothegdbe 1la-c

decision was made not to separate strong and informal weak tie networks into the
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components revealed by the factor analysis. All five statements weréouseate averaged
scales for each of the three networks. This was done to ensure consistiecstatements
so that the respondents’ scores for each network could be compared.

For each network, a scale was created by adding and averaging respondeets ans
about the degree to which each netwoartvidedthe five types of resources and support.
These scales were used to test hypothesis 1a and 1c. The possible scalargmxdsom
one, representing the lowest network value, to five, representing the highestknedlue.

In order to test hypothesis 1b, three weighted network scales were ated .cr®eale scores
were calculated by weighting tlmportanceof having various types of resources and
support on the degree to which each type of network actuailydedthe corresponding
types of resources and support. Entrepreneurs’ raw score for the degnpertdmnce of a
given type of resource or support was multiplied by their correspondingore/ for the
degree to which it was provided by a given network. For each network, the resulting
products (for each type of resource or support) were then summed and avéitsged.
possible scores on the weighted scales ranged from one, lowest, to five, highés2 Ta
presents the alpha scores, as well as the mean, median, and range for each scale
Achievement-Motivation (AM) Scale

In locating questions to measure achievement-motivation, David McClaland’
definition of achievement-motivation was considered. In the present study, achidve
motivation is defined as the degree to which an entrepreneur strives for highaperson
performance. Schuler, Thornton, Frintrup, & Mueller (2004) developed a 17-igden sc
achievement-motivation inventory. The scale’s importance to the presentssiisdy

specification of the dimensions of achievement-motivation: avoiding failure, drivent
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confidence in abilities, high level of work activity, goal setting, intemafivation, enjoying
challenges, persistence, and pride in accomplishments. Based on these dimensions, the
following three indicators were created for the survey: “I enjoy ehglhg tasks,” “I am

proud of my accomplishments,” and “I like getting feedback on my performance.” The
remaining three measures of AM were adapted from a similar, but shotéecrszded by
Maya (2008): “I put forth the necessary effort to achieve my goals,” Higatgoals and
expectations for myself,” and “I am eager to learn new things.” Respoeg®as ranged
from 1 representing “strongly disagree” to 5 representing “strorgyges’ Appendix B
provides the definition of achievement-motivation, the survey statementaehatire the
concept, and the descriptive statistics for each survey indicator.

When creating the scale for the present study, a varimax factor anegsis
conducted. Because it did not reveal multiple components from the set of surveynguesti
all six statements in the questionnaire were used to create an avex@ged®ssible scale
scores range from 1, representing the least agreement to 5, representingtthgreement.
The alpha reliability score for this scale was 0.81. See Table 2 for ttrgoties statistics.

Entrepreneurial Self-Efficacy (ESE) Scale

Adapting Bandura’s (1977) definition to the present study, entrepreneslfial s
efficacy is defined as an entrepreneur’s belief in his/her ability tplstentasks related to
operating and maintaining a business. Several previous scales used to measure
entrepreneurial self-efficacy were consultéal.her measure of entrepreneurial self-efficacy,
Sequeira (et. al, 2007) includes an extensive set of tasks related to opelatgigess. She

asks entrepreneurs to rate their ability to perform these tasks, such asdatvesthe
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market for a new product of service,” “accurately estimating the sagesvenues and
costs associated with the business,” and “preparing projected finan@aietds.”

The questionnaire in the present study used a shorter scale of similar thsksstha
developed by Mueller & Conway (2008Jhey measured ESE by asking respondents to rate
themselves against their peers in completing tasks related to enguagtep: solving
problems, managing money, being creative, persuading people, being a leadekiagd ma
decisions. Adapting a similar list of tasks, respondents in the current studsiskeceto rate
their own ability to “solve problems,” “manage money,” “find capital,” “maleeisions,”

“be a leader,” and “recognize business opportunities.” These tasks were chaaese heey
are associated with owning a business and are likely relevant to most businass owne
Response categories ranged from 1 representing “no ability” to 5 repngsentich

ability.” Appendix B provides the definition and operationalization of entreprenhaeifa
efficacy, as well as descriptive statistics for each indicator on the suseeiyto measure the
concept.

A varimax factor analysis indicated two components in the set of sixngtate. It
showed that the statements regarding “managing money” and “findingltay@te separate
from the other four statements. Based on the results of the factor anady#ie @omments
of some respondents, who replied that managing money and finding capital wetevaoitre
to their business, the decision was made to remove these two statements wingntibeea
scale. Respondents’ answers to the other four statements were summedagetidoe
create a scale with possible scores ranging from one, representingstheléty, to five,
representing the most ability. The reliability for this scale was Ol'dble 2 shows the mean,

median, and range of the scores.
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Community Participatory Structure (CPS) Scale

Community participatory structure is defined as the degree to which an individual
perceives the community as being welcoming of citizen involvement. Wokki(1991)
outlines five dimensions of community well-being: distributive justice, whickrsdb
human equality and equal exchanges; open communication, which refers to thrasffic
honesty, and authenticity of channels of communication; tolerance, defined asefkaace
of differences and diversity among people; collective action, which refersrkong toward
common goals and interests; and communion, defined as the selfless participation in
community activity. These five dimensions are believed to be a good indicator of
community participatory structure, because they capture the esseheenaitoming
climate that may encourage people to become involved and form relationshigmsois
dimensions were adapted by Korsching, Lasley, & Roelfs (2004b), who iddntitlicators
and created a “community generalizing” scale. Drawing from Wilkinsoriisitiens and
scales that other scholars use to measure similar concepts, Korddhlirtas developed
three Likert-scale statements to measure each of Wilkinson’s dionendDue to space
constraints on the survey, only two of Korsching’s indicators were used to meashre
dimension in the present study.

On the survey, respondents were given ten statements and asked to rate their
community, with response categories ranging from strongly disagysteongly agree. The
statements on the survey and the dimensions they represent are as tdisiesitive justice
— “all sides of important issues that affect the community are given castsaeiein making
decisions” and “community leaders treat all groups equally when makingjadecon

allocating community resourcestblerance— “newcomers are always welcome” and “people
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of all backgrounds feel welcome to participate in community activitasiéctive action —
“local businesses, organizations, and government agencies work together to improve the
community” and “people have a strong civic spirit to make it a better placeetodpen
communication —‘l am able to have an input into decisions that affect the community” and
“residents are not afraid to voice their concerns about community problemsé@meunion
—“people enjoy each others’ friendship” and “people can count on each other whendtiey ne
help.” Appendix B provides the dimensions of community participatory structure, theysur
statements used to measure the concepts, and the descriptive statigtesidicators.

A varimax factor analysis was conducted to determine which statements should be
included in the scale. The factor analysis only revealed two components iofstka five
that would have been expected based on Wilkinson’s dimensions, and the two indicators on
one of Wilkinson’s dimensions fell between the two components. Because of this, the
decision was made to include all ten statements in the scale. Respomsteften-item
scale were summed and averaged for each respondent, with potential sgpngsfram 1

to 5. The reliability of the 10-item scale is 0.89. See Table 2 for the desrat#tistics.
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Scale

Number of
Indicators
in Scale

Reliability
of Scale

(o)

Mean
Score

()

Median

(M)

Min

Max

Range

Networks (H1a, ¢)

Strong Ties (close
friends and family)

75

0.682

3.061

1.8

3.2

Informal Weak Ties
(business contacts,
coworkers, and
employees)

75

0.760

3.296

3.4

Formal Weak Ties
(Chamber of
Commerce)

52

0.816

2.546

2.6

Weighted Networks
(H1b)

Having Resources &
Support

77

N/A

3.436

3.6

Strong Ties (close
friends and family)

74

N/A

3.250

3.3

1.8

3.2

Informal Weak Ties
(business contacts,
coworkers, and
employees)

74

N/A

3.365

3.5

Formal Weak Ties
(Chamber)

51

N/A

3.012

1.7

2.3

Achievement-
Motivation (H3b)

AM

78

0.813

4.267

4.167

3.33

1.67

Entrepreneurial
Self-Efficacy (H3a)

ESE

78

0.762

4.317

4.25

Community
Participatory
Structure (H3c)

CPS

10

76

0.896

3.215

3.3

15

4.8

3.3
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CHAPTERIV. RESULTS

The survey data were analyzed using Predictive Analytics Softwa@\PAa
computer program used by social scientists to statistically analynétgtiae data.

Descriptive statistics and statistical tests were conducted: tih¢elsypotheses. The results
are as follow:
DESCRIPTION OF NEVADA ENTREPENEURS

The survey sample consisted of 92 respondents, seventy-eight (85%) of whom were
entrepreneurs. Table 3 shows the demographic, business, and community-related
characteristics of entrepreneurs. The average Nevada entrepespaurdent is 53 years old
and has completed 15.5 years of education, or approximately three-and-a-fsatff yea
college. Approximately 75% of entrepreneurs are male (n=59), while theregh25% are
female (n=19).

