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ABSTRACT

Objectives: Our aim in this paper is to explore the determinants of the speed of venture creation and its effects on subsequent growth, in the context of South American countries.


PriorWork: Prior theoretical and empirical work has suggested that there is a positive relationship between faster speed of decision making and subsequent outcomes. However, little is known about this issue in emerging regions. There is some empirical evidence showing that in South American countries set up a business takes 16 times more days than in North American countries or the UK. According to these studies one of the main consequences of this retardation of venture creation is a loss of productive economic growth.


Approach: Prior research in this topic has focused on the costs and time taken for someone to set up a new venture. This approach may ignore some of the very real differences between the characteristics and behaviours of the entrepreneurs. Therefore we explore individual factors that quicken or retard venture creation, the influence entrepreneurs’ personal network and the entrepreneurs’ perceptions of the environmental conditions. Finally, we examine how venture creation speed impacts on the subsequent venture growth. Data were collected from face-to-face interviews with 647 entrepreneurs in Argentina, Brazil, Chile and Peru, and analyzed using multivariate regression models.


Results: Our results show that human capital variables and the perceptions of unfavourable environmental conditions seem to influence venture creation, while support from larger and more powerful network members appears to enhance both speed and growth. Interestingly, we find that unemployed individuals are more likely to quicken their entry but also more likely to grow slower. In addition, venture creation speed is negatively related to subsequent growth.


Implications: Our results are important for researchers because they add to the limited general literature on venture creation speed. The results are also relevant for those interested in entrepreneurship in developing countries. For policy makers the results may be valuable to guide specific targeting policies and programmes. Another implication for individuals involved in the start-up process is that it seems that those who are more careful and systematic in starting businesses are more likely to grow faster. 

Value: The main value of this paper is to add evidence about the speed of venture creation in South America, expanding our knowledge about the influences not only of environmental variables but also human and social capital as well. This study also provides evidences to discuss the relationship between the venture creation speed and its subsequent performance.
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Introduction
Prior theoretical and empirical work has suggested that there is a positive relationship between faster speed of decision making and subsequent outcomes.  Kirzner (1973) argues that very many entrepreneurial opportunities are time based.  Hence entrepreneurs often need to make fast paced decisions to exploit opportunities before they disappear (Stevenson and Gumpert, 1985).  Empirically, there is evidence that those ventures that make fast-paced decisions are more likely to have stronger outcomes (Eisenhardt, 1989; Judge and Miller, 1991; Baum and Wally, 2003).  However, little is known about the speed of venture creation, which refers to the time taken to create a new venture, and its performance implications.

Venture creation speed may be especially important in emerging countries such as South America.  What really distinguishes emerging economies from other developed economies is the presence of greater macroeconomic and institutional volatility (Smallbone and Welter, 2001; Aidis, 2005; Ahlstrom and Bruton, 2006). South American countries have long shared similar experiences (e.g. import substitution) that revolve around common problems (e.g. inflation) and issues (foreign debts).  Over the last two decades these countries underwent drastic reforms in macroeconomic and trade policies (Aulakh et al, 2000; Macario, 2000), which shaped an important change at institutional and environmental levels, and affected any human activity (Katz, 2001). Especially during the nineties, the so-called “Washington Consensus” (Williamson, 1990) emphasized on privatization policies and deregulation. These changes were mainly focused on reducing the state actions and on liberalizing foreign trade, the financial system, and the labour market (Reinhardt and Peres, 2000).  After a long period of changes in the macro-environment, most of Latin American countries achieved worst long-term performance compared to other economies in more stable environments (Cimoli and Katz, 2003).  

Some analysts argue that a particular limit on the economic prospects of an emerging economy is the time and costs of doing business. In effect, De Soto (1986) found that setting up a new venture in Peru cost the equivalent of three years wages and suggested that such costs drive the poor towards the illegality.  More recently, Djankov et al (2002) identified the costs and time associated with establishing a new formally registered firm in 85 countries and showed that, for example, it takes 83 days for a Peruvian entrepreneur to set up a new venture, 63 in Brazil and 48 in Argentina.  This compares with 2 days for Canada, 4 for the US and 5 for the UK.  Using similar objective measures, the expanded results from the World Bank (2005) suggest that the situation in the South American countries has not recently improved.  Overall, these studies crucially suggest that the consequence of this retardation of venture creation is a loss of productive economic growth.  

Our aim in this paper is to further explore the factors that may influence venture creation speed, since the formal and legalistic features of venture start up are just one part of the venture creation process.  In specific, we seek first to provide insights into the individual and environmental factors that have an impact on the speed of venture creation.  Second, we examine the performance implications of speed by looking at the impact that it has on the subsequent venture growth.

The paper makes four contributions.  The first contribution is to explore individual factors that quicken or retard venture creation.  Prior research that have sought to itemize the costs and time taken for someone to set up a new venture (e.g. Djankov et al, 2002) assumes that nascent entrepreneurs are faced by a set of objective procedures or obstacles that they have to negotiate.  Our thinking is that this may ignore some of the very real differences between the characteristics of the entrepreneurs.  The limited prior research on US decision speed in new ventures has indicated, for example, that age plays an important role (Forbes, 2005).  We are interested in seeing, for instance, if human capital attributes, such as the entrepreneur’s education and experience, are relevant in the South American context.  

