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Objectives: Despite unequivocal evidence that the expansion of the UK service sector has been fuelled by growing numbers of small and micro-sized firms, empirical studies of service reputation tend to focus on larger organisations. This paper seeks to address this gap by drawing from theories of capital to discuss the impact of entrepreneurial capital on the reputation and performance of small business service firms.

Prior work: As the success of service firms is predicated on the ability to develop relationships and build reputation with key stakeholders, theories of capital provide a relevant conceptual framework for exploring the use of non-financial capital in building such relationships. This paper discusses the economic, human, social and symbolic capital of a matched-pairs sample of entrepreneurs owning small business service firms located within Central Scotland.

Approach: The methodology was designed to collect data regarding both the entrepreneurial capital of owners and the performance of their firms. a sample of 30 matched pairs of business owners (30 male, 30 female) who had started a  business service firm were identified.  Data was collected in two stages involving a telephone survey followed by face to face semi-structured interviews with business owners.

Results: Our study highlights the intertwined, interrelated nature of entrepreneurial capital and draws attention to the interplay between economic, human and social capital which generates the symbolic capital relevant for building entrepreneurial reputation and enhancing firm performance.

Implications: Our findings suggest that entrepreneurs will benefit by recognising the complex relationship between various forms of entrepreneurial capital, entrepreneurial reputation and in turn, firm reputation and performance.   The importance of human capital, especially relevant experience and their interrelationship with social and symbolic capital is highlighted by our study.  Secondly, our discussion of social capital highlights the importance of network quantity and quality. From a reputation perspective, the effectiveness and efficiency of networking is influenced by who the ‘networkers’ are, ‘what’ the networks are and ‘how’ the networking activities take place.  This paper’s conclusions and implications provide insights into key priority for government’s action plan and evaluation criteria.

Value: This paper will be of practical value to entrepreneurs, policy-makers and practitioners interested in the broad field of entrepreneurship and in particular entrepreneurial capital in business service industries.  Furthermore, the theoretical and methodological framework developed for this study lays the foundation for extending and developing literature on entrepreneurial capital research.  
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INTRODUCTION 

Like most developed economies, the expansion of the UK service sector has been fuelled by growing numbers of small and micro-sized firms. Despite this, empirical studies of service reputation tend to focus on larger organisations. This paper seeks to address this gap by drawing from theories of capital to discuss the impact of entrepreneurial capital on the reputation and performance of small business service firms. As the success of such firms is largely predicated on their ability to develop relationships and build reputation with key stakeholders, theories of capital particularly, entrepreneurial capital, provide a relevant conceptual framework for exploring how small service firms build relationships and foster their reputation.  This paper discusses the economic, human, social and symbolic capital of a sample of entrepreneurs owning small business service firms located within Central Scotland. The results suggest a relationship between symbolic capital and service reputation. Specifically, there is an interplay between economic, human and social capital which generates the symbolic capital relevant for building entrepreneurial reputation and enhancing firm performance.

The paper is presented in six parts. It starts by discussing reputation in small business service firms before proposing theories of capital as a theoretical framework. The methodology is then detailed before presenting and discussing the findings. The paper concludes with implications for entrepreneurs and further research.

REPUTATION AND SMALL BUSINESS SERVICES IN SCOTLAND

In the UK, small firms are defined as employing no more than 49 members of staff and micro firms as employing no more than 9 (Small Business Services Analytical Unit, 2005).  While official UK statistics concentrating on business services are unavailable, using figures for firms classified under Standard Industry Classification (SIC) code ‘K’, that is non-manufacturing firms engaged in ‘business activities’, latest available figures suggest that in 2005, micro and small firms accounted for 98 per cent of the total number of UK firms in this classification (Small Business Services Analytical Unit, 2005). Particular to Scotland, the number of small and micro firms in this classification grew by 18.8 per cent, 2000-2006 (Scottish Executive, 2006). In 2006, small and micro firms accounted for approximately 97 per cent of all Scottish firms classified under SIC code K and contributed over 40 per cent of total employment in the sector. Including medium sized firms employing between 50 and 249 people, the SME sector accounted for more than half of total employment in all Scottish firms trading under SIC code K in 2006 (Scottish Executive, 2006).