The median number of businesses that Nevada entrepreneurs currently own is one
and they have been business owners for an average of 19 years. Forty-fiveefx@%y
sole-ownership of their business, twenty-one (27%) of the businessesamdyedwned,
three (4%) were franchises, and nineteen (24.7%) businesses were “othens suc
corporation or partnership. The majority of entrepreneurs (n=51 or 66%) started the
business from scratch, while the remaining entrepreneurs purchased it (r2724)asr
inherited it (n=3 or 4%). Responses about the decision to start a business were evenly
distributed, with approximately 30% (n=23) indicating that the desire to dtadiaess came
first before the search for opportunities, 38% (n=29) responded that the opportuogees a

before the desire to start a business, and the remaining 32% (n=24) indicatedleat
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choice was applicable. Referring to the mailing list, which included responfesisess
addresses and the types of businesses as indicated from the online phonebook, respondents
own businesses in a variety of sectors. The types of businesses they ownrastiug@ants,
bars, convenience stores, clinics, hardware, hair salons, real estate, bangsddutilding
repair, sanitation, skilled labor, professional services, and gift stiagsrepresent insurance,
manufacturing, financial, legal, agricultural, recreation, and healtbrsetWhen asked
about their personal attachment to their business, approximately 74% (n=56) pfes@ues
reported that their business was both a “way of life” and a “business,” whilernE8)(of
respondents regarded it as only a “business” and 8% (n=7) of respondents viewedyibas onl
“way of life.”

Sixty-three (81%) of the entrepreneurs are residents of Nevada, anerage they
have lived in the town for 29 years. They participate in approximately two locehanity
organizations. Sixty-four percent of entrepreneurs were current meafleeslocal
Chamber of Commerce (n=48). The majority, forty-eight (62%), responded thataheey w
“attached” or “very attached” to the community, while fifteen (20%) Wsoenewhat

attached,” and fourteen (18%) indicated “very little” or “no attachment.”
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Table 3: Description of Nevada Entrepreneurs

Valid Mean | Median Standard
Frequency | Percent (x) (M) Deviation (o)
Entrepreneurs in Sample 78 85.0%
Demographic Characteristics
Age (years) 52.8 54 9.3
Education (years) 15.5 16 2.9
Male 59 75.6%
Female 19 24.4%
Business Characteristics
Number of Businesses Owned 1.8 1 2.2
Length of Ownership (years) 19.3 15 13.8
Sole-Ownership 45 58.4%
Family-Ownership 21 27.3%
Franchise 3 4.0%
Other: Corporation, Partnership 19 24.7%
Started from Scratch 51 66.2%
Purchased 21 27.3%
Inherited 3 3.9%
Business is both "way of life" and
"business” 56 73.7%
Community Involvement
Resident of Nevada 63 80.8%
Length of Residency (years) 28.7 30 154
Organizational Memberships 2.2 2 1.9
“Attached” or “Very Attached” to the
Community 48 61.5%
Chamber of Commerce Member 48 64.0%
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NETWORK VALUE

Comparison of Networks by their Perceived Ability to Offer Resources (H1a, H1c)

Networks vary in their abilities to offer entrepreneurs differgmésyof support and
resources, including emotional support, practical support, referrals to custamf@mation
on suppliers, and business resources. Table 4 shows the percentages of respaaenits’ le
agreement and the means for each resource and type of support. When comparing, networks
the means for informal weak ties are highest for all types of resourcesutts except for
emotional support which was highest for strong ties. Respondents highly rateeeall thr
networks on their ability to provide emotional support, practical support, and referrals t
customers; however, to varying degrees, all three networks were legs pbbvide
information on suppliers and business resources, such as financing and equipment. When
analyzing networks individually, strong ties are most able to provide emotional sapgor
referrals to customers. Sixty-nine percent and 62% of respondents agreedgly stgreed
that strong ties provide emotional support and referrals to customers, respeivine
three networks, informal weak ties are most able to provide referrals to eustogighty-
one percent of respondents agreed or strongly agreed that informal wealetresl re
customers to their business. Emotional support, practical support, and referralsrtecss
are provided by formal weak ties, but to a much lesser extent than other netwakm@yr

or strong agreement was 33%, 36%, and 37%, respectively).
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Table 4: Level of Agreement that Networks Offer Different Types of SuppaiiResources
(Percentage of Respondents and Means)

Standard
Strongly Disagree/ Strongly Agree/ | Mean | Deviation
Disagree Neutral Agree (x) (o)
Strong Ties
Emotional support 6.4% 24.4% 69.2% 3.90 0.92
Practical support 25.6% 39.7% 34.7% 3.14 1.03
Referrals to customers 10.2% 28.2% 61.6% 3.62 0.98
Information on
potential suppliers 49.4% 38.7% 12.0% 2.43 1.03
Business resources 62.7% 26.7% 10.7% 2.16 1.08
Informal Weak Ties
Emotional support 9.3% 34.7% 56.0% 3.60 0.89
Practical support 16.0% 30.7% 53.4% 3.48 1.02
Referrals to customers 5.3% 13.3% 81.3% 3.99 0.81
Information on
potential suppliers 30.7% 34.7% 34.7% 2.96 1.18
Business resources 48.0% 32.0% 20.0% 2.45 1.20
Formal Weak Ties
Emotional support 21.2% 46.2% 32.6% 3.10 0.91
Practical support 48.1% 36.5% 15.4% 2.54 0.92
Referrals to customers 28.8% 34.6% 36.5% 3.08 0.95
Information on
potential suppliers 73.0% 23.1% 3.8% 2.12 0.76
Business resources 82.6% 15.4% 1.9% 1.90 0.72
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Average scores on the scale created using the five measures obtheagsind
support indicate that networks are moderately beneficial to entrepreneitinspodsible
scale scores ranging from one, indicating the least agreementsihatces and support were
provided, to five, indicating the greatest agreement, the average scaléosdnformal
weak tie networks (business contacts, coworkers, and employees) was3.34(, strong
tie networks (friends and family) 3.06 €0.67), and formal weak tie networks (chamber of
commerce) 2.55(=0.65). Appendix C provides a graph of the mean values of the three
networks.

The frequency distributions of individual respondents’ average scores for each
network generally follow a bimodal curve, with modes falling slightly above alosvlibe
median. Most respondents either rate networks slightly higher or lower, batthetmiddle
as would be expected in a normal distribution. There are also differences inga®fa
values for each network. No respondents gave strong tie networks the lowdsdepadse
score, and no respondents gave formal weak tie networks the highest possibleovalue sc
Most scores fall above the median for informal weak ties, at the medianoiog ses, and
slightly below the median for formal weak ties. Appendix D provides frequestijbdition
charts.

It was hypothesized in Hla that weak tie networks are perceived by entreprameur
more beneficial than strong tie networks. Hlc hypothesized that entresrpeecgive
informal weak tie networks to be more beneficial than formal weak tie netwariks. |
therefore expected that informal weak ties will be most beneficial, fetldwy formal weak
ties, and strong ties. A paired samples t-test was conducted to determine whether

entrepreneurs’ mean scores for each of the three networks significafetgdidind whether
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these differences were in the hypothesized direction. The results intattieet mean

network value for informal weak ties is significantly greater than th@mvalue for formal

weak tiesf(51)=6.46<0.000, and the mean value of strong ti€8})=2.86,0=0.006. The

mean network value for strong ties was significantly greater than thevakee for formal

weak tiesf(51)=5.86,<0.000. Table 5 provides detailed results of the paired samples t-tests.
These results confirm that, of the three networks, informal weak ties areshéeneficial

to entrepreneurs, followed by strong ties, and least beneficial are fogaklties. There is

partial support for Hla because informal weak ties were indeed more kadribfiai strong

ties; however, formal weak ties were unexpectedly less beneficialttbag ses. Hlc is
supported because informal weak ties provided resources to a greater extenttblan for

weak ties.
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Table 5: Results of Paired-Samples T-Tests for the Comparison of Netalri V

Standard
Comparison Mean Deviation
Groups N Mean Difference (o) t p
Strong | Informal | Formal
Ties Weak Weak
Ties Ties
Strong Ties/
Informal Weak 75 | 3.06 3.30 -0.23 0.71 -2.86 | 0.006**
Ties
Weighted Scale | 74 | 3.25 3.36 -0.11 0.36 -2.77 | 0.007**
Informal Weak
Ties/ Formal 52 3.37 2.55 0.82 0.92 6.46 | 0.000***
Weak Ties
Weighted Scale | 51 3.43 3.01 0.42 0.46 6.46 | 0.000***
Strong Ties/
Formal Weak 52 | 3.14 2.55 0.59 0.73 5.86 | 0.000***
Ties
Weighed Scale | 51 | 3.32 3.01 0.31 0.36 6.05 | 0.000***

** n<0.01, *** p<0.001

Comparison of Networks by the Perceived | mportance of Resources they Offer (H 1b)
Entrepreneurs indicated that having resources and support was important in

maintaining and operating their businesses (see Table 6 for the results). Wiitthepsasale

scores ranging from one, indicating the least agreement that resauifcagoport were

provided, to five, indicating the greatest agreement, the average scalerstioee

importance of resources and support was 344(.76). Separate analysis of the means for

each indicator shows that having referrals to new customers was perceimest asportant

to entrepreneurs (x=4.44,=0.93), followed by business resources, such as financing and

equipment (x=3.465 =1.25), practical support, which referred to advice on how to run a

business (x=3.2'& =1.16), emotional support, such as encouragement and praise (=3.18;
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=1.16), and lastly, information on potential suppliers (x=20841.28). Table 6 provides the
percentages and means for responses on the importance of different types ofsesaair

support.