Second, we investigate how venture creation speed is influenced by the entrepreneurs’ personal network.  Entrepreneurs in emerging and developing economies often have to intensify their networking activities to identify entrepreneurial opportunities and facilitate access to resources (Peng, 2001; Smallbone and Welter, 2001; Kantis, 2004).  Hence it may be interesting to look at characteristics of their personal network that may have an impact on the speed of venture creation.  A third contribution of the paper is to examine how venture creation speed is influenced by the entrepreneurs’ perceptions of environmental conditions, since they have been shown to affect the creation and development of new firms (Davidsson, 1991; Brown and Kirchhof 1997; Begley et al, 2005).  Thus, we see how subjective perceptions rather than objective measures influence venture creation speed in the context of South American economies.  

Ultimately, venture creation speed is especially important if there is some discernable relationship between speed and subsequent performance.  Our final contribution, therefore, is to examine, in conjunction with the above mentioned individual and environmental factors, how venture creation speed impacts on the subsequent venture growth.  Differing studies have identified that the initial resources of an entrepreneur have a direct and tangible impact on the new venture (e.g. Stinchcombe, 1965; Eisenhardt and Schoonhoven, 1990; Veciana, 2005) but little is known about the impact of speed on the subsequent growth of the venture. In South America, venture growth plays an important role in the differing economies. Peres and Stumpo (2002) showed that new and small firms are not marginal actors in the industrial structure of the countries but have a high profile, particularly in employment. According to Berry (2002), net employment creation in the nineties was mainly due to the micro enterprise sector and to SMEs (about 90 percent of the total new jobs), but the former playing a safety-net role when no other sources of employment were unavailable.  Looking at the job creation potential of new and small firms in South America, it is interesting to find the factors that affect venture creation speed as well as its impact on the subsequent venture growth.  

Theory and hypothesis development

In this section we develop hypotheses grouped around our interests in how entrepreneurial and environmental characteristics impact on venture creation speed and what is the actual influence of speed on subsequent venture growth.  We suggest that venture creation speed can be explained as a result of the entrepreneurs’ human capital attributes, the characteristics of their personal networks as well as their perceptions of environmental conditions.  Subsequent venture growth, in turn, will be a function of the speed of venture creation and the same mentioned factors.  
Human capital attributes
The theory of human capital suggests that individuals with increased abilities are more likely to be productive (Becker, 1964).  A distinction is often made in the literature between the ‘generic’ and ‘specific’ components of human capital.  Generic human capital is thought to apply to most areas of life, whereas specific human capital is adapted to a particular domain of socioeconomic activity.  Generic human capital usually relates to the general knowledge acquired by individuals through formal education.  Indeed, education is one of the most frequently examined components of generic human capital.  In general, it may be anticipated that formal education will have an impact on venture creation speed.  Entrepreneurs who are more highly educated may be better able to deal with complex problems, since formal education is a source of knowledge, skills, discipline, motivation and self-confidence (Cooper et al, 1994).  Highly educated entrepreneurs are also likely to be better able to identify opportunities and/or to realise the returns from those opportunities (Ucbasaran et al, 2006).  Moreover, they can more easily escape financial constraints suffered by new firms (Evans and Leighton, 1989).  These entrepreneurs may leverage their knowledge and the social contacts generated through the education system to have access to greater personal capital to finance the new venture (Colombo and Grilli, 2005).  Overall, individuals with higher levels of education will be more likely to create their venture more quickly.  We then suggest the following hypothesis:

Hypothesis 1: Education will be positively related to the speed of venture creation.

Whilst generic human capital attributes are seen as providing generic skills useful for all types of economic activity, specific human capital refers to skills and knowledge that are less transferable and have a narrower scope of applicability than generic human capital attributes (Gimeno et al, 1997).  Theoretically, it may be expected that individuals with deeper stocks of specific human capital should be able to create ventures more quickly.  Entrepreneurs with greater ‘know how’ not only are more certain of their entrepreneurial ability (Jovanovic, 1982) but are better able to deploy their stock of tacit knowledge to build their venture.  In particular, the entrepreneur’s experience (e.g. prior learning through direct experience of managing or by working in a relevant sector, prior experience as entrepreneur) is likely to lead to faster decision making by enabling entrepreneurs to gather and process information more efficiently (Forbes, 2005).  Furthermore, an entrepreneur’s prior knowledge can be associated with the number of business opportunities identified and pursued by the entrepreneur (Davidsson and Honig, 2003; Ucbasaran et al, 2006).  Overall, this will be reflected in a faster speed in terms of venture creation.  Hence we suggest the following hypothesis:

Hypothesis 2: Prior experience will be positively related to the speed of venture creation.