These figures suggest that small and micro firms are by far the largest components of the UK and Scottish business services sector. Despite this, studies of reputation tend to focus on large service organisations (e.g. Hitchens et al., 1996; Kim and Choi, 2003).  An exception to this is research in the area of entrepreneurship. Since the publication of the Bolton Report (1971) in the UK, successive UK studies have sought to ‘document empirically the scale, nature and geography’ of small business service firms (Keeble et al, 1991:440) and, more recently, to analyse entrepreneurship within the context of small service firms (Bryson et al, 1993; Bryson, 1997; Burrows and Curran 1989; Chell and Baines 1998; 2000; Shaw, 2006).  Such research has established that low entry barriers, low set-up costs and increasing demand for specialised information and knowledge have created opportunities for small firms within the growing business services market. Working independently from services research, entrepreneurship studies have also identified a connection between reputation and the performance of small business service firms. Initiating work in this area Wood (1990) argued that a characteristic of small business service firms was the requirement for them to work and interact very closely with their clients, convincing them of the quality and value of the specialised knowledge they provide. Building on this, later studies found that when working with small business service firms, clients prefer the services offered to be provided by the owner and, that clients based assessments about the reputation of the firm on both their interactions with the owner and on the reputation of the owner gleaned from information provided from their shared networks (Silverside, 2001; Baron and Markman, 2003; Witt, 2004; Shaw, 2006).
These findings are supported by a wealth of services industry research which has long established that the performance and success of service firms are reliant upon building and sustaining a favourable reputation (O’Farrell et al., 1993; Balmer and Greyser, 2002; De Chernatony and Segal-Horn, 2003; MacMillan, 2005).  For service firms, reputation is a recognised critical success factor which helps differentiate and distinguish service brands. Reputation influences intentions to buy, encourages customer and employee loyalty and contributes to brand equity, firm performance and ultimately the financial worth of the organisation (Gotsi and Wilson, 2001; O’Farrell et al., 1993; MacMillan et al. 2005). Importantly, the intangible nature of business services and their credence quality - characteristics which the customer may find difficult to evaluate even after consumption - reinforce the importance of reputation as a competitive criterion (O’Farrell et al., 1993). Since Kennedy’s (1977) seminal work, interest in reputation has concentrated on corporate reputation (e.g. Chun, 2005; Helm, 2005; MacMillan, et al., 2005; Standifird, 2006). As reputation is largely predicated on the ability of organisations to develop and build positive relationships with key stakeholders, research in this area has sought to explore reputation by examining stakeholder perceptions (Ostergaard, 2005; Page and Fearn, 2005; Passow et al., 2005).  For example, Page and Fearn, (2005) explored consumer perceptions of organisations in order to develop an understanding of their corporate reputation and Knox and Freeman (2006) analysed the perceptions of staff and recruits in their study of employer branding. Building on the recognition that employees can significantly impact on corporate reputation, recent research has analysed the ways in which senior management can encourage staff to ‘live the brand’, enhancing the reputation of service organisations during their interactions with consumers (Balmer and Greyser, 2002; 2006; Lievens et al., 2007). 

While useful for informing the corporate reputation management of large organisations, such research is less suited when considering reputation within the context of small business service firms. Small and micro firms are characterised by flatter organisational structures, more informal management styles and fewer resources including staff and finance. Given that almost 60 per cent of all Scottish business service firms are sole traders (Scottish Executive, 2006), the need for and value of developing sophisticated and often costly processes for managing the reputation of such firms is questionable. More significantly, in an environment where firm ownership is not divided from control and most owners are actively involved in the delivery of services, the reputation of small service providers is largely dictated by the reputation of the owner (Carson et al., 1995; Stokes 2002; Carson et al., 2004; Shaw, 2006). Put simply, the reputation of small service firms is inextricably linked to and influenced by the reputation of their owners. Moreover, such research has established that small and micro service firms use word of mouth and networking as mechanisms for building reputation and enhancing the performance of their firm (Carson et al., 1995; Silverside, 2001; Stokes 2002; Carson et al., 2004; Shaw, 2006). 

Building on these findings and the review presented, the discussion below identifies theories of capital as relevant for framing and informing research interested in exploring the impact of entrepreneurial capital on of small business service firm reputation and performance.  

