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Abstract

This paper elaborates upon the meaning and nature of the entrepreneur and their spe-
cial context, involving SMEs in general, and family firms in particular. We review pre-
vious literature, based upon a guiding framework around three themes – actor, activity 
and attitude, developed by Nordquist and Melin (2010). We find that the framework 
enhances theoretical and empirical understanding of entrepreneurship and family 
firms. We conclude with reflections on some unexplored themes that have arisen as  
a result of using this framework and relevant directions for future research on entrepre-
neurship and family businesses.
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Introduction

Nordqvist and Melin (2010) put forward a model for analysing an entrepreneur with 
the actor-activity-attitude framework (3A model). Actor refers to the distinctiveness of 
the family unit that is characteristics to this type of business. Activity concerns entre-
preneurial actions, and Attitude regards entrepreneurial orientation (Zellweger et al. 
2013) and other personal resources as a means for competitive advantage (Chirico–Sal-
vato 2016). These three themes topics and many others will be covered in this section 
to present an overview of owner-managers and entrepreneurs. 
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We will consider the personal attributes, skills and behaviour of them as well, in 
the context of how they compare to the managers and entrepreneurial types of larger 
organisations. We will look at business start-up motivations and specific entrepreneur-
ial attitudes and styles, and how these may affect strategy implementation. Finally, we 
consider the culture of the small family business and how specific values and norms 
characteristic of this form of business may affect its activities as well as its success or 
failure. This entails a consideration of the concept of familiness, cultural diversity, both 
on an organisational and national level, and cultural barriers. 

Defining entrepreneurs

If we look for a suitable term for the person that is responsible for small enterprises, 
then many emerge. Many of the terms indicate a particular interest or activity in the 
business, such as entrepreneur, owner and manager. However, these activities can be 
combined, and likewise, the terms are also combined so we have: entrepreneur-owner, 
entrepreneur-manager, owner-manager and even entrepreneur-owner-manager (Jen-
nings–Beaver 1995). 

A true entrepreneur is looking for opportunities and making a difference. In oth-
er words, it’s about finding something new and applying it to a market, identifying  
a need and filling it (Schumpeter 1965). Steve Spoonamore is a serial entrepreneur, 
and a member of Forbes’ list of America’s most promising companies and explains true 
entrepreneurs as follows:2 

‘there are people who love to sail the ocean or climb mountains, and more power to 
them – but it’s nowhere near as interesting as taking a technology nobody has heard of, 
finding a market for it and launching it to your customers. That’s satisfying’. 

The owner-manager has to climb the mountain of building a business from scratch, 
and the entrepreneur sees potential and adapts a product or service to fill a need in  
a particular market. Thus, some owner-managers may be entrepreneurs in its true 
meaning, but not all.

Entrepreneurs have a crucial role in the national economy as they constitute a driv-
ing force for economic development and job creation, not to mention in establishing 

2	 https://www.forbes.com/sites/brettnelson/2012/06/05/the-real-definition-of-entrepreneur-and-why-it-
matters/#2ce53ae84456.
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local and broader social connections, as well as in terms of personal fulfilment. Ma-
roufkhani et al. (2018) highlight the European Commission’s definition of entrepre
neurship, which includes a range of personal aspects of the entrepreneur, as a process 
of enhancing economic activity by taking risk, being creative, innovative and having  
a suitable management system in an organization (László–Sági 2005). It is this defini-
tion which provides the research question for our study of what exactly constitute the 
characteristics of an entrepreneur.

Within the scope of our definitions of the owner-manager and entrepreneur, we 
searched for a suitable framework for grouping the many aspects and the following 
section will cover this in more detail.

The actor-activity-attitude framework

Nordquist and Melin (2010) reviewed a substantial amount of literature regarding en-
trepreneurship and the family business, which led them to construct a general guiding 
framework for this topic as the entrepreneur as an actor, activity of the entrepreneur, 
and the attitude of the entrepreneur. Through examples of articles in the literature, they 
argue that research using this framework has great potential to contribute to theoretical 
and empirical understanding of entrepreneurship and family firms. With this in mind, 
we will present our review under the headings of each of these three elements. 

The actor: the entrepreneur

If we view the entrepreneur through the 3A model, then we need to consider the dis-
tinctiveness of the family business or other SME that is characteristic of entrepreneur-
ial start-ups.