Although individuals with higher levels of human capital may be likely to find entrepreneurship attractive, they are also more likely to be attractive to current or prospective employers.  Similarly, unemployed individuals may need to establish their own business if they lack a viable alternative.  This issue has been addressed in the literature on the determinants of entrepreneurship, where the “push” motivation has been defined as circumstances wherein an individual feels forced to establish a new venture due to negative labour prospects, such as personal unemployment (Storey, 1994).  In these situations, individuals may consider the formation of a business as their best choice (Ritsilä and Tervo, 2002).  In turn, the “pull” factors are those where an individual is attracted primarily by the prospect of founding a business.  Similarly, the Global Entrepreneurship Monitor (GEM) has discussed two rather different types of entrepreneurship i.e. necessity and opportunity entrepreneurship (GEM, 2005).  In terms of venture creation speed, it would follow from this view that previously unemployed individuals could be thought to be in a greater hurry to create their own venture.  People who would otherwise prefer to work in paid-employment are quickly pushed into establishing their own ventures because they cannot find suitable paid-employment opportunities (Evans and Leighton, 1990).  On these grounds it may be argued that prior labour status will have an impact on venture creation speed.
Hypothesis 3: Prior unemployment will be positively related to the speed of venture creation.

Personal networks

In addition to the entrepreneurs’ human capital characteristics, their personal networks may be relevant to the speed of venture creation.  According to the network perspective, entrepreneurs are not isolated and individual decision makers, and entrepreneurship is by itself a networking activity (Dubini and Aldrich, 1991; Johannisson, 1991; Brüderl and Preisendörfer, 1998).  Entrepreneurship is then embedded in a social context, channelled and facilitated or constrained and inhibited by people’s positions in social networks (Aldrich and Zimmer, 1986).  In short, new ventures emerge out of personal networks (Johannisson, 2000).  Our analysis here is firstly focused on the size of an entrepreneur’s personal network, i.e. the number of different persons with whom the founder has talked about his/her business idea (Aldrich and Reese, 1994).  The network size may have an influence on the speed of venture creation.  In general, those entrepreneurs who talk to a relatively high number of persons about the business idea during the gestation period might be expected to take more time to create the venture.  Since the development and refinement of the original idea often involves interacting with others, those entrepreneurs who interact with a high number of contacts are more likely to spend more time gathering information (Cooper and Mehta, 2003).  Moreover, contacts with professionals such as consultants, accountants and lawyers can lead to a longer preparation time due to the necessary development and refinement of business plans (Timmons, 1999).  Moreover, entrepreneurs who make full use of their sizeable personal networks may take more time to set up the new venture.  Therefore, we would expect that, on average, the number of interactions before the start-up will lead to a longer gestation period.  Thus, we suggest the following hypothesis:

Hypothesis 4: The number of contacts will be negatively related to the speed of venture creation.

Besides the number of network contacts before the business start-up, scholars have identified the importance of support from network members to the new venture (e.g. Birley 1985, Johannisson, 2000).  Thus, entrepreneurs make use of their socially constructed networks to accrue benefits which may be tangible or intangible, either in terms of resource acquisition or legitimation activities (Stinchcombe, 1965; Ostgaard and Birley, 1994).  Such support may be derived from different network members, which are usually classified into different groups, such as family, friends, and acquaintances.  The theory behind this procedure is Granovetter’s (1973) model of strong (relations with high levels of emotional underpinning) and weak ties (based on more rationally dominated relations).  Entrepreneurial networks have similarly been categorized into two types derived from different sources: informal (based on interpersonal relationships) and formal (professional ties) (see Birley, 1985).  Overall, there are several reasons to expect that network support will have a positive impact on the speed of venture creation.  First, network members are channels for gaining access to information (Birley, 1985; Greve and Salaff, 2003).  Second, they may also open the possibility to get access to financial resources for the entrepreneur, in particular well-placed contacts (Burt, 1992; Batjargal, 2003).  Finally, there is evidence that bridging social capital based on weak ties is a predictor of fast gestation activities (Davidsson and Honig, 2003).  On this basis, we offer the following tentative hypothesis:

Hypothesis 5: Support from network members will be positively related to the speed of venture creation.

Perceptions of environmental conditions

Besides the influence of human and social capital factors on venture creation and development, the environment in which the venture operates is pivotal (e.g. Gartner 1985; Gnyawali and Fogel, 1994).  Environmental considerations may be thought to be particularly important in environments characterized by fundamental and comprehensive institutional transformations, such as emerging and transition economies.  In addition to challenges associated with their lack of resources and legitimacy (Stinchcombe, 1965), new ventures in these economies face additional obstacles or barriers.  In the case of South America, prior studies have shown the importance of costs and time associated with establishing a new firm (Djankov et al, 2002; World Bank, 2005).  There is also evidence that poor infrastructure, lack of start-up finance, high inflation, increased tax rates and the overall economic conditions have an impact on the establishment and subsequent development of new ventures in the region (Tybout, 2000; Schiffer and Weder, 2001; Beck et al, 2002; Kantis et al, 2004; Herrera and Lora, 2005).  One suggestion here is that the entrepreneur’s subjective perceptions of the external conditions are likely to play an important role in explaining venture creation speed.  Several authors argue that the objective environment affects new venture creation and development via the entrepreneur’s perceptions rather than directly (Edelman et al, 2004) and that perceptions are a mechanism that filters the impact of objective environmental conditions on individual-level processes (Begley et al, 2005).  Since the decision to become an entrepreneur is made at the individual level (Arenius and Minniti, 2005), his/her perceptions about the environmental conditions are of special relevance in terms of the speed of venture creation.  Hence entrepreneurs are more likely to quicken their entry when they perceive conditions as favourable, even whether or not these conditions are favourable objectively (Davidsson, 1991).  Conversely, it should be expected that the less favourable the entrepreneur perceives the local environment to be, the less likely the venture is to be created quicker.  This logic suggests the following hypothesis:

Hypothesis 6: Perception of unfavourable environmental conditions will be negatively related to the speed of venture creation.