Table 6: The Importance of Having Different Types of Support and Resourcesr{fage of
Respondents and Means)

Not Important/ Important/ Standard

Slightly Moderately Very Mean | Deviation
Important Important Important x) (o)
Emotional support 29.5% 25.6% 44.8% 3.18 1.16
Practical support 25.6% 17.9% 56.4% 3.27 1.16
Referrals to customers 5.2% 7.7% 87.2% 4.44 0.93

Information on potential

suppliers 40.3% 28.6% 31.2% 2.81 1.28
Business resources 23.1% 21.8% 55.2% 3.46 1.25

To test H1b that resources embedded in weak tie networks are perceived to be more
important than the ones embedded in strong ties, a weighted scale for each nesvork w
created using individuals’ responses to the five survey questions about the impoftance
having various types of resources and support and their responses about the degrée to whic
each type of network actually provided those resources and support. Creatingaveight
scales increased all three of the original network value means,ngsnla 0.45 increase in
the formal weak tie mean, a 0.2 increase in the strong tie mean, and a 0.05 increase in the
informal weak tie mean. Appendix C provides a graph showing the mean differenbes on t

weighted scales.



64

A paired samples t-test was conducted to compare the mean weightedees s
each network. This statistical test yielded the same reslief@®, showing only partial
support for H1b. The results indicate that the mean weighted network value for informa
weak ties was significantly greater than the mean for formal viesk(50)=6.46 <0.000,
and the mean for strong tie§/3)=2.77 p=0.007. However, contrary to the hypothesis, the
mean network value for strong ties was significantly greater than thevakee for formal

weak tiesf(50)=6.05,p<0.000. Table 5, shown previously, displays these results.

EXPLANATIONS FOR WEAK TIE NETWORKING
Growth Strategy (H2a)

Thirty-six percent (n=27) of the respondents are “pro-growth” entneprs, as
indicated by plans to expand the businesses in the next five years. The remaining 64.5%
have no plans for growth (n=49). Independent samples t-tests were coridustatliate the
hypothesis that pro-growth entrepreneurs perceive greater benefits dieveetworks than
no-growth entrepreneurs. These tests compared the mean network valuegawtig-and
“pro-growth” entrepreneurs on both of the weak tie networks. Although there malle s
differences in the comparison groups’ means for informal and formal weakwerks,
neither was statistically significant. Table 7 provides detailed results for this statistical test
and all others that follow.

Length of Business Ownership (H2b)

To test the hypothesis that length of business ownership is positively reldbed t

perceived value of weak ties, Pearson zero-order correlations were cdngpuoteasure the

strength and the direction of the relationship between length of ownership and weak tie
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network value. The correlations for both weak tie network variables were weak and
insignificant. Table 7 shows correlation results, and Appendix E provides graphs of the
correlations for each network.

Entrepreneurial Self-Efficacy (H3a)

Pearson zero-order correlations were computed to evaluate the hypibthiesis
entrepreneurial self-efficacy (ESE) is negatively related tpéneeived value of weak tie
networks. Although the correlation for informal weak ties wagsificant, the relationship is
not in the hypothesized direction£ 0.374,p = 0.001); that is, higher levels of self-efficacy
are associated with stronger perceptions that informal weak tieslaablea Correlation
analysis for formal weak ties and ESE showed a very wealknaigdificant relationship in
the opposite directiorr € -0.01,p =0.94). See Table 7 for additional details of this analysis
and Appendix E for graphical representation of the correlations.
Achievement-Motivation (H3b)

Pearson zero-order correlations were also conducted to calculatiatioasaip
between achievement-motivation (AM) and the perceived value of weakwierks. The
hypothesis predicted a negative relationship between the variables. Stilaresults for
ESE, correlation analysis showed gnificant positive relationship between AM and
informal weak tiesr(= 0.32,p = 0.005). This does not support the hypothesis, showing
instead that entrepreneurs with higher levels of achievement-motivationvpentermal
networks as more valuable. The correlation between formal weak ties and #\M tua
hypothesized direction, but the relationship waissignificant (r = -0.164,p = 0.245). See
Table 7 and Appendix E. It should also be noted that additional analysis revealed a

significant positive relationship between strong ties and AM (0.273,p = 0.018).



Perceptions of Community Participatory Structure (H3c)

The final hypothesis examined the role of community perceptions in explainakg we
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tie networking, predicting a positive relationship between entreprensensption of

civicness within the community and their perceived weak tie values. TheoRearo-order

correlation testlid not find a significant relationship between the perceived community

participatory structure (CPS) and informal weak tres 0.007,p = 0.95). However, in

support of the hypothesis, there is a strongsagrdficant positive relationship between CPS

and formal weak tieg & 0.448,p = 0.001). See Table 7 and Appendix E.

Table 7: Results of Statistical Tests for Factors that Affe@R/Mée Networking

Direction of
Relationship
as df or
Statistical Test | Hypothesized t N r p

Informal Weak Ties

Independent
Growth Strategy (H2a) Samples T-Test Yes 0.735 | df=71 0.465
Length of Business Zero-order
Ownership (H2b) Correlation No n=74 | -0.095 0.419
Entrepreneurial Self- Zero-order
Efficacy (H3a) Correlation No n=75 | 0.374 | 0.001***
Achievement-Motivation Zero-order
(H3b) Correlation No n=75 | 0.320 | 0.005**
Community
Participatory Structure Zero-order
(H3c) Correlation Yes n=73 | 0.007 0.950
Formal Weak Ties

Independent
Growth Strategy (H2a) Samples T-Test No -0.450 | df=48 0.654
Length of Business Zero-order
Ownership (H2b) Correlation Yes n=51 | 0.096 0.504
Entrepreneurial Self- Zero-order
Efficacy (H3a) Correlation Yes n=52 | -0.010 0.942
Achievement-Motivation Zero-order
(H3b) Correlation Yes n=52 | -0.164 0.245
Community
Participatory Structure Zero-order
(H3c) Correlation Yes n=51 | 0.448 | 0.001***

** p<0.01, **p<0.001
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Finally, partial-order correlations were also calculated to exathie relationships
between the independent variables and the raw network value scores aftélimgpior the
effects of several demographic and business variables: education, agdivgean Nevada,
number of businesses closed in the past, number of current businesses, sole business
ownership, and perception of business as a way of life. Controlling for these variables only
minimally affected the strength of the zero-order correlations. Tindisant zero-order
correlations, found in Table 7, remained significant, and no changes occurred in the non-
significant relationships, except for two control variables on achievement-ttizad
formal weak ties. The relationship between achievement-motivation and fornkalievea

value became significant after separately controlling for yased In Nevada and education.
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CHAPTER V. DISCUSSION

Business owners have a moderately high need for resources and support in operating
their businesses, and they receive resources and support from multiple perddnadiaess-
related connections: close friends, family, business contacts, coworkptsyees, and the
Chamber of Commerce. A mixture of network ties is probably optimal; however,utlis st
found that informal relationships are particularly important. Informal nésvair both
strong ties (friends and family) and weak ties (business contacts, coworkeesnployees)
were more valuable in providing entrepreneurs with resources and support than formal
organizational membership in the Chamber of Commerce. Entrepreneurs seeaygrizeec
this and look to friends, family, and business contacts for assistance. When asked how often
they rely on various relationships to get support and resources for their business, 36% said
they rely often or very often on business contacts, workers, and employees, y1 8%eredr
very often on friends and family, and 14% rely often (no respondents indieaiedften) on
the Chamber of Commerce. Although it provides entrepreneurs with fewer esanct
support than other networks, it nevertheless appears that entrepreneurz ecsoa
benefit of the Chamber because the majaitthem who answered the survey are members.

The findings show partial support for Granovetter’s “strength of weakgesyt’

(1973). The three networks examined in this study significantly differ inpleeteived
ability to provide entrepreneurs with resources and support; however, only infoeaial w
ties and formal weak ties behaved differently. Informal weak ties werevaluable than
both formal weak ties and strong ties; however, formal weak ties westekzzeficial. The

fact that informal ties, both strong and weak, were more valuable to entrepreneurs tha
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formal weak ties suggests that the structure of a network is a more impartanttan tie
strength when examining network value. Because differences exist inubeotdifferent
types of weak tie relationships, careful attention should be given when defimdng
measuring networks. Researchers should take into account the differences bietaee
relationships when conceptualizing weak tie networks and categorizing diffgpentof
relationships.

The second part of the study applied two different perspectives — the economic and
the social psychological — to identify and examine factors that megt afeak tie
networking. Of all five factors examined in this study, including length ohlegsi
ownership, growth strategy, entrepreneurial self-efficacy, achievemantation, and
community perceptions, only the three social psychological factors wergcsigt in
explaining the value that entrepreneurs received from networks. The soclalpgycal
perspective was supported, but not the economic perspective. The social psyahologic
factors (achievement-motivation, self-efficacy, and community p&ores) were correlated
with either informal or formal weak tie networking, but the economic fa¢tength of
business ownership and growth strategy) were not.