A start-up is defined as a newly found business or in the first stage of its operations. 
However, when Forbes asked business experts, entrepreneurs and owner managers how 
they defined start-ups, they painted a very different picture. Here is a summary of their 
findings:

It seems from the table that the central theme is being dynamic and having an im-
pact. This goes beyond our basic definition of simply being a newly found business. 
A restaurant or franchise may not be considered a start-up in this context, if growth, 
dynamism and heavy impact are elements of the firm. The Kauffmann foundation has 
been looking at the rate of start-ups since 1996 and the rate has often seen drops relat-
ing to recessions, with the most recent being in 2013 (see Fig. 1):
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Table 1: A range of definitions of a start-up

Definition Person Position

Start-up is a state of mind… when people join 
your company and are still making the expli-
cit decision to forgo stability in exchange for 
the promise of tremendous growth and the 
excitement of making immediate impact.

Adora Cheung
Cofounder and CEO of 
Homejoy, one of the Hottest 
U.S. Start-ups of 2013

A start-up is a company designed to scale 
very quickly. It is this focus on growth 
unconstrained by geography which 
differentiates start-ups from small businesses. 

Paul Graham

Y Combinator accelerator 

head

It stops being a start-up when people don’t feel 
as though what they are doing has impact – 
an atmosphere that people individually and 
collectively can’t will the company to success.

Russell D’Souza
Co-founder of ticket search 
engine SeatGeek

(A start-up involves a) dynamic culture at a 
company. (It) gets much harder with every new 
employee and with every year that passes. Matt Salzberg

CEO and cofounder of 
dinner set delivery service 
Blue Apron

Source: own from Forbes3

Figure 1: The rate of start-up activity from 1996 to 2016

Source: Kauffman et al. (2017)

3	 https://www.forbes.com/sites/natalierobehmed/2013/12/16/what-is-a-start-up/#77c676c40440.

http://www.forbes.com/sites/natalierobehmed/2013/12/16/the-hottest-startups-of-2013/
http://www.forbes.com/sites/natalierobehmed/2013/12/16/the-hottest-startups-of-2013/
http://www.forbes.com/startups/
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The figure shows that there has been an increase since the recessions that has brought 
the rate of start-ups almost to its highest levels over the past twenty years.

Within this context of start-up, we can now consider how entrepreneurs function as 
actors in the setting of SMEs in general, and family firms in particular. Entrepreneurs 
and owner-managers of small firms differ from managers of multi-nationals and other 
larger organisations. Bridge et al. (1998) make the following distinctions for smaller 
businesses:

•	 Absence of Functional Managers: as mentioned earlier, the management of  
a small business remains with one person, necessitating certain skills and atti-
tudes.

•	 On-the-Job Learning: small business owners are often new to running a business, 
despite some expertise or experience in a given industry. The missing knowledge 
of running a business is generally acquired on the job.

•	 Investment and Resources: the money invested in the business is often personal 
money rather than received from Venture Capitalists or other impersonal inves-
tors. This can lead to an unwillingness to spend money, or a greater focus on 
short-term returns, when compared to counterparts in larger organisations.  

•	 Discontinuities and limitations: when a large company is overloaded, they may 
apply for a bigger budget, temporary staff or extra help from another department. 
In a small business, there may only be one or two people and the labour cost of 
two extra staff would double i.e. be too high for the small business. 

•	 Identification with the business: A manager in a large multi-national will not 
have the same personal link to the business as a founder who set up the business 
and watched it grow

•	 Values: as will be seen later in this section, the values upheld in a small busi-
ness will be those of the owner-founder or entrepreneur and can be observed 
throughout the entire business from quality standards through to the treatment 
of employees. 

Van Driel and Poutsma (1989) also compared SMEs and larger companies and found 
differences in personal entrepreneurship and direct personal work relations, and divi-
sion of work. Personal entrepreneurship relates to the personal (financial) contribution 
to the company that the owner-manager or entrepreneur has made. In small business-
es, the degree of work division was found to be lower, whilst at the same time there is  
a higher degree of autonomy (van Driel–Poutsma 1989).
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In Europe, a small and medium-sized company employs from one to 249 employees 
and has a yearly turnover of to two to fifty million Euros. Therefore, entrepreneurs and 
owner managers play a key role in small to medium-sized companies. They have to 
manage a range of business activities from budgeting and marketing through to human 
resource management tasks. In many cases, a small business outsources functions such 
as human resource management or may not perceive them as necessary in the early 
stages of development of the business. 