The implications of venture creation speed

Finally, we are interested in the consequences of venture creation speed.  Prior theoretical and empirical work in developed countries has suggested that faster speed of decision making is associated to subsequent outcomes.  Eisenhardt (1989) proposed that faster decision making contributed directly to venture performance in fast-moving environments.  Judge and Miller (1991) found support for this hypothesis, but only in dynamic environments, while Baum and Wally (2003) showed that faster decision making contributes directly to performance across a range of environmental contexts.  Nevertheless, other recent studies have suggested that the implications of decision speed for venture development may be more complex and conditional.  The view of Perlow et al (2002) is that fast decision making can lead to a ‘speed trap’ that is detrimental to venture performance.  Forbes (2005) has found that the relationship between decision speed and firm closure was positive for a sample of new Internet ventures.  On the whole, we might expect that an increase in the speed of entry will be important to explain subsequent venture outcomes, since entrepreneurs that make faster decisions can exploit opportunities before these disappear or are exploited by competitors (Kirzner, 1973; Stevenson and Gumpert, 1985).  Thus, differences in venture creation speed amongst entrepreneurs will lead to differing levels of subsequent venture growth.  Although we do not have specific information for emerging economies, we postulate that:
Hypothesis 7: The speed of venture creation will be positively related to subsequent venture growth.

Methodology
Data collection and sample

Our data were collected in the context of an international project on entrepreneurship in emergent economies led by the Inter-American Development Bank, the Development Bank of Japan and the National University of General Sarmiento (see Kantis et al, 2002; Kantis et al 2004 for a description of the methodology).  We make use of data collected in four major South American countries: Argentina, Brazil, Chile and Peru.  The research collection process started in late 2000 and lasted until early 2003.  The focus was on firms that had grown to at least 15 employees at the time of the survey (but with less than 300 employees), although a number of micro firms were also included in the study for comparison purposes (self-employed individuals were not considered).  The target sample in each country was young ventures (founded in the nineties); that were local independent ventures (not subsidiaries of foreign multinationals or part of larger enterprises); concentrated in particular sectors (e.g. traditional manufacturing vs. ‘knowledge-based’ ventures in software, applied electronics and internet technologies) and located in large metropolitan areas
 or small industrialized cities (e.g. industrial clusters). 

Identifying suitable ventures, however, proved extremely difficult since there are really no lists of new ventures or relevant published data in these countries did not capture the specific variables of interest.  To overcome this problem, information sources such as industry associations lists, public support institutions, local governments and chambers of commerce directories were used to begin to identify at least 130 new ventures in each country that met specific criteria detailed above.  Firms were selected at random from these lists and contacted via telephone to establish if the venture met the specified criteria.  If so, face-to-face interviews were subsequently conducted with venture founders.  Founders answered a structured interview questionnaire, which was subjected to a pre-test in order to check for biased, misleading or confusing questions.  This questionnaire was administered at their normal place of work and took about an hour to complete. Questions concerned various characteristics of the entrepreneur, the venture and the environment, including specific questions with regard to the gestation process and the subsequent growth of the venture.  Follow-up activities were also conducted to clarify ambiguous points.  Inconsistent or ambiguous answers, if not clarified, were treated as non-responses leaving an available sample of 647 ventures.

Measures

Our first dependent variable is venture creation speed.  This is defined as the time taken by the entrepreneur to create his/her venture.  Thus, in order to measure this variable, respondents were asked to identify how many months it took them to launch their venture from the inception of the business.  However, prior research on the speed of the venture creation has shown that it is not normally distributed (Reynolds and Miller, 1992; Liao et al, 2005).  Our data, likewise, are not normally distributed: the mean average was 21.5 months with a standard deviation of 27.9 months (skewness = 4.0, kurtosis = 26.9)
. The second dependent variable of this study is venture growth.  We chose employment growth for several reasons.  First, entrepreneurs are generally loathe to provide finance data but more willing to impart information on their employees (e.g. Nicholls-Nixon et al. 2000; Bruton and Rubanik, 2002).  Second, ours is a four country study and by using employment measures we get some measure of the resources available to the venture but minimize on inflation, currency and accounting problems.  Third, ventures are important to emerging South American countries in that they represent to policy makers the opportunity to create jobs and rejuvenate their economies (Peres and Stumpo, 2002; Kantis, 2004).  Our chosen measure for the econometric model is the logarithm of the number of employees of the firm at survey date.  Since the age of the venture is added to the set of control variables, this variable is an indicator of the average yearly absolute employment growth in the period in which a firm is observed (e.g. Westhead and Cowling, 1995, Colombo and Grilli, 2005).