If entrepreneurs strategically shape their networks to get the optixalf resources
as the economic perspective hypothesized, the results should have found stgnifica
relationships between the economic factors and network value. However, this does not mean
that the economic perspective should be altogether dismissed. Other studies have found tha
entrepreneurs do strategically develop relationships and have suggestedttheflen
ownership and the desire to expand the business as factors (Elfring & Hulsink.26ioder

& Dowling 2003; Stam & Elfring 2006; Ramachandran & Ramnarayan 1993; Zhao & Aram
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1995; Ostgaard & Birley 1994; Chu 1996; Hite & Hesterly 2001; and Larson & Starr 1993).

The motivations of Nevada entrepreneurs and the community where they choose to
reside may explain why economic variables were not related to the valeaktias. Most
are “no-growth” entrepreneurs who have owned a business for more thardfisdtipere
was not a wide variation among respondents on those two variables). A small communi
like Nevada may attract entrepreneurs who are not strictly seeking lsusppestunities.
The majority of Nevada entrepreneurs indicated that they were content awttaming the
current size of their business and did not wish to expand, suggesting that they were not
generally profit-driven. Many also indicated that they viewed theinbas as not only a
“business,” but also a “way of life.” These motivations for owning a business ffayindli
an urban setting, a context which may attract entrepreneurs who ardlprs@aking
opportunities for their businesses.

Several factors influence the benefits that entrepreneurs gain fraorket The
study showed that entrepreneurs’ perceptions of network value are diityerdnstructed
based on the type of relationship. The psychological factors (achievemew&trootand
self-efficacy) were related to the perceived value of informakwees, but not formal weak
ties in the Chamber of Commerce. Community perception (community participatory
structure) was related to the perceived value of the Chamber of Comnéranet informal
relationships with business contacts. These findings may be explained byndiéfe in the
context of the networks. The Chamber of Commerce is an organization within the broader
community, so it makes sense that community perceptions would be related to patnepre
perceptions that formal weak ties offer resources and support. In conticasbal weak ties

are personal relationships, and therefore, individual level factors, such asesrduepr
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abilities (self-efficacy) and goals (achievement-motivation), wakély play a larger role in
evaluating resource exchanges with informal business contacts.

Contrary to the hypothesis, this study found that informal weak tie value was
positively, not negatively, related to self-efficacy and achievement+atiotn. This suggests
that high self-efficacy and achievement-motivation actually encowstgepreneurs to
network with business contacts, coworkers, and employd@s.was surprising, considering
that some entrepreneurship researchers have argued that independendeaizhsel
impede networking (Zhao & Aram 1995; Fortner 2006). Pre-testing interciemdcted
with business owners also indicated that independence and self-reliance weuhdative
implications for developing business networks. One business owner with a strong sense of
ownership said that she did not want unsolicited help from family or business contacts
because the business was her “baby” and she wanted to make all the decisions \Wwih®ut ot
telling her what to doAnother reported a similar sentiment during pre-testing, stating that
he did not want unsolicited help from other people and that he wanted to make his own
decisions about his business.

There are several explanations for why AM and ESE were positively dedelih
informal weak tie value. The most likely explanation is that these conoceymiy slidn’t
capture the core traits of independence and self-reliance that presumalulg ingak tie
networking. Perhaps ESE and AM are not indicators of independence and setlerddiat
rather a motivation to succeed. For instance, an entrepreneur may belieretisehighly
competent to complete all the tasks associated with operating a businessb{EShe may
also acknowledge that other people can assist her. Similarly, an ergrepréno strives for

high performance (AM) may acknowledge that other people inside and outssieiais
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circle can help him to reach his goals by providing access to valuable resandce
opportunities. Thus, personal networks are not viewed by entrepreneurs as an enpexlim
their independence or as a sign that they aren’t able to make their own bdstisgss, but
rather as a way to improve their business and expand their own competencies.

Another likely explanation is that social interaction, in itself, shapesmetieurs’
traits. This research assumed that the lines of causality flowed fronditelual level to
the social level; however, the reverse relationship could also exist. The symtskction
perspective acknowledges that social interaction shapes and redefinesvideaisli
perceptions of self (Mead 1962), which could explain the positive relationships between AM
and ESE and informal weak tie value. For example, the majority of entreprermicased
that their informal weak ties provide practical and emotional support, suggésting t
informal weak ties may be mentors. Perhaps the encouragement provided by business
mentors boosted entrepreneurs’ confidence in their personal abilities §&&Eispired
them to set goals for themselves, take pride in their accomplishments, learonfiodtc
challenges (AM).

Another explanation for the results is that the measurements of ESE and AM simply
did not capture the core traits that would distinguish respondents from each other. It
interesting that entrepreneurs displayed high levels of AM and ESE and nonedéhei
lowest scale scores (one or two). Although the characterization gbrmtegirs as above
average in efficacy and motivation is warranted, as they have been alaeagerhe
responsibilities associated with operating a business, it is neverthel@ssisgithat there
was not more variance in these traits. It is possible that respondents o\stesstimair

attributes and abilities because they did not want to admit their weaknesisemselves or
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others. It should also be noted that AM and ESE are significantly correldieeach other
(r = 0.494,p<0.001), meaning that entrepreneurs in this study who rate themselves as
personally competent in performing tasks are also highly goal-oriented.

The findings confirm the hypothesized positive relationship between permspfi
the community’s participatory structure and formal weak tie value. That ifypos
perceptions of the community are associated with high ratings of the valueGifah®er of
Commerce. Social capital theory has given attention to elements ajmshags,
particularly trust and reciprocity, that can gradually develop asaesdtips become more
intimate and interaction more frequent. A likely explanation for the vbdeelationship is
that entrepreneurs who have positive perceptions about the community’s participatory
structure become more actively involved in the Chamber, and as a result, theaceiee
more resources from it. Having positive perceptions of the community could mirimize
perception of risk associated with participating in the Chamber (the costsassd with

membership, the uncertainty of the extent to which it will have available resdaroffer

entrepreneurs, and the impersonal nature of the interactions), which, in turn, encourages

entrepreneurs to ask the Chamber for help and utilize the services it offensto€sdly,
having received useful resources from the Chamber of Commerce may reinforce
entrepreneurs’ existing perceptions that the community is a place welsertaces are equally
distributed, people interact, and everyone has opportunities to participate in de@&iog-

In other words, engaging in interaction within the community shapes entrepteneurs

community perceptions, which in turn, reinforces involvement in community organizations

(Wilkinson 1991).
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It is important to mention that the Chamber of Commerce was, overall, paedy ra
among entrepreneurs as providing support and resources. Not only did it have a lawer me
network value than the other networks, but it also did not stand out as being strong in
offering any particular resource. On all of the five types of resountesupport measured,
the majority of respondents indicated a neutral response, disagreed, or stromgbedisiaat
the resources were provided by the Chamber. Regarding the questions abougreceivin
information on potential suppliers and business resources, less than 4% of respondents
agreed and none of them strongly agreed.

Several respondents wrote negative comments about the Chamber on the
guestionnaire, saying that it has not done enough to promote business growth, it is an
“expensive bulletin board” that is not useful, and it is “close-minded” and does parhall
business owners. The two former comments about the Chamber’s genésatiuezfess in
assisting entrepreneurs is supported by the present study, which foundréyateeurs
generally perceived receiving limited resources and support; however this bannot
definitively confirmed because the Chamber is multi-dimensional and thisestachined
only one aspect of the organization. The latter comment, which suggestsasontesin
exhibited by the Chamber in distributing resources, does not initially sebensupported by
the data. The poor ratings of the Chamber are generally shared among Chamibersme
In addition, the observed positive relationship between the perceived community
participatory structure and Chamber value suggests that entrepremditystaobtain
resources from the Chamber is perhaps attributable to their own efforktassestance from

the organization.
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Nevertheless, there may be some bias in the value of the Chamber when itocomes t
who feels empowered to ask for resources or who believes that the organizaticohaese
that they will actually be offered. To investigate further, additional-peder correlations
were conducted between the perceived value of the Chamber and other confextons.

The correlations suggest that entrepreneurs who receive resources and supbé from
Chamber aren’t necessarily highly involved in community organizations, but éayoae
likely to be leaders. There was a strong and significant correlation lme@heenber value
(the respondents’ level of agreement that they receive resources and support from the
Chamber) and the questions “how much leadership do you provide in efforts to make Nevada
a better place to live’r (= 0.365,p = 0.009) and “how active are you in working with others
to make Nevada a better place to live=(0.309,p = 0.027). The correlation between the
number of organizations in which entrepreneurs participate and Chamber valueywas ver
weak and not significant. Also notable is that the correlations between leadeship a
activity in the community and the value of both informal weak ties and strongereswat
significant. Appendix F contains a table showing the results of the follow-ugations
between the community variables and the value of the Chamber, as well asdlaticns

for informal weak ties and strong ties.

Perhaps, having held a leadership role in the community makes entrepreeleurs fe
more comfortable in soliciting the Chamber’s resources. The fact thapemteurs who
receive higher levels of resources and support from the Chamber provideHgaitetise
community and engage in collaborative activity could be attributable to the remieps’

sense of entitlement to receive resources, a greater awarenesypésheftresources the
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Chamber offers, or certainty that the Chamber will not deny the entrepseresjurest for
resources.