Although we made a distinction between owner managers and entrepreneurs in the 
previous section, there are some similarities. For example, they are both overworked 
and, because of this high workload, they don’t have enough time to deal with all man-
agement tasks. Here are some of the other characteristics:

Short-termism

Entrepreneurs and owner-managers also focus on short-term actions and thinking. 
Therefore, they make decisions on a daily basis or week by week. There is often a single 
line system in small and medium-sized companies. This means that only the owner 
manager or the entrepreneur has the right to reach a decision. Consequently, manage-
ment tasks concentrate on them. This leads to owner manager’s or entrepreneur’s ac-
cumulations of tasks and excessive demands. Because of often missed skills and knowl-
edge and also lack of time and lack of personnel, small and medium-sized enterprises 
commission business consultants (if they have sufficient funds) who have the tasks of 
defining and realizing opportunities.

Creativity

An owner manager should be creative because of the need to develop constructively 
company policies, systems and procedures. In other words, the creativity is required for 
the business to function effectively. An entrepreneur not only thrives on the creative 
process, but cannot set up a business before the creative aspect has come into play by 
perceiving a need and finding the means to satisfy that need. 

People skills

Assertiveness is needed with the various stakeholders such as suppliers, accountants, 
or staff, but he should be sensitive as well when he has to mediate differences of opin-
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ion between employees or when he has to deal out criticism to employees. But he also 
needs the competence in motivating the employees – this is especially important as 
any staff employed will be required to undertake a range of tasks and activities. It is not 
unheard for a staff member to be involved in marketing, finance and logistics. Discre-
tion and trustworthiness are essential behaviours which an entrepreneur or an owner 
manager should have because he knows or works with individual-related data. 

Knowledge

An entrepreneur or an owner-manager should have knowledge in aspects of account-
ing such as budgeting, marketing techniques, networking and many other areas, since 
the business often rests on their shoulders alone. One particular aspect of knowledge 
that is worth consider is that of ‘newness’ i. e. being new to the arena of running a new 
small business. 

Owner-manager of young firms have to contend with particular difficulties that 
have been classified as part of the ‘liability of newness’, which may lead to a greater 
chance of failure. The causes for failure are all based on the need to learn something 
new and include: new roles that have to be learned; new routines to solve problems;  
establishing new social relations with strangers; and new connections with those who 
use their services (Stinchcombe 1965). This need to learn and develop during the course 
of growing the business leads to a make or break situation:  Carroll (1983) found that 
organizational death rates decline with firm age.  Phillips and Kirchoff (1989) found 
that three out of five new firms fail within their first six years and Nucci (1999) also 
found this regardless of industry, size grouping, or region.  The new situation was found 
by Freeman et al. (1983) to depend upon the cooperation of the owner-manager with 
strangers, whereas older organizations have developed stable and established networks.  
In a nutshell, the owner-manager is faced with a steep learning curve. 

If we turn from the similarities to the differences between entrepreneurs and owner-
managers, then we see some characteristics as specific to one of the two only. Looking 
first at entrepreneurs, they have the following distinguishing characteristics:

•	 Drive to solve problems (mastery). Littunen (2000) see mastery as increasing  
after the start-up phase and, conversely, control by powerful others decreases. 

•	 Opportunity recognition skills were found in a study by Sambasivan et al. (2009) 
to increase venture performance and these skills acted as a mediator between the 
qualities and skills of the entrepreneur, and venture performance.
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•	 Alertness (Sambasivan et al. 2009) also has been found to improve venture per-
formance.

•	 Prior knowledge of the given area in which the entrepreneur plans to fill the need 
is also a contributor to better venture performance (Sambasivan et al. 2009). In 
relation to prior knowledge, some studies have found that the majority of entre-
preneurs (56%) are educated to Bachelor degree level (Okoye–Adigwe 2015).