Independent variables can be separated into three groups.  Following prior research on venture gestation and growth (e.g. Cooper et al., 1994, Honig and Karlsson, 2004; Rotefoss and Kolvereid, 2005), we include a set of variables related to the entrepreneur’s characteristics: formal education (represented by a dichotomous variable coded 1 if he/she has a university degree, 0 otherwise), prior entrepreneurial experience (variable coded 1 if he/she has previously owned a venture, and 0 if not), prior industrial experience (variable coded 1 if he/she has previously worked in a firm of the same sector), and previous unemployment (this dummy variable measures whether the firm was founded in order to avoid unemployment).  Second, entrepreneurs were asked about their personal networks.  In terms of network size, an item of interest was the number of persons whom the entrepreneur interacted during the gestation period (Greve and Salaff, 2003).  Nevertheless, entrepreneurs may not accurately remember the number of contacts before the foundation of the business, hence the number of contacts was described in terms of ranges.  In the statistical analysis we use a variable that measure if the founder had more than fifteen contacts.  In order to measure the nature of support (e.g. Birley 1985), entrepreneurs were asked whether they received support from family and friends (i.e. informal networks) during the gestation period.  Respondents were also asked about the use of support from more formal sources: bankers, executives of large enterprises, members of public institutions (all 1 = yes, 0 = no) (e.g. Premaratne, 2001; Batjargal, 2003).  For the perceived environmental factors, a number of relevant aspects in the South American context were considered (e.g. Tybout, 2000; Schiffer and Weder, 2001; Beck et al, 2002; Herrera and Lora, 2005).  Entrepreneurs were asked to indicate whether the following aspects were obstacles in the venture creation process: legal regulations, tax level, infrastructure of services and macroeconomic situation (1 = yes, 0 = no).  

Several control variables are taken into account.  First, we control for gender (females = 0, males = 1), age of the entrepreneur at venture creation and the number of firm founders.  To control for differences at start-up, the total amount of the initial investment is considered (more than US$500,000 = 1, 0 otherwise).  We also include the number of years the firm has been trading (i.e. venture age), the industry sector (‘knowledge-based’ ventures = 1, 0 otherwise) and location of the venture (1 = metropolitan area, 0 otherwise).  Finally, three dummy variables are included to control for national differences (the omitted variable in the estimations is Peru)
. 

Table 1 shows descriptive statistics and correlation matrix of dependent, independent and control variables.  Although several correlation coefficients are found to be significant, coefficients are low enough to conclude that multicollinearity will not affect our results.  In addition, the variance inflation factors (VIF) scores were calculated.  VIF values for the independent variables were all below 2.0 indicating absence of any serious multicollinearity.

Table 1: Descriptive statistics and correlation matrix

	
	Mean
	S. D.
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16
	17
	18
	19
	20
	21
	22
	23
	24
	25
	26

	1. Speed
	21.52
	28.03
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2. Growth
	26.43
	39.22
	-0.10*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	3. Argentina
	0.22
	0.42
	-0.04
	-0.05
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	4. Brazil
	0.24
	0.43
	0.05
	0.14*
	-0.30*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	5. Chile
	0.30
	0.46
	0.11*
	-0.09*
	-0.36*
	-0.37*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	6. Location
	0.72
	0.45
	-0.01
	0.12*
	-0.04
	0.01
	0.01
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	7. Sector
	0.32
	0.47
	0.06
	-0.01
	0.06
	0.01
	-0.04
	0.26*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	8. Initial inv.
	0.07
	0.26
	-0.05
	0.15*
	0.15*
	-0.10*
	-0.08*
	0.00
	0.03
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	9. Firm age
	7.21
	2.78
	-0.08*
	0.04
	0.05
	-0.05
	0.00
	0.08
	-0.23*
	-0.12*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	10. Age
	36.87
	9.10
	0.01
	0.02
	0.02
	-0.13*
	0.15*
	-0.01
	-0.15*
	0.12*
	0.06
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	11. Gender
	0.89
	0.31
	-0.05
	0.17*
	0.01
	-0.01
	-0.01
	0.00
	0.08*
	0.06
	0.06
	-0.01
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	12. Founders
	2.45
	1.45
	0.02
	0.18*
	0.07
	0.02
	-0.03
	0.14*
	0.17*
	0.05
	-0.07
	-0.01
	0.09*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	13. Degree
	0.61
	0.49
	0.01
	0.15*
	-0.09*
	-0.04
	0.02
	0.15*
	0.20*
	0.05
	-0.09*
	-0.06
	-0.01
	0.15*
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	14. Entrep. Exper.
	0.23
	0.42
	-0.03
	0.08*
	-0.06
	-0.08*
	-0.12*
	-0.10*
	-0.03
	0.03
	-0.06
	0.09*
	0.01
	-0.01
	-0.02
	1.00
	
	
	
	
	
	
	
	
	
	
	
	

	15. Indust. Exper.
	0.40
	0.49
	0.13*
	0.01
	-0.03
	0.06
	0.05
	-0.04
	-0.04
	-0.04
	-0.02
	-0.06
	0.05
	0.01
	-0.12*
	0.22*
	1.00
	
	
	
	
	
	
	
	
	
	
	