Entrepreneurs who more highly rated the Chamber’s value also were ketyredi
recognize the importance of resident involvement in contributing to the commuuatty’s,
as suggested by significant positive correlations between Chamber value anpdtiance
of residents making large financial contributions in community trusts andse$tat8.301,

p = 0.032), residents shopping localty5 0.315,p = 0.024), and residents volunteerimg=(
0.359,p = 0.01). See Appendix F. This could indicate altruistic desires to improve the
community, or it could simply show that entrepreneurs who expressed that thegdiaede
greater levels of resources from the Chamber recognize that theséeacingtessential for
sustaining the flow of resources and support that the Chamber provides them.

The follow-up analysis also examined the location and type of busines®sbigate
whether the Chamber favors certain businesses based on entreprenelepbsefof the
resources and support they receive. The information was gathered from sunaéiig list,
which included mailing addresses and the type of business from the online phonebook. The
unweighted Chamber value scores of all Chamber members were recoded jm@dtium,
and high categories. Matching the ID numbers on the datasheet and the mgiling lis
amount of respondents falling into each category was tallied, summed, and compared i
terms of whether they were located in downtown Nevada or in other areas andpsbaifty
business they owned. This was only intended to identify interesting patterns amok\&as
meticulous or exhaustive effort. See Appendix F for a map showing the downtogtn stre

boundaries used in this analysis.
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The follow-up analysis found that all respondents, except for one, had rated the
Chamber as low or moderate in providing resources and support. In comparing downtown
entrepreneurs versus others, the location of business does not seem to matter; hiowever, o
those who responded to the survey, a greater percentage of downtown entrepreneurs are
members of the chamber than entrepreneurs in the surrounding areas (See Appeniaex
analysis also suggested that the type of business owned possibly matters @teives low
versus moderate levels of resources and support. Many of the entrepreneurs wéo report
receiving low levels of resources and support from the Chamber owned businesses that
primarily provided services to existing residents, such as two funeral hoges, a bank, a
laundry, two accounting firms, and an electrician. More of the entreprenkaneported
moderate levels of resources and support seemed to own businesses that would draw people
into the community or offer services for visitors, such as a motel, sevaraktate
businesses, and a fast food chain. The sole respondent who rated the Chamber highly was
real estate. Of course, these are only impressionistic analyses, atitficult to make
comparisons or inferences simply because so many entrepreneurs gave ther@iham
scores.

Finally, the partial-order correlations reveal that the communitkes/dactor in
entrepreneurs’ perceptions of the value of formal weak ties, with psyctalldéagtors
playing a less prominent role. The strong positive relationship between coypmunit
participatory structure perceptions and Chamber value remained sighéien after
controlling for other variables. Entrepreneurial self-efficacy was tateceto
entrepreneurs’ perceptions of the resources provided by the Chamber, and aamtievem

motivation was related, but only after controlling for length of residem®yevada and
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educational attainment. The partial-order correlations for yeasiliMdevada suggest that
entrepreneurs who live in the community for a longer period of time receivielgresources
from the Chamber and are more goal-oriented. Perhaps, having lived in the confarunit
awhile strengthens entrepreneurs’ dedication to the community. They magoctiea/
engagement in business ownership and participation in its organizations as a way to
contribute to their community where they live. The partial-order correlatisossuggest the
role of education in formal weak tie networking. Due to the motivation needed to achieve
higher levels of education, it makes intuitive sense that educated entrepreneidrbe

more goal-oriented. Being educated may make them more aware of ticeseffered by

the Chamber, and in combination with high motivation, they may be more likely to seek out

and utilize the services it offers in order to reach their goals.
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CHAPTER VI. CONCLUSION

The purpose of the present study was to compare the benefits that entrepreneurs
receive from different types of networks based on Granovetter’s “strengtbadfties
theory” and to gain a better understanding of the factors that affect ketgvparticipation
by using two models of networking. While some social scientists haneatddged the
social context of entrepreneurship and have studied the resources entrepeseduasn
their social relationships (Aldrich & Zimmer 1986; Dodd & Anderson 2007), otlhelas
have deemphasized entrepreneurs’ social networking activities, charagtenirepreneurs
as more like autonomous agents than social networkers (Shane 2008). The pmegent st
which found that entrepreneurs received support and resources from various contacts,
provides support for the idea that entrepreneurs’ social relationships areaimpand they
do not operate in isolation.

This study identified several factors that affect networking, whidhapefully
contribute to future scholarly pursuits. A finding that has potential thedretictibutions
is that weak tie value is attributable more to personality and communigppierts than
strategy. Entrepreneurs, who have typically been viewed as opportunists, oftérata w
social milieu and are shaped by the social environment. Indirect forqess thlea
development and benefits of networks, even weak tie relationships, which have triqglitiona
been viewed as instrumental and motivated by self-interest. Weak ties benafitial
“‘just because” they are weak ties; the benefits of weak ties depends upon Wiestlzee
organizational or personal relationships. Entrepreneurs’ perceptions of the enviranthent

their personality potentially influence their desire to participate irkwiea and their ability
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to extract resources from these relationships. These findings may vearezmoinsideration
of economic models of networking. Also, the models outlined in this study contribute to the
sociological understanding of why relationships form, and they may be expanded to
understand the networking behaviors and the benefits of social ties among entirsprene
other types of communities (i.e. minority business enclaves) laasviae general population.

Practically, this study has implications for assisting entreprenedesvelop optimal
networks. In comparing the resources offered by three types of netwodks)dtthat
informal weak ties are most valuable. The fact that psychological factdrsommunity
perceptions, but not business factors, affect the perceived value of networkssstigges
entrepreneurs do not strategically develop their networks — and perhaps they are not
consciously aware of the content of their networks — although they should be. Actively
engaging in networking and building instrumental relationships may be important for
entrepreneurs seeking access to vital resources. Communities nsagmtsspreneurs by
establishing an inclusive environment that encourages resource exchangesiramss bus
support organizations can assist entrepreneurs by making them aware of thanogpor
active engagement in their social relationships and linking them with othéues in t
community who can provide resources.

STUDY LIMITATIONS

One limitation of this study is that it only used quantitative data to meastwerks
which are essentially qualitative in nature. Including a qualitative comptméhis study
would have provided a more dynamic account of relationships and resource exchanges.

While quantitative studies can identify patterns, they do not provide qualitaidiestdepth
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and richness of information, which is necessary to understand the underlyingayyabm
social networking, and ultimately, to developing a comprehensive framework.

In addition, this study’s measurement of network value was not entirelytiobjec
because it was based on entrepreneurs’ self-reports of the resources and sypeoeitree
It is possible that two entrepreneurs who, in reality, receive the saels bf resources and
support differ in their reports of having received them. Establishing consisteregponses
is difficult, considering that individuals may differ in the expectations they hatienfties,
their recall of having received resources, and their interpretation of theysyuestions.
Also, it should be noted that entrepreneurs’ perceptions of the value of the Chamber as
providing fewer resources and support may not be an objective indicator of the Chambers’
actual efforts or performance in the community, as negative attitudes mayrbsuh®f
certain events or circumstances occurring in the community at the timestéittye For
example, in Nevada, a local informant revealed that business owners in the downtaetn distr
have felt that the Chamber neglects their area and favors newer businégsnents.
Despite these limitations, self-report was the most appropriate meesuréecause the
purpose of the study was to understand the variations among entrepreneurs in thesresource
they receive from their networks and whether these variations were explgibadibess
factors, personality traits, and community perceptions.

Only one organization was included to measure the value of formal weak ties, the
local Chamber of Commerce. Because of this, the results, which found that inferakal
ties (both strong and weak) offer entrepreneurs’ greater resources aod shgpdo formal
weak ties, could simply be attributable to the fact that the Chamber in thisijaartic

community was generally ineffective. On the other hand, several stadiesimilarly
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suggested that entrepreneurs were not aware of their community’s locakbisipport
organizations or did not perceive them as being very useful or able to offer req@irey

1985; Fortner 2006; Davidsson & Honig 2003). Nevertheless, it might have been useful to
include in this study additional local organizations to measure formal wesakitiether
organizations within the community had been included, perhaps the value of formal weak tie
would have been higher.

The study’s categorizations of the types of networks was limited inhnagre
based on broad generalizations, and there is likely some overlap between the informal
relationships examined (i.e. a business contact may also be a friend). Thisxptaild\ehy
strong ties and informal weak ties were both rated as providing high levetoofages and
support. Operationalization is a problem potentially confronted in any givey st social
networks. Social networking is, by nature, relatively abstract and compéeyleRare
highly interconnected, and relationships seemingly take an infinite drfagnos. Current
theory, including Granovetter’s “strength of weak ties,” provides guidancepolestnot
explicitly define networks and is largely open to interpretation. Reselaoctidsmove
towards greater consensus on definitions and measurements of sociaksgheocause
without more clarity and agreement on this basic concept, it is difficult te st findings
to present studies, to design new studies, or to develop a solid theoretical franeework t
explain social networking.

Also, this study can not definitely verify the economic perspective. ytexamined
two quantitative business variables, and did not qualitatively explore the processakne

formation or ask entrepreneurs about their motives for developing or maintaining
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relationships, which would have been more appropriate for confirming whesttrepreneurs
strategically network.