•	 Social network skills are needed to establish relationships for collaboration and 
as a means of overcoming the limited resources and knowledge. Networking is 
so intense on the part of the entrepreneur, when compared to managers of large 
businesses that Burns (2002) compares it to the spinning of spiders webs and this 
is also borne out in the informal organizational structure where staff are also en-
couraged to network and, thereby, the web gets bigger still. However, with these 
social networking skills and an informal structure, the entrepreneur communi-
cates directly with all staff, which would be impossible in a larger organisation 
and has been found to have a limit of around 20-30 employees (Lobontiu G.–
Lobontiu M. 2014). The following figure highlights this different approach using 
social network skills:

Figure 2: The growth of the entrepreneurial spider web

	 a)	 b)

Formal reporting lines 

Informal reporting lines  - - - - - - - - 

Source: Burns (2002)
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Social network skills are also seen as a part and package with alertness and prior 
knowledge that constitute the means by which entrepreneurs recognize opportunities, 
prior to setting up a business. This is shown in the following figure:

Figure 3: Three key entrepreneurial characteristics and their effects

Source: Lim–Xavier (2015)

In this way, we can see the interplay between skills and how the three characteristics 
lead to the enhancement of opportunity recognition skills, as well as firm performance. 

•	 Vision-centred. According to Mintzberg et al. (2002) in the book Strategy Safari 
there are ten schools or approaches to strategy. The main focus of the entrepre-
neurial school is on the leader and his / her vision. The vision is a representation 
of a strategy existing in the mind of the leader and perhaps can be considered as  
a vision of the organization’s future. The vision is thus seen as an image rather 
than some advanced plan. As such, the School considers the mental processes 
of the leader as well as the issues of typology, traits and talents of a leader and 
entrepreneur. 

•	 Regardless of the differing concepts of a leader and an entrepreneur, Mintzberg’s 
Entrepreneurial School also considers the intuition, wisdom and experience that 
the leader / entrepreneur employs as a means of strategy formation, although it 
seems that such strategy formation is an almost semiconscious process. 

•	 The entrepreneur is the key to strategy formation in this School, the vision is pro-
moted by the leader under his close personal control so that specific aspects can 
be reconsidered if necessary. This implies that power is centralized with the leader 
and that the leader is likely to be the head of the company, founder or CEO.

Prior
knowledge

Social
network

Business
performance

Opportunity
recognition

Alertness



Prosperitas Vol. VI. 2019/1. (12–34.) 21

•	 Risk-taking. The entrepreneur is often characterised as a risk-taker, although en-
trepreneurs such as Richard Branson, claim that this is calculated risk-taking, 
rather than a simple gamble. 

•	 Gubitta and Tognazo (2017) highlight that a strong drive or passion to achieve 
is also required from entrepreneurs. However, passion can be divided into two 
types: harmonious passion and obsessive passion. The claim that harmonious 
passion prevails over obsessive passion among entrepreneurs and propose that 
harmonious passion positively affects entrepreneurs’ subjective career success, 
while obsessive passion has a negative or no impact on it.

There are also personality aspects that could be considered such as narcissistic being 
one aspect that has been found as characteristic of entrepreneurs (Kets de Vries 1996). 
A more recent study by Piper (2017) found that narcissism affects a companies’ finan-
cial performance and that firms’ future operational performance can be assessed based 
on the indicators of CEO narcissism. This would also apply to the case of entrepre-
neurs – especially form the view that confidence and leadership are misinterpreted and 
should in fact be seen as narcissism, which could be detrimental to the performance of 
the firm.

The Activity of the entrepreneur

Within the context of activity, we will consider two main elements. Firstly, the activity 
of the entrepreneur setting up their own business and the associated motivations for 
doing so. Secondly, we will examine the way that an entrepreneur manages a company 
through their leadership style. 

Setting up a business

The motivation for a start-up centres upon the founder and, as such, vary greatly. For 
some, it is a social need, because they aspire to be part of a social group (a sense of be-
longing in Maslow’s model). For others, it is the need of self-fulfilment (top of Maslow’s 
hierarchy), because they want to implement their own ideas and having satisfied the 
lower stages of Maslow’s hierarchy of needs in the years of their career, it is time to start 
up their own company. Thus, a person may decide to start a business, as they are look-
ing for a challenge or some freedom to ‘go it alone’.  
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This freedom is often referred to as autonomy, but not all entrepreneurs seek au-
tonomy for the same reasons. Van Gelderen and Jansen (2006: 29–30) claim that many 
entrepreneurs opt for autonomy for the freedom to make their own decisions, others 
because they simply get tired of following others or following rules (negative freedom).  
A need for personal independence was also found in a study of entrepreneurs by Estay 
et al. (2013).

If we consider some of the most successful companies like Apple, Facebook, Micro-
soft, Google or Disney, they started as a project in a garage or student dormitory.  The 
founders were just persons with a strong intrinsic motivation.  As Steve Jobs once said: 
‘Being the richest man in the cemetery doesn’t matter to me. Going to bed at night say-
ing we’ve done something wonderful… that’s what matters to me.’