	16. Unemployment
	0.14
	0.35
	0.10*
	-0.13*
	-0.04
	-0.03
	0.07
	-0.03
	-0.08*
	-0.08*
	-0.02
	0.05
	-0.04
	-0.03
	-0.12*
	-0.11*
	-0.01
	1.00
	
	
	
	
	
	
	
	
	
	

	17. Family
	0.26
	0.44
	0.02
	-0.05
	-0.05
	-0.05
	0.01
	-0.10*
	-0.12*
	-0.05
	-0.07
	-0.10*
	-0.07
	-0.07
	-0.06
	0.05
	0.06
	0.01
	1.00
	
	
	
	
	
	
	
	
	

	18. Friends
	0.34
	0.47
	-0.04
	-0.09*
	-0.11*
	-0.06
	0.02
	0.02
	0.05
	-0.03
	-0.05
	0.00
	-0.01
	0.00
	0.04
	0.05
	-0.01
	0.04
	-0.02
	1.00
	
	
	
	
	
	
	
	

	19. Executives
	0.22
	0.41
	0.04
	0.14*
	-0.03
	-0.02
	0.04
	0.09*
	0.12*
	0.10*
	-0.01
	0.04
	0.01
	0.13*
	0.04
	-0.02
	-0.11*
	0.02
	-0.03
	0.11*
	1.00
	
	
	
	
	
	
	

	20. Bankers
	0.02
	0.13
	0.12*
	-0.05
	0.01
	-0.05
	-0.04
	0.03
	0.08
	0.05
	0.00
	0.00
	0.05
	0.01
	0.02
	0.01
	0.03
	0.01
	-0.03
	0.07
	0.01
	1.00
	
	
	
	
	
	

	21. Public instit.
	0.02
	0.14
	-0.05
	-0.01
	0.00
	-0.06
	0.04
	0.05
	0.08*
	0.00
	-0.07
	-0.02
	0.02
	0.01
	0.01
	0.02
	0.01
	-0.06
	0.10*
	-0.02
	-0.03
	-0.02
	1.00
	
	
	
	
	

	22. No. contacts
	0.07
	0.26
	-0.14*
	0.07
	0.07
	0.03
	-0.14*
	0.05
	0.00
	0.15*
	0.07
	-0.07
	0.08*
	-0.06
	0.04
	-0.05
	-0.04
	-0.05
	-0.04
	-0.04
	0.10*
	-0.04
	0.08*
	1.00
	
	
	
	

	23. Tax
	0.15
	0.36
	-0.01
	0.06
	0.00
	0.38*
	-0.27*
	-0.05
	-0.08*
	-0.03
	-0.01
	-0.06
	-0.01
	0.03
	-0.03
	-0.05
	0.03
	0.01
	-0.03
	-0.01
	-0.05
	0.01
	-0.03
	0.12*
	1.00
	
	
	

	24. Regulation
	0.24
	0.43
	-0.07
	-0.05
	-0.17*
	0.02
	0.05
	-0.08*
	-0.11*
	-0.03
	-0.02
	-0.01
	0.04
	0.00
	-0.02
	-0.02
	-0.01
	0.05
	0.02
	0.05
	0.00
	0.00
	0.01
	0.05
	0.01
	1.00
	
	

	25. Infrastructure
	0.10
	0.30
	-0.14*
	-0.03
	-0.05
	-0.02
	0.02
	-0.07
	-0.04
	0.04
	-0.03
	-0.03
	0.02
	0.06
	0.00
	-0.07
	0.01
	0.08
	0.05
	0.10*
	0.08*
	-0.05
	-0.05
	0.06
	0.00
	0.29*
	1.00
	

	26. Economy
	0.11
	0.31
	-0.24*
	-0.03
	-0.10*
	0.04
	-0.06
	-0.01
	-0.09*
	0.00
	0.03
	-0.03
	-0.01
	0.00
	-0.07
	-0.01
	-0.01
	0.08*
	0.01
	0.06
	0.02
	-0.05
	0.09*
	0.05
	0.10*
	0.22*
	0.25*
	1.00


Results

In order to test the hypotheses, we sought first to identify the determinants of venture creations speed within a multivariate ordinary least square (OLS) regression framework.  We further used OLS to capture the influence of speed on subsequent venture growth.  As our data base contains different countries, we computed standard errors that are robust to heteroskedasticity in the two regression models.

Table 2 shows the results of the regression analysis for venture creation speed.  According to hypothesis 1, highly educated entrepreneurs will be more likely to take less time to create their ventures.  This hypothesis receives no support, since the variable representing university degree is statistically insignificant.  Hypothesis 2 states that the entrepreneur’s prior experience will be positively related to the speed of venture creation.  There is mixed support for this hypothesis: while entrepreneurial experience is not significant, prior industrial experience is strongly related to venture creation speed.  In terms of prior employment status, results indicate that previously unemployed individuals are more likely to take less time to create their venture.  Therefore, hypothesis 3 is supported.  

With regard to the personal network variables, hypothesis 4 is also supported, since those entrepreneurs who interacted with a relatively high number of persons during the gestation period appear to take more time than the rest of entrepreneurs.  Hypothesis 5 proposed that support from network members would be positively related to the speed of venture creation.  Whilst informal sources of support (family, friends) do not show significant results, it appears that connections with more formal business related sources of support promote venture creation: entrepreneurs who received support from executives of large enterprises and from bankers are more likely to quicken venture creation.  