Finally, only one community was examined in this study, which potentialiyslithe
study’s generalizability. Caution should be taken when applying these firtdibgsiness
owners in other small towns. Nevada is located in close proximity to two wides a
Because of this, Nevada entrepreneurs may have a greater number of wieak¢ies
networks and more access to beneficial resources than entrepreneurspicghasmyall
town. The context of Nevada is also different compared to larger cities. Nevada
entrepreneurs have relatively high levels of community attachment and neagnbes
strong tie relationships (or more overlapping relationships) than would entregréneur
larger cities. Although not directly addressed, the study thatsother factors like affluence,
diversity, and business climate (i.e. competition and innovativeness) may alsovhiape
networks form and the types of resources that personal networks and community support
organizations have to offer. These are additional factors that should be conlsydered
scholars before applying these findings to their own studies.

On the other hand, it is believed that the findings can generally be apptigtbtent
demographics of entrepreneurs. Wide variations exist among entrepreneurs,tbeesaime
community. Nevada’s entrepreneurs, while perhaps generally moraststdlas business
owners and less likely to want to expand their business than perhaps in otherajsaces,
vary widely. Their businesses represent a variety of industries andstnynarrangements;
they differ in their reliance on networks to obtain resources, their pencgtidheir
businesses and the community, and their residency status in Nevada. As individtads, Ne

entrepreneurs could represent the business owners present in nearly any ¢@gmmuni
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FUTURE RESEARCH

Qualitative studies are needed in order to capture the evolution of relationshiips ove
time and the symbolic interpretations and exchanges between actors. Qeaétdarch
efforts may provide support or direction for developing the two models of networking
outlined in this study. It would be interesting to investigate entrepr&maotives for
networking and how they decide whom to ask for assistance. This type of heseald
elucidate the economic perspective. A study that explores whether the sbhlpes
entrepreneurs’ perceptions and content of their networks could help to further develop the
social psychological perspective.

Relatively little research has investigated why entrepreneursrfetworks. This
study examined the role of business, psychological, and social factors in explaining
entrepreneurs’ networking behavior and found that the perceptions of community
participatory structure, achievement-motivation, and self-efficacgtaffgtrepreneurs’ weak
tie networking. Future studies could examine the role of other psychological and social
factors in networking, including extraversion, the ease of making connections, and
entrepreneurs’ perceptions of whether they are included or excluded in the communit

Entrepreneurs in this study did not seem to believe that their local Chamber of
provided them many resources and much support. The fact that the majonityepfeneurs
were members of the Chamber suggests that it is a visildaipagion within the community;
however, it is perhaps not delivering as much value as entrepreneurs expeet.cliresuld
examine other local Chambers of Commerce to see whether the findingssthidyisire
simply an outlier or whether entrepreneurs broadly indicate negativaenges in getting

support and resources from the Chamber. Locating cases of successful Cimaaybers
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provide direction on how to improve the organization in other communities to better address
entrepreneurs’ needs. Future studies should also examine other community lsugipeds
organizations that entrepreneurs use, including small business associati@ss)qmaf
organizations, and even community social clubs.

The follow-up analysis found illusory evidence to suggest that the Chambdremay
more likely to provide resources to business owners in certain industries. Groetinena
theory (Logan & Molotch 2007yhich proposes that community players who engage in
activities that draw people into the community are favored by community organgthat
distribute resources, may be applied to examining unequal distributions of resporeded
to no-growth and pro-growth entrepreneurs. Studying whether entrepreneentsiim c
industries receive a greater proportion of community resources may becalady
interesting topic under growth machine theory. Entrepreneurs who own businesass tha
deemed important by community leaders, such as those that promote communityagrowt
attract people into the community (i.e. real estate, fast food, hatdlsparism) may be
favored by community leaders and organizations. Traditional network analystsaicks
the interactions between entrepreneurs and other players within the commanibe an
appropriate method for identifying barriers and power relationships withirothenanity
that affect resource distribution.

This study also examined informal networking, which has been given |lassoatia
research on entrepreneurial networking. Future studies should consider infosoabper
networks, which although often overlooked, were shown in this study to be particularly
important in providing resources and support. Weak ties should be distinguished based on

whether they are personal connections or organizational connections.
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Finally, future studies should compare networks on the types of resondcespgport
they offer. The findings of this study suggest that strong ties provide ematigmort and
referrals to customers, informal weak ties provide referrals to custparat formal weak
ties, to a weaker extent, provide emotional and practical support and referrat®hoerss
however, this was not directly measured. Intangible support, emotional andgbratiould
be considered because it is important to entrepreneurs and may be the only abtystarf
assistance that strong ties can provide.

In conclusion, understanding entrepreneurs’ networking behavior, the content of
strong and weak ties in their networks, and the factors that affect networkimgpartant
areas of research. Entrepreneurs do not operate their businesses amisdlativorking
provides entrepreneurs with valuable resources and support. Ultimately, on&ejshe
understanding entrepreneurial success and failure may lie in knowing véso gi
entrepreneurs resources, their relationships with others. That potentss|firshiould direct

fervent attention to the significance of entrepreneurial socialanksw
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APPENDIX A. QUESTIONNAIRE & CORRESPONDENCE

Nevada Business Community Survey
Fall 2009

Please return to:
lowa State University
Department of Sociology
103 East Hall

Ames, IA 50011
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1.) Are you the owner of a business?

Yes (Go to Question 2)
No (Go to Question 16)

Please answer the following questions about your business. If you currently own more
than one business, choose the answer that best describes your newest business.

2.) How many years have you owned this business?

3.) What is the ownership arrangement of this business? (Check all that apply)
Sole-ownership (I am the owner)
Family-owned
Franchise
Other:

4.) How did you get into this business? (Check one)
| purchased it
| inherited it
| started it from scratch
Other:

5.) Which statement best characterizes your decision to start this business?
The desire to start a business of my own came to my mind first, and then |
searched for business opportunities.
An opportunity arose first, and that prompted my idea to start this business.
Not Applicable

6.) Do you consider your business primarily as a business or as a way of life? (Circle one)

1 2 3
Business Both Way of life

7.) Which statement best describes your business growth plans in the next five years?
(Check one)
| plan to expand my business.
| plan to downsize my business.
| plan to sell my business.
| plan to close my business.
I do not plan to change the size of my business.
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8.) Please rate the following types of support and resources based on how important they are to
you in operating and maintaining your business. Please circle your answers.

Not Slightly Moderately Very
Important Important Important Important Important

a.) Having emotional support, such as 1 2 3 4 5
encouragement, praise, or recognition.

b.) Having practical support, such as 1 2 3 4 5
advice, ideas, or information on how to
run my business.

c.) Having referrals to new customers. 1 2 3 4 5
d.) Having information on potential suppliers. 1 2 3 4 5
e.) Having business resources, such as 1 2 3 4 5

financing or equipment.

Networking with Close Friends and Family

9.) Please respond to the following statements regarding the support and resources that close
friends and family provide you for your business. Circle your answers.

Strongly Disagree Neutral Agree Strongly

Disagree Agree
a.) My close friends and family provide me with 1 2 3 4 5

emotional support, such as encouragement,
praise, or recognition for my business.

b.) My close friends and family provide me with 1 2 3 4 5
practical support for my business, such as
ideas, information, or advice on how to run
my business.

c.) My close friends and family refer new 1 2 3 4 5
customers to my business.
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d.) My close friends and family provide me with 1 2 3 4 5
information on potential suppliers.

e.) My close friends and family provide me 1 2 3 4 5
with business resources, such as
financing or equipment.

10.) In general, how often do you rely on your relationships with close friends and family when
it comes to getting support and resources for your business?

1 2 3 4 5
Never Seldom Occasionally Often Very Often

Networking with Business Contacts, Coworkers, and Employees

11.) Please respond to the following statements regarding the support and resources that
business contacts, coworkers, and employees provide you for your business. Circle
your answers.
Strongly Disagree Neutral Agdree Strongly

Disagree Agree
a.) My business contacts, coworkers, and 1 2 3 4 5
employees provide me with emotional
support, such as encouragement, praise,
or recognition for my business.
b.) My business contacts, coworkers, and 1 2 3 4 5

employees provide me with practical support
for my business, such as ideas, information,
or advice on how to run my business.

c.) My business contacts, coworkers, and 1 2 3 4 5
employees refer new customers to my
business.

d.) My business contacts, coworkers, and 1 2 3 4 5

employees provide me with information on
potential suppliers.

e.) My business contacts, coworkers, and 1 2 3 4 5
employees provide me with business
resources, such as financing or equipment.
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12.) In general, how often do you rely on your relationships with business contacts, coworkers,
and employees when it comes to getting support and resources for your business?

1 2 3 4 5
Never Seldom Occasionally Often Very Often

Networking in the Nevada Chamber of Commerce

13.) Are you a member of the Nevada Chamber of Commerce?
Yes (Go to Question 14)
No (Go to Question 16)

14.) Please respond to the following statements regarding the support and resources that the
Nevada Chamber of Commerce provides you for your business. Circle your answers.