Shane et al. (2003: 272–273) suggest entrepreneurs are motivated by the need for 
achievement, locus of control, desire for independence, passion and drive. They sug-
gest that some or all of these motivations influence the entrepreneur from initial rec-
ognition of the opportunity through to its realization and the founding of a start-up. 
The motivation to start a company with a view to growth and impact is also affected 
by other areas such as knowledge (educational level), experience, skills, abilities as well 
as the environment of the opportunity, risk and so on (De Clercq–Arenius 2006: 350). 

In a study of entrepreneurs in the forestry industry, St-Jean and LeBel (2014) found 
that motivations were linked to business performance. They found a positive relation-
ship between starting up a forest business for financial success and out of affection for 
that type of work and business performance. In contrast, they found a negative rela-
tionship between starting a business in response to involuntary constraints, motivation 
and subsequent performance. 

Motivation to start up a business is often seen as relating to four categories of entre-
preneurs. Firstly, Wanna Be Entrepreneurs have a business idea that they believe would 
be successful, however they fail to realize the idea due to a lack of confidence, drive, 
knowledge, or motivation. In other words, one of the bases for the existence of this 
type of entrepreneur is a lack of motivation – perhaps as they are content enough and 
feel safe in their current job, or are not motivated enough to take on the risk of leaving  
a company and going it alone. 

Opportunity Entrepreneurs also have a business idea, but the difference is that they 
act upon it. They are a mixture of people who are self-driven or those who will learn 
to be. They are motivated by the freedom and fulfillment from being their own boss. 

Necessity Entrepreneurs are motivated because they have feel they have no other 
choice than to start a business. Reasons may vary between inadequate income, job loss, 
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or a lack of opportunities to progress in a particular industry (Sági–Korom 2005). The 
last point is particularly relevant as necessity entrepreneurs have been characterized as 
generally starting a business in a field related to their expertise or experience. As these 
entrepreneurs have not chosen this path, their motivation may not be enough for the 
hard work and energy required to start a business and make it grow. The start-up may 
be seen as a ‘stop-gap’ until they can find a job with a decent income or opportunities. 

Serial Entrepreneurs love business and get a buzz from the successes achieved. As 
we saw earlier in the quote from Steve Jobs, it’s this rush and sense of fulfilment by 
making an impact that motivates serial entrepreneurs. So much so, that after having 
got one business up and running, they are searching for the next idea or opportunity to 
get off the ground – this explains why entrepreneurs such as Richard Branson have had  
a role in starting up more than 400 companies.

Within the concept of motivations for founding a business, we can also consider the 
attitudes that shape a decision to found a business and the reasoning behind that deci-
sion. Bergmann (2004a, 2004b, 2005) found that the decision to establish a company 
was influenced by: 

•	 the self-evaluation of the founder’s own foundation capabilities; 
•	 the founder’s perception of opportunities for founding a business in a particular 

region and industry; and
•	 how the founder handled risk (i.e. the founder’s level of risk aversion). This as-

pect involved other areas such as a fear of failure, self-confidence, background 
knowledge of the industry, previous experience in founding a business, social 
networks and so on (see also Sági 2017).

Studies have found that foundation-related attitudes and abilities, such as those listed 
here, have a significant influence on business foundation activities (Arenius–Minitti 
2005).

Leadership

When we think of leadership, in contrast to management, then leadership can be de-
fined as ‘an influence relationship among leaders and followers who intend real changes 
and outcomes that reflect their shared purposes’ (Daft–Lane 2008: 5). The leadership 
style is the approach taken by an owner-manager or entrepreneur in this influence 
relationship. Leadership style is seen as achieving sustainable competitive advantage 
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through the balancing of four competing criteria: (1) profitability and productivity;  
(2) continuity and efficiency; (3) commitment and morale; and (4) adaptability and in-
novation. This balancing is a competence referred to as behavioural complexity and it 
was found by Hart and Quinn (1993) that higher levels of behavioural complexity lead 
to better overall firm performance.  

However, this does not mean that all leadership styles manage to achieve a suitable 
balance in their given context. The top management of organizations has the task of 
guiding the company in a certain direction and devising a strategy to take the com-
pany in that direction. If a strategy is not communicated or implanted correctly, then 
it doesn’t matter how good the planned strategy is. Management style adopted by top 
managers will affect how the strategy is implemented. Certain styles suit specific busi-
ness situations. When we look at a few examples, bear in mind that in this case, man-
agement and leadership are used interchangeably. We will then consider the style(s) 
most common in entrepreneurs and owner-managers.