In terms of environmental conditions, the significant findings are that concerns about the macro-economy and the nature of infrastructural provision seem to retard venture creation.  Perceptions of more formal or legalistic obstacles in the venture creation process (regulations, tax) have no impact on venture creation speed.  Overall, there is mixed support for hypothesis 6.  As to the control variables, results show that entrepreneurs in Brazil and Chile are faster to entry in comparison to their Peruvian counterparts. But considering both countries characteristics we could argue entrepreneur’s behaviour could be related to other factors such as market size (Brazil) or dynamism (Chile).

Table 2: Regression Results on Venture Creation Speed
	Variables
	Coefficient
	Robust std. error
	t

	Control variables
	
	
	

	Argentina 
	.0268637
	.0515117
	0.56

	Brazil 
	.1088885
	.0544973
	2.09**

	Chile 
	.1256819
	.0503469
	2.45**

	Location
	-.022655
	.0395927
	-0.57

	Industry sector
	.0283499
	.0388333
	0.70

	Initial investment
	-.0157084
	.0684875
	-0.41

	Venture age
	-.0552213
	.0066157
	-1.35

	Age
	.0094231
	.0020197
	0.23

	Gender
	-.0437316
	.0508027
	-1.23

	Number of founders
	.0123859
	.0100296
	0.38

	Independent variables
	
	
	

	University degree
	.0233528
	.0369891
	0.58

	Entrepreneurial experience
	-.0404157
	.0432285
	-0.99

	Industrial experience
	.1294887
	.0364544
	3.26***

	Previously unemployed
	.106251
	.0495619
	2.74***

	Number of contacts
	-.0927673
	.0688416
	-2.30**

	Family
	.0285977
	.0388192
	0.75

	Friends
	-.0390683
	.0357954
	-1.03

	Executives
	.0692133
	.0438191
	1.72*

	Bankers
	.1116217
	.1293862
	2.87***

	Public institutions
	-.0285235
	.0757026
	-1.16

	Regulations
	-.0045396
	.0413734
	-0.11

	Tax
	.0084871
	.0538658
	0.20

	Infrastructure 
	-.0921728
	.0578898
	-2.36**

	Economy
	-.1976028
	.0510947
	-5.62***

	Model summary
	
	
	

	N
	647
	
	

	F statistic
	5.27***
	
	

	R-squared
	0.15
	
	


*** p < 0.01; ** p < 0.05; * p < 0.10.

Regression results on venture growth are presented in table 3.  According to hypothesis 7, the speed of venture creation will have a positive impact on subsequent venture growth.  However, we find that the relationship between speed and growth is, in fact, negative.  In other words, the significant negative effect indicates that higher growing firms are those in which the entrepreneur spent more time in the venture creation process.  This runs contrary to Hypothesis 7.  

There are other interesting results from this table.  Males and the more highly qualified seem to be more likely to witness employment growth whilst the previously unemployed display slower growth.  Prior entrepreneurial experience is also positively related to venture growth, albeit at 10% level.  This indicates the importance of human capital in explaining growth.  In terms of source of support, contacts with friends appear to retard performance since this is negatively associated with faster employment growth, but support from executives of large firms has a strong positive effect on growth.  In other words business related relationships with qualified contacts matter. Several control variables are also significant in the model.  Those ventures with a larger number of founders and a higher initial investment tend to grow faster than the rest of firms.  Manufacturing ventures and those located in metropolitan areas are also more likely to grow faster.  Although environmental perceptions of obstacles in the gestation period are not found to have a significant impact on growth, it is clear that there are wider environment effects at play with Brazilian ventures much more likely to grow more quickly than Peruvian firms.

Table 3: Regression Results on Venture Growth
	Variables
	Coefficient
	Robust std. error
	t

	Control variables
	
	
	

	Argentina 
	-.0673448
	.0534141
	-1.39

	Brazil 
	.1234118
	.052816
	2.52**

	Chile 
	-.0416409
	.0519128
	-0.81

	Location
	.0878925
	.0387672
	2.32**

	Industry sector
	-.1018282
	.0401879
	-2.49**

	Initial investment
	.1438777
	.0677876
	3.89***

	Venture age
	.0470476
	.0061019
	1.28

	Age
	.0170733
	.0021221
	0.41

	Gender
	.1513652
	.0563004
	3.96***

	Number of founders
	.1395226
	.0143422
	3.09***

	Independent variables
	
	
	

	University degree
	.1271138
	.0356174
	3.38***

	Entrepreneurial experience
	.0749787
	.0420799
	1.94*

	Industrial experience
	.0293191
	.0363819
	0.76

	Previously unemployed
	-.073712
	.0489599
	-1.98**

	Number of contacts
	.0108652
	.0706565
	0.27

	Family
	-.0036648
	.0393847
	-0.10

	Friends
	-.0902532
	.0348448
	-2.52**

	Executives
	.1286023
	.0409221
	3.52***

	Bankers
	-.041994
	.1014779
	-1.41

	Public institutions
	-.0053081
	.1303933
	-0.13

	Regulations
	-.0492983
	.040433
	-1.31

	Tax
	.0141159
	.0468335
	0.38

	Infrastructure 
	-.0171291
	.0584306
	-0.45

	Economy
	-.0485218
	.066469
	-1.09

	Venture creation speed
	.0966622
	.0411036
	-2.42**

	Model summary
	
	
	