Strongly Disagree Neutral Agree Strongly

Disagree Agree
a.) The Nevada Chamber of Commerce provides 1 2 3 4 5
me with emotional support, such as
encouragement, praise, or recognition for my
business.
b.) The Nevada Chamber of Commerce provides 1 2 3 4 5
me with practical support for my business,
such as ideas, information, or advice on how
to run my business.
c.) The Nevada Chamber of Commerce refers 1 2 3 4 5
new customers to my business.
d.) The Nevada Chamber of Commerce provides 1 2 3 4 5
me with information on potential suppliers.
e.) The Nevada Chamber of Commerce provides 1 2 3 4 5

me with business resources, such as financing
or equipment.

15.) In general, how often do you rely on your relationships with other members of the Nevada
Chamber of Commerce when it comes to getting support and resources for your business?

1 2 3 4 5
Never Seldom Occasionally Often Very Often
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Business Activities and Interests

16.) Please indicate whether the following statements generally describe you. Circle your

answers.
Strongly Disagree Neutral Agree Strongly
Disagree Agree
a.) | enjoy challenging tasks. 1 2 3 4 5
b.) I am eager to learn new things. 1 2 3 4 5
c.) | like getting feedback on my performance. 1 2 3 4 5
d.) I set high goals and expectations for myself. 1 2 3 4 5
e.) | put forth the necessary effort to achieve 1 2 3 4 5
my goals.
f.) I am proud of my accomplishments. 1 2 3 4 5

17.) Please rate your ability to perform the following tasks. Circle your answers.

No Very Little  Some Moderate  Much
Ability Ability Ability  Ability Ability

a.) Solving problems 1 2 3 4 5
b.) Managing money 1 2 3 4 5
c.) Finding capital for my business 1 2 3 4 5
d.) Making decisions 1 2 3 4 5
e.) Being a leader 1 2 3 4 5
f.) Recognizing business 1 2 3 4 5

opportunities
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Now, some questions about your community involvement

18.) Below are some statements about your community. For each statement, please
indicate how much you agree or disagree. Circle your answers.

Strongly Disagree Neutral Agree Strongly

Disagree Agree
a.) Newcomers are always welcome in 1 2 3 4 5
Nevada.
b.) Community leaders in Nevada treat all 1 2 3 4 5
groups equally when making decisions
on allocating community resources.
c.) Local businesses, organizations, and 1 2 3 4 5
government agencies work together in
Nevada to improve the community.
d.) All sides of important issues that affect 1 2 3 4 5
the community are given consideration
in making decisions in Nevada.
e.) In Nevada, | am able to have an input 1 2 3 4 5
into decisions that affect the community.
f.) Nevada makes people of all backgrounds 1 2 3 4 5
feel welcome to participate in community
activities.
g.) In Nevada, people can count on each 1 2 3 4 5
other when they need help.
h.) People in Nevada have a strong civic 1 2 3 4 5
spirit to make it a better place to live.
i.) Residents of Nevada are not afraid to 1 2 3 4 5
voice their concerns about community
problems.
j.) People in Nevada enjoy each others’ 1 2 3 4 5

friendship.
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19.) In how many community or local-area clubs, groups, or organizations are you a member?
(Number)

20.) If you had the opportunity to move your business to another location where it could do
better, would you be willing to move?
Yes
No

Why?

21.) How attached are you personally to the Nevada community? (Circle one)

1 2 3 4 5
Not attached Very Little Somewhat Attached Very attached
attached attached

22.) How active are you in working with others to make Nevada a better place to live?

1 2 3 4 5
Not active Very Little Somewhat Active Very active
active active

23.) How much leadership do you provide in efforts to make Nevada a better place to live?

1 2 3 4 5
No leadership Very Little Some Moderate Much leadership
leadership leadership leadership

24.) How often do you donate money, either personally or through your business, to local
organizations, projects, or activities to make Nevada a better place to live?

1 2 3 4 5
Never Seldom Occasionally Often Very Often
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25.) How important do you think the following actions are for the future of your community?
Please circle the best response for each statement.

Not Slightly Moderately Very
Important Important Important Important Important

a.) Residents volunteering their time to 1 2 3 4 5
community activities.

b.) Assisting people to take over local 1 2 3 4 5
businesses as current owners retire.

c.) Getting more residents to take 1 2 3 4 5
leadership roles in the community.

d.) Financial contributions by community 1 2 3 4 5
residents, especially larger donations
given in trusts, estates, etc.

e.) Encouraging residents to shop locally 1 2 3 4 5
to support the community.

The Nevada Commmunity Historical Society

26.) Are you aware that Nevada has a local community historical society?
Yes

No (Go to Question 29)

27.) Are you or is your business a current member of the Nevada Community Historical Society?
Yes, | have a personal or family membership
Yes, | have a business membership

No
28.) How much do you know about the Nevada Community Historical Society’s programs and
activities?
1 2 3 4
Nothing at all Very little Some Quite a bit

29.) In the past three years, which of the following Nevada historical properties have you toured?
Briggs Terrace/Evergreen Lane

Dyer-Dowell Victorian House

Halley Schoolhouse

George Child Log House
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30.) Please let us know how much you agree or disagree with the following statements about
Nevada’s history and the historical society. Circle your answers.

Strongly Disagree Neutral Agree Strongly

Disagree Adree

a.) Itis important for Nevada to preserve its 1 2 3 4 5
history.

b.) Preserving Nevada'’s past contributes to the 1 2 3 4 5
community vitality of Nevada.

c.) Itis important for Nevada to have an active 1 2 3 4 5
historical society.

d.) Having a historical society contributes to 1 2 3 4 5
the community vitality of Nevada.

e.) Historical Society activities are an important 1 2 3 4 5
part of Nevada’s cultural assets.

f.) Historical Society activities make Nevada a 1 2 3 4 5

more appealing place to live.
31.) Below is a list of potential activities and projects for the Nevada Community Historical
Society. Rate each activity or project on its importance in contributing to Nevada'’s vitality.

Not Slightly Moderately Very
Important Important Important Important Important

a.) Offer temporary displays or exhibits 1 2 3 4 5
about Nevada'’s history.

b.) Develop a museum for permanent displays 1 2 3 4 5
and exhibits about Nevada’s history.

c.) Document and share Nevada'’s history 1 2 3 4 5
through books, newspaper articles, videos,
and other media.

d.) Have regularly scheduled public tours 1 2 3 4 5
of historical buildings or properties.
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e.) Assist people interested in finding family 1 2 3 4 5
members or ancestors (genealogy).

f.) Sponsor or host special community events 1 2 3 4 5
or activities on Society properties.

g.) Sponsor programs to educate residents 1 2 3 4 5
about Nevada’s history.

h.) Preserve historical buildings or properties. 1 2 3 4 5

Circle the letters of the three activities above that you believe should receive top priority in
future work of the Historical Society.

32.) Inthe next 5 years, what should the historical society do to improve its service to the
community?

33.) What could the Historical Society do to make Nevadans and others more interested in
visiting Nevada'’s historical properties?

34.) How could the Historical Society attract more volunteers to help with activities, such
as care and maintenance of properties, providing tours, and hosting special events?

Please Turn the Page and Answer the Final Questions on the Survey.......



98

The Historical Society’s ability to sponsor events and maintain historical properties mainly
depends on the membership fees and donations it gets from residents and local businesses.

35.) What could the Historical Society do to attract and retain members?

36.) What could the Historical Society do to obtain more financial donations?

Finally, a few questions about yourself

37.) What is your gender?

Male

Female
38.) How many businesses do you currently own?
39.) How many businesses that you have owned in the past are now closed?
40.) What is the highest level of education you have completed? (Years)
41.) How old were you on your last birthday?
42.) Do you consider yourself a resident of Nevada?

Yes, If yes, how many years have you lived in Nevada?
No

Thank you for participating in this study! Please fold your completed survey in half, place
it in the enclosed postage-paid envelope, and return it to us by mail.

Additional comments:
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Cover Letter: Initial Mailing

IOWA STATE UNIVERSITY Department of Sociology

OF SCIENCE AND TECHNOLOGY 103 East Hall
Ames, I1A 50011

Dear Nevada Business Owner:

We are writing to ask for your help in a study of Nevada business owneyw/a\state
University and the Nevada Community Historical Society. Businesses andwiners are
vital to the community and local economy. We are conducting this study to learn about
Nevada business owners’ community involvement and the benefits resulting from this
involvement for their businesses and the community.

We are interested in business owners’ opinions of Nevada, their participationnmodyn
activities and organizations, and their sources of business support. We are coallacting
Nevada businesses to participate in this survey. As a business owner, ydiiisnggy
important. The information that you provide can help local decision-makers in degelopi
support programs for business owners, and also give guidance to the Historicgl tSociet
better serve the community.

The guestionnaire should take about 20 minutes to complete. Your answers are completely
confidential. Neither your name nor the name of your business will be assodit@hyv

results. No one in Nevada or the Historical Society will know who participatée isurvey

or how they answered. The identification number on the questionnaire is for mailing
purposes only, so that we may check your name off the mailing list when your questionna
is returned. Also, your participation is completely voluntary, and you may skip an
guestions you feel uncomfortable answering.