Situational Leadership: A situational leader understands the current work-related 
issues and does what is necessary to solve the problem, such as by allocating the work 
to the most proficient person for the task. In other words, this kind of manager is  
focused solely on the situation and can select an appropriate style for that given current 
situation in strategy implementation.

Transformational Leadership: A strategy is often based upon the future desired di-
rection or vision for the organization. Transformational leadership involves setting at-
tainable goals and sharing the vision of the organization. Transformational leaders see 
employees as the strength of the organization and want innovative and creative think-
ing from them – provided it is oriented towards the vision. Employees are involved in 
the implementation process, and all elements of the strategy is communicated within 
the scope of the vision.

Transformational Leadership: managers must have the ability to change their em-
ployees’ perceptions and beliefs, which is no small feat if they have been held for a long 
time. Thus, transforming employees requires the manager to be charismatic, enthusi-
astic, optimistic, passionate as well as able to create, communicate and share the vision 
with the rest of the organization. If the transformational manager is highly effective, 
then these traits can also be passed onto employees. When this happens, the transfor-
mation has taken place, and the strategy can be implemented effectively with the full 
commitment of all employees, a shared vision, and the necessary traits to implement. 
For SMEs, this type of leadership is closely linked to the entrepreneur, who is also often 
dominated by the vision, and displays passion, enthusiasm and creativity.
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Transactional Leadership: Transactional leaders use rewards and punishments to 
reward good work and punish for failure to meet the leader’s expectations. There is 
a focus on the policies and procedures and some autocracy in decision-making. For 
owner-managers and entrepreneurs this aspect is particularly relevant as we saw that 
informal communication to all staff takes place in a spider’s web form, but with the  
entrepreneur or owner manager at the centre of the web making final decisions. How-
ever, with such informal approaches, establishing policies and procedures comes lat-
er in the growth of the firm generally. This type of leadership is most effective when  
deviation from the plan may have disastrous results or in times of crisis when employ-
ees are looking for ‘a hero’ to take control and dictate what should be done to get out 
of the predicament. However, for SMEs there is a caveat: this style is not effective with 
new or inexperienced staff, since staff are required to blindly follow policies and thus, 
little learning takes place. 

Likewise, for entrepreneurs there is risk to their creativity and innovative thinking, 
since creative and innovative employees who are highly skilled and experienced may 
feel they have a lot of ideas to contribute to the entrepreneur’s strategy formulation and 
implementation but will either not be consulted or not have the opportunity to contrib-
ute beyond the stipulated procedures. This will likely lead to a common problem found 
in SMEs of the entrepreneur or owner-manager becoming a ‘micromanager’ and this 
in turn will frustrate and demotivate the more talented and experienced employees.

Servant Leadership: The servant leader focuses on the development of staff and so 
should be empathetic and collaborative. Strategy is implemented in teams as the ra-
tionale is ‘people first, task second’. If the SMEs has been in operation for some time 
then this style would work well as it is most effective when the employees are involved 
with routine tasks. Likewise, conflict can be managed well – this may be important for 
owner-managers when they reach a stage of growth where non-owner managers are 
needed and this may result in conflict through a difference in values and perceptions of 
the most suitable direction for the organisation. However, for SMEs in crisis, this might 
not be the most suitable style as it lacks direction, and employees tend to need direction 
in times of crisis, such as that offered by autocratic or transactional leadership.

Laissez-Faire Leadership: This style is often found in the literature to be a barrier to 
strategy implementation. The leader gives a free rein to employees to do what they want 
as long as the task is done well and correctly. Thus, in contrast to transactional leader-
ship, there are no policies or procedures and this leads to plenty of scope for creativity. 
Companies such as ad agencies, social media companies, or those involved in research 
and development may have leaders with this style.
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As this style requires close monitoring by the owner-manager or entrepreneur, it 
is not advisable for SMEs with founders struggling with a heavy workload and time 
commitments. It also is not suitable for very young companies as this style assumes 
that team members have the skills, knowledge, and motivation to achieve strategy im-
plementation. 