	N
	647
	
	

	F statistic
	6.26***
	
	

	R-squared
	0.19
	
	


*** p < 0.01; ** p < 0.05; * p < 0.10.

Conclusions and implications

The aim of this paper was to explore the issues surrounding venture creation speed in the context of South America.  We were also interested in the implications of speed in terms of subsequent venture growth.  In this section the main conclusions and implications are summarised.  First, the study expands our knowledge of the individual determinants of venture creation speed.  We have found that the entrepreneur’s prior experience may have some influence on venture creation speed, which is in line with the limited prior research on venture decision speed (Forbes, 2005).  However, because our data considers a wider range of entrepreneurially related factors, there is also evidence that unemployment plays an important role in explaining speed in the context of South America.  Results seem to suggest that those individuals that are pushed into self-employment in order to avoid unemployment are quicker to entry, but then their ventures are unlikely to grow faster than the rest of the firms.  Other individual characteristics such as gender and education are more important in promoting venture growth in this context.

Interestingly, we have shown that there are other factors, in conjunction with the entrepreneur’s human capital attributes, which explain venture creation speed.  Notable here is a focus on the types of support that the entrepreneur makes use of to set up their venture.  We have found that a relatively high number of interactions during the gestation period may retard venture creation.  Nevertheless, network size has no significant effect on subsequent growth.  What appears to be more deterministic of both speed and growth is the support received from certain members of the entrepreneur’s personal network.  Results show that connections with bankers or executives that manage large corporations seem to be conducive to a faster speed in the venture creation process.  Importantly, it seems that relationships with such executives (but not with bankers) are also likely to enhance the subsequent growth of the venture.

With regard to environmental factors, it seems that regulation per se, as suggested by Djankov et al (2002), is not the principal barrier to venture creation, since perception of the regulatory environment has no impact on the time taken to create a venture.  Results indicate that individuals who believe to be constrained by obstacles such as the macro-economic situation and the lack of appropriate infrastructure are more likely to enter later.  Indeed, the macro-economic environment has traditionally played a key role in determining the establishment and performance of new ventures in Latin America.  For example, in the last two decades exchange rates and interest rates generated tensions that could affect negatively the creation and survival of new ventures (Ocampo, 2003).  Thus, negative perceptions on the prospects of the general environment may lead nascent entrepreneurs to take more time to launch the venture.

In addition to the determinants of speed, in this study we have explored the impact that it has on the growth of the venture.  Contrary to the expectation, the results show that being faster in entering to the market has subsequent negative growth outcomes, once environmental, firm and individual characteristics are controlled for.  One could speculate that environmental conditions in South American economies deter entrepreneurs to quicken their entry, with only some exceptions such as those that feel forced to establish a new venture due to negative labour prospects (e.g. unemployed individuals).  Another explanation for this finding may be that, on average, more time to create the venture would be associated with a careful and systematic preparation, because the entrepreneurial process usually involves learning and sometimes experimentation.  Since entrepreneurs often learn about what customers really want and what suppliers can offer, there may be important changes in their original idea or their business plans (Cooper and Mehta, 2003).

Our results are important for researchers because they add to the limited general literature on venture creation speed.  For policy makers and those who seek to promote entrepreneurship in South America, the results may be valuable to guide specific targeting policies and programmes towards different groups of individuals.  Additionally, as we have found that the ability of entrepreneurs to attract resources from formal network members such as executives has a positive influence on both speed and growth, the practical implication is that entrepreneurs should try to include such ties into their personal networks and policy could aid to reduce the barriers to contact them.  Another implication for individuals involved in the start-up process is that it seems that those who are more careful and systematic in starting businesses are more likely to grow faster.  Our results also confirm the need for greater investment in infrastructure in most countries of the region (e.g. transport, telecommunications, energy) (Lopez-Claros et al, 2006).  However, the study has found significant national differences in terms of speed and growth.  Hence it is clear from these results that we should remain sensitive to the differing economies and that a simple one size fit approach would ignore the real differences between these countries.  There is also a need for further research in this area that explores how, for example, various sources of financial capital impact on venture creation speed.  Equally, whilst there is much value on concentrating upon emerging economies such as South America, there is still a need to consider venture creation experiences in other emerging countries.
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� Buenos Aires city and urban areas of Buenos Aires in Argentina; Lima in Peru; Sao Paulo and Campinas in Brazil, and Federal District and Guadalajara in Mexico.


� This measure was logged in order to normalize its distribution and then multiplied by (−1) in order to provide an intuitive measure of speed, for which higher values represented faster decisions.


� Subsequent statistical analyses are based on pooled data, since the number of observations in each national sub-sample is relatively small and the number of variables is relatively high.  However, we included three dummy variables in the regression equations to control for any country-specific effects.
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