Please return the completed questionnaire in the enclosed envelope. If you owmamore t

one business in Nevada, you may receive this questionnaire more than once. You only need
to return the questionnaire one timé&hen answering the questions, please think of your
newest business. If any comments come to mind when answering the questionsngkease

a note at the side of the question or on the final page of the survey.

Your response is very important to the usefulness of the study, and we apy@adiate
cooperation. If you have any questions or comments about this study please cdllBie at
294-8322 or send me an email at pkorsch@iastate.edu. Thank you in advance for helping
with this important study.

Sincerely,
Peter Korsching

Professor of Sociology
lowa State University
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Postcard Follow-up

Recently, you received a questionnaire about your experiences as a business owner in
Nevada. The questionnaire is part of a survey being conducted by lowa State University
and the Nevada Community Historical Society.

We need your help on this important study. It is only by asking people like you that we can
understand how business owners get resources and how the community can best support
businesses and business owners in the future.

We hope that you will participate in this voluntary study. If you have already completed and
returned the questionnaire, please accept our sincere thanks. If not, we ask that you please
do so today.
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Cover Letter: Final Mailing

IOWA STATE UNIVERSITY Department of Sociology

OF SCIENCE AND TECHNOLOGY 103 East Hall
Ames, |IA 50011

Dear Nevada Business Owner:

Earlier this month, you received a questionnaire about your experiences aseadasiner
in Nevada. As of today we have not received your completed questionnaire.

Businesses and their owners are a vital part of the community and the local ecoomay
State University and the Nevada Community Historical Society are congtiois study to
learn about Nevada business owners’ community involvement and the benefits résutting
this involvement for their businesses and the community.

We are interested in learning about business owners’ opinions of Nevada, tihapgism
in community activities and organizations, and their sources of support and business
resources. The information that you provide can help local decision-maldagaloping
support programs for business owners and also give guidance to the Historiebf foci
better serve the community.

We are writing you again because the return of each questionnaire is éssé¢ndia
usefulness of the study. We are contacting all Nevada bussrtegsarticipate in this survey,
and as a business owner, your insight is very important. Participation is vp|@amigryou
may skip any questions you feel uncomfortable answering. In the event ystiogoaire

has been misplaced a replacement is enclosed. If you have alreadydrgtunneompleted
guestionnaire we thank you for your cooperation.

If you have any questions or comments about this study please call me at 515-294-8322 or
send me an email at pkorsch@iastate.edu. Thank you for help.

Sincerely,

Peter Korsching
Professor of Sociology
lowa State University
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APPENDIX B. OPERATIONALIZATION OF VARIABLES

Survey Indicators for Types of Networks and Network Value

Types of Networks Indicator

Strong ties Close friends and family

Informal weak ties Business contacts, coworkers, and employees
Formal weak ties Local Chamber of Commerce

Network Value Indicators

"Respond to the following statements regarding the support and resources that
[contacts] provide you for your business." (Strongly Disagree to Strongly Agree)

Emotional support, such as encouragement, praise, or recognition for my business

Practical support, such as ideas, information, or advice on how to run my business

Refers new customers to my business

Provides Information on potential suppliers

Business resources, such as financing or equipment
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Survey Indicators for Achievement-Motivation and Descriptive Statistics

N

Mean

()

Median

(M)

Min

Max

Range

Achievement-Motivation: defined as the act of striving for high personal performance

"Indicate whether the statements generally describe you." (Strongly Disagree to Strongly Agree)

| enjoy challenging tasks 78 4.18 4 2 5 3
| am eager to learn new things 78 4.26 4 3 5 2
| like getting feedback on my performance 78 4.09 4 2 5 3
| set high goals and expectations for myself 78 4.33 4 3 5 2
| put forth the necessary effort to achieve my

goals 78 4.32 4 3 5 2
| am proud of my accomplishments 78 4.40 4 2 5 3

Survey Indicators for Entrepreneurial Self-Efficacy and Desegditatistics

N

Mean

()

Median

(M)

Min

Max

Range

Entrepreneurial Self-Efficacy: defined as the belief in personal ability to complete tasks related

to operating and maintaining a business

"Rate your ability to perform the following tasks." (Strongly Disagree to Strongly Agree)

Solving problems 78 4.50 5 3 5 2
Making decisions 78 4.45 5 2 5 3
Being a leader 78 4.23 4 1 5 4
Recognizing business opportunities 78 4.09 4 3 5 2
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Survey Indicators for Community Participatory Structure and Desgifiatistics

Mean | Median
N (x) (M) Min | Max

Range

Community Participatory Structure: defined as the perception of the community as being
welcoming of citizen involvement

"Below are some statements about your community. Indicate how much you agree or disagree.”

(Strongly Disagree to Strongly Agree)

Distributive Justice

All sides of important issues that affect the
community are given consideration in making
decisions 77| 2.82 3 1 5

Community leaders treat all groups equally
when making decisions on allocating community
resources 76 | 2.68 3 1 5

Tolerance

Newcomers are always welcome 78 | 3.42 4 1 5

People of all backgrounds feel welcome to
participate in community activities 77 | 3.12 3 1 5

Collective Action

Local businesses, organizations, and
government agencies work together to improve
the community 77 | 3.03 3 1 5

People have a strong civic spirit to make the
community a better place to live 76 | 3.38 4 1 5

Open Communication

| am able to have an input into decisions that
affect the community 77 | 3.05 3 1 5

Residents are not afraid to voice their concerns
about community problems 77 | 3.69 4 1 5

Communion

People enjoy each other's friendships 78 | 3.58 4 1 5

People can count on each other when they need
help 76 | 3.30 3 1 5
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APPENDIX C. MEAN NETWORK VALUE FOR RAW AND WEIGHTED SCALES

Mean Value of Networks

4
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3 i
@ Raw Scale (H1a, Hilc:
g 2.5+ Ability to Provide
b 9 Resources)"
s m Weighted Scale (H1b:
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APPENDIX D. FREQUENCY DISTRIBUTIONS FOR MEAN NETWORK VALUE

Frequency Distribution: Strong Ties
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Frequency Distribution: Formal Weak Ties
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APPENDIX E. CORRELATIONSBETWEEN NETWORK VALUESAND SOCIAL,
PSYCHOLOGICAL, AND BUSINESSVARIABLES

Best Fit Line

Correlation: Network Value and Length of Business Ownership

O Informal Weak Ties
5.00 © o O Formal Weak Ties
o 0 0 Strong Ties
. Informal Weak Ties
0 o ~ Formal Weak Ties
4.00- 0 Strong Ties
(OJN0) O O
0 0O 0@ O O
— ©60®%—— 0 _©® 0 O 00
aocD O (€] .
304 O foYe o) 0 @ 0
89X0) 0 o O
00 C O
o 000 O
2.00 (€)) O OO0 nformal Weak Ties: R? Linear =
o) 0 0 o) o) . 0.004
@® ormal Weak Ties: R® Linear =
0 Strona Ties: R? Linear = 0.008
1.00 o o
T T T T
0.00 20.00 40.00 60.00

Length of Business Ownership (Years)



109

Best Fit Line

Correlation: Network Value and Entrepreneurial Self-Efficacy
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Best Fit Line

Correlation: Network Value and Achievement-Motivation
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Best Fit Line

Correlation: Network Value and Perceived Community Participatory Structure
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APPENDIX F. FOLLOW-UP ANALYSIS

Zero-Order Correlations between the Value of Each Network and Commuarigbiés

Formal Weak Informal Weak Strong Ties
Ties Ties
r p r p r p
Number of local organizations in
which entrepreneur is a member 0.095 0.504 0.223 0.054 0.090 0.443

Personal attachment to community | 0.245 0.079 0.093 0.428 0.082 0.487

Years lived in Nevada 0.186 0.256 0.077 0.579 0.254 0.064

Resident Activities

Importance of getting residents to
take leadership roles in community | 0.251 0.076 0.380 | 0.001*** | 0.051 0.668

Importance of assisting people to
take over local businesses when
business owner retires 0.194 0.171 0.343 0.003** 0.310 | 0.008**

Importance of financial
contributions by residents in trusts 0.301 0.032* | 0.436 | 0.000*** | 0.153 0.196
and estates

Importance of residents shopping
locally 0.315 | 0.024* | 0.347 | 0.003** | 0.297 | 0.011*

Importance of residents
volunteering in community 0.359 | 0.010** | 0.369 | 0.001*** | 0.306 | 0.008**

Entrepreneur Activities

How active are you in working with
others to make the community a
better place? 0.309 | 0.027* | 0.144 0.220 0.091 0.439

How much leadership do you
provide in making the community a
better place? 0.365 | 0.009** | 0.175 0.136 0.125 0.287

How often do you donate money to
community? 0.173 0.224 0.346 | 0.003* | 0.326 | 0.005**

* p<0.05, ** p<0.01, *** p<0.001
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Map of Nevada, lowa and Downtown Street Boundaries
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Downtown vs. Surrounding Area Chamber Frequencies and PercefibByebership Rate
and Levels of Agreement that Chamber offers Resources and Support)

Chamber
Membership Chamber Value
Low Moderate High
Downtown Entrepreneur n=22; 73% n=16 n=6 n=0
Surrounding Area Entrepreneur n=30; 64% n=19 n=10 n=1
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