Paternal leadership: When we consider SMEs and specifically family businesses, 
then a paternal leadership style is associated often with this form of business. Paternal-
istic leadership is often falsely perceived as purely a benevolent, caring style. However, 
it is ‘a style that combines strong discipline and authority with fatherly benevolence’ 
(Farh–Cheng, 2000: 91). Bing (2004) suggested that a leader is reminiscent of the origi-
nal authority figure for most people: the parent. 

Paternalistic leaders may get involved in both professional and personal lives of staff 
(Gelfand et. al 2007), which is often characteristic of a founder in an SME, but this 
involvement is not so much an annoying interference as an individualized concern for 
the personal well-being of staff (Pellegrini–Scandura 2008). Recent research also has 
distinguished three types of paternalistic leadership as authoritarian, benevolent and 
moral (Rivers 2015), and Aycan (2006) details the characteristics of these three pater-
nalistic leadership styles as follows: Benevolent paternalistic leadership; Authoritar-
ian paternalistic leadership; and Moral paternalistic leadership. It should be noted that 
some scholars question the benevolent intent (Padavic–Earnest 1994: 389). Uhl-Bien 
and Maslyn (2005) see this benevolence as transactional i.e. the leaders expect some-
thing in return, resulting (potentially) in indebtedness and oppression on the part of 
the staff. If these findings bear out, then this style seems closer to transactional leader-
ship. 

As a final note on this leadership style, the consequences of this leadership style, 
despite its prevalence, can be pretty dire for SMEs. Lubatkin et al. (2007) found that the 
founder’s belief in knowing best and acting with best intentions resulting in calculative, 
coercive and transactional behaviour. The outcome of this behaviour would be that the 
future successors (children) resent being coerced and manipulated and thereby resist 
and rebel. However, this reaction might not change the founder’s behaviour since it 
may be seen as the ‘necessary cost of parenting’. For family firms in particular, this is 
bad news as ‘the more driven by paternalism, the more dysfunctional their firms’ inter-
generational relationships become’ (Lim et al. 2010: 206). 

Entrepreneurial Leadership: Needless, to say in the same way paternalistic leader-
ship relates to owner-managers of family firms, entrepreneurs fit into the mould of 
this style. Leaders are risk takers with a penchant for finding innovative solutions to 
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problems. They search for new ideas and make them a reality with creativity, drive, 
enthusiasm and a strong vision (Daft 2012). There is also a certain degree of drive and 
independence i.e. not needing to belong to a large company as an employee.  

The Attitude of the entrepreneur

In this section, we will consider entrepreneurial attitudes to and perceptions of the 
business and running the business – more specifically the characteristics that set entre-
preneurs apart from others. We will also look at running the business in general and 
specific business areas, such as human resources.

Kets de Vries (1996) looks at the attitudes and behaviours of entrepreneurs from 
the perspective of psychoanalytic theory. In light of the findings of previous studies 
that entrepreneurial behaviors involve a need for control, a sense of distrust, a desire 
for applause, and resorting to primitive defensive mechanisms, and the flight into  
action, Kets de Vries (1996) found that the narcissistic attitudes were actually reactive 
in nature. Furthermore, he found that running a business was not necessarily a rational 
process, but that entrepreneurs tended to rationalize the decisions that they had made, 
retrospectively. 

The attitude of entrepreneurs to the future also varies greatly and affect the way the 
business is managed. The essential question is whether entrepreneurs assume that the 
future can be controlled or not. Sarasvathy (2001) suggests that there are five principles 
for entrepreneurial attitudes, if we bear in mind the uncertainty and limited resources 
of founding a business:

•	 Bird in hand: this means the entrepreneur chooses to start with one’s means.
•	 Affordable loss: this attitude takes a somewhat more conservative or even nega-

tive attitude, as the entrepreneur focusses on the downside of what could be lost 
and which aspects of the loss are acceptable.

•	 Crazy-quilt: this attitude involves establishing partnerships (collaboration) and 
building a network of contacts as a means of overcoming apparent limitations 
and uncertainty.

•	 Leveraging contingencies: This attitude necessitates working on an ad hoc basis 
and making us of unplanned opportunities as the arise.

•	 Pilot in the plane: This attitude involves the entrepreneur focussing on control-
ling the environment (internal and external) rather than attempting to predict 
the future and adapt business operations to those predictions.



Nick Chandler: Standing alone? A review of the characteristics of the entrepreneur…28

Many of these principles are reminiscent of the approaches taken on by larger com-
panies, as specified in Mintzberg’s Strategy Safari, where there are 10 schools of thought 
prevalent in strategy formulation and implementation. Attitudes to the environment 
can be seen in the ‘Environmental school’ along the lines of the ‘pilot in the plane prin-
ciple’, leveraging contingencies is seen in the ‘contingency school’, ‘crazy-quilt’ is seen in 
the Cultural and Power schools, and so on. 

From an operational perspective, one of the biggest operation changes occurs when 
entrepreneurs or owner-managers have to start employing non-owner managers for 
various departments. Watkins (1983) found that owners were often reluctant to del-
egate responsibilities to newcomers. This stemmed from a perceived need to remain in 
control and/or a fear that the newcomers would take the business knowledge and use 
it so set up a business in direct competition with the owner manager. Watkins (1983) 
also found that any attempts at changing working practices were seen as a criticism of 
the owner-manager.

Discussion

Our literature found that the definition of an entrepreneur is somewhat elusive when 
bearing in mind the many combinations of entrepreneur with owner and manager. 
Moreover, if we consider the entrepreneur as an entrepreneur within the setting up of 
an SME, such as a family business, then we are faced with contrasting definition both 
from empirical studies and practitioners as to what are the defining traits of a business 
start-up. 

Despite this challenge, we have found a number of characteristics in the literature 
that distinguish the entrepreneur from other actors in the business world, namely mas-
tery, opportunity recognition skills, alertness, prior knowledge of the realm in which 
the SME resides, and social network skills. Findings in the literature indicate that these 
characteristics not only distinguish the entrepreneur, but also have a potentially huge 
impact on the ability of the firm to grow and expand in the longer term. 

When we consider the theme of ‘activity’, we reduced the scope to two main group-
ings of activities: the start-up phase of the business and leadership during the opera-
tion of the business. For the start-up phase, we considered the motivations for starting 
and business and an overlap emerged as some aspects of motivation were related to 
attitudes, which formed the third A of our 3A model. The entrepreneur’s activity in 
deciding to found a company or not was influenced by attitudes to risk, failure, and 
self-perception.
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We found that some leadership styles may be seen in SMEs, even though they may 
stifle the creativity from employees and are not suited to a start-up environment where 
there is continuous learning, such as the transactional style. We also found that empiri-
cal literature focusses on the paternalistic and entrepreneurial styles of leadership for 
entrepreneurs. 

For our final section of attitudes, we also see some over lap with other sections of 
this framework, namely that attitude can affect activity, which in turn will affect the 
firm’s performance. For example, with the ‘crazy-quilt attitude’ this will affect the level 
of entrepreneurial activity in establishing partnerships and building a network of con-
tacts, which in turn will affect the entrepreneur’s ability to overcome limitations and 
uncertainty.

Conclusions

In this review, we used the framework of the 3A model to enhance our understanding 
of the nature of the entrepreneur. We found that the model serves well as a means of 
examining key areas, but is limited by the overlapping of two of the three areas, namely 
activity and attitude as the literature indicates that an entrepreneur’s attitude influences 
the activity or extent to which a particular activity such as taking risks or networking, 
is undertaken. The link between these two would be an interesting direction for fur-
ther study insomuch as whether the link indicates a two-way or one-way relationship  
between activity and attitudes, i. e. can activities also shape attitudes?

Our examination of leadership style and characteristics indicated attitude acts as 
a mediator of the extent to which skills are employed to undertake certain activities 
under the premise a certain leadership style. Two research direction arise from this. 
Firstly, if attitude or leadership style inhibit the skills and activities undertaken. Sec-
ondly, whether these areas are fixed for the infancy years of the business, or if the entre-
preneur adopts a contingency approach and the activities (motivations and style), and 
attitudes are directed by the environment in which the actor operates. 

Finally, through the use of our 3A model, it’s simplicity of three areas help to exam-
ine and explain the nature of the entrepreneur. For example, Aldrich and Cliff (2003) 
and Arregle et al. (2007) highlight that actors of family businesses are set in an ongo-
ing system of social relations and we found that this aspect, amongst others, also came 
across in our review, as well. However, the framework also serves as a limitation of the 
areas for reviewing the entrepreneur. Our decision to limit areas such as activities to 
start-up activity and leadership limits the review further. However, this limitation is 
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seen as a necessary one in a field with so much extensive literature and as a means for 
contributing to theoretical and empirical understanding of entrepreneurship and fam-
ily firms, as the original developers of the model intended. 
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