ENTREPRENEURIAL CAPITAL

The concept of ‘entrepreneurial capital’ has emerged recently in recognition that business ownership is predicated on the availability of and access to financial and non-financial resources (Morris, 1998; Erikson, 2002; Firkin, 2003). The variety and amount of capital possessed and available to entrepreneurs can significantly impact on both their experiences of business ownership and the performance of their firms (Davidsson and Honig, 2003; Firkin, 2003). Building on the resource-based (RB) perspective of entrepreneurship (see Brush et al., 1997 for a useful overview),  the notion of entrepreneurial capital suggests that in addition to financial capital, the entrepreneurial process is affected by the other types of capital possessed by entrepreneurs  or available to them through networks and relationships (Firkin, 2003). Entrepreneurship scholars have variously identified non-financial capital as including the physical, organisational, technological, human, cultural, social and symbolic  capital of business owners and their firms (Boden and Nucci, 2000; Carter et al., 2003; Davidsson and Honig, 2003; Firkin, 2003; Shaw, et al., 2005; De Carolis and Saparito, 2006; Casson and Giusta, 2007; Cope et al., 2007; Haber and Reichel, 2007).

While concepts of capital are not new to the social sciences (Giddens, 2001), their application to entrepreneurship is a recent development that has significance for the research field. While most entrepreneurship researchers would cite the origins of various capitals as a development of the resource based view of the firm (Brush et al, 2001), Gorton (2000) and Firkin (2003) provide detailed accounts of the value of Bourdieu’s (1986) perspective on capital for the field of business ownership.  Bourdieu (1986) identified individuals as possessing four types of capital: economic, social, cultural and symbolic. He reasoned that the social world  is comprised of both objective structures -  for example resources and capitals  -  and also subjective structures created by the subconscious systems of classification which individuals use as symbolic templates for engaging in and interpreting practical activities (Bourdieu, 1977; Bourdieu and Wacquant, 1992). Building on this, he argued that social phenomena emerge from the complex interplay between human interactions and objective and subjective structures, suggesting that such structures are malleable, being socially constructed by the outcomes of interactions between individual agents. Bourdieu’s (1977) perspective on structuralism has developed understanding of the relationship between business ownership and entrepreneurial capital. As individual positions within emerging social structures are determined both by the amounts and forms of capital possessed by individuals, and also by the value placed on such capital by others, it follows that certain types of capital may be more sought after and valued than others. Particular to entrepreneurship, the various forms and amounts of capital possessed by business owners may have different values placed upon them, potentially resulting in owners possessing similar levels of, for example, economic and human capital, having different values placed on their entrepreneurial capital. Ultimately these differing values will impact upon their experiences of business ownership creating perhaps greater opportunities for those entrepreneurs in possession of a mix of capitals which is more highly valued. Helping to further explain this is Bourdieu’s (1986) notion of symbolic capital. He regards symbolic capital as the form which different types of capital take once they are perceived and recognized by others to be legitimate. The concept of symbolic capital suggests then that even when entrepreneurs possess identical amounts and types of economic, human and social capital, differing values may be placed on the entrepreneurial capital they possess.  Extending this perspective, Firkin (2003: 65) suggests that the ‘concept of entrepreneurial capital is based on the total capital that an individual possesses’ and the value placed on this composite form of capital. 

The concept of symbolic capital draws attention to two unique aspects of Bourdieu’s perspective on capital: their overlapping nature and their convertibility. While individuals may possess various forms of capital it may be difficult to isolate and separate individual forms of capital. This interplay is complicated by what Firkin (2003:5) refers to as the convertibility of capital; that is ‘how each form of capital can be converted from and into other forms of capital’. For example, if an individual possesses high levels of human capital in terms of their education and experience, it might be expected that this would convert into their possession of high levels of social capital in terms of their networks and contacts. While Bourdieu (1986) argued that ultimately, each form of non-financial capital converts to economic capital, he drew particular attention to the convertibility of social into symbolic capital. This interplay between social and symbolic capital has particular relevance for the study of reputation in small business service firms. It suggests that the personal contact networks through which entrepreneur’s build their reputation and that of their firm may convert to differing amounts and value of symbolic capital. Conceived of in this way, it may be that dependent upon the value created when social capital is converted into symbolic capital, the reputation of the entrepreneur and their firm may be enhanced or diminished. 

While at an early stage of empirical investigation, entrepreneurship research has been quick to adopt theories of capital and numerous studies have sought to explore the impact of various forms of capital on the process of entrepreneurship (Boden and Nucci, 2000; Brush et al., 2002; Carter et al., 2003; Davidsson and Honig, 2003; Adler and Kwon, 2002; Hospers and van Lochem, 2002; Cope et al., 2007). While an extensive review of this research is out with the bounds of this paper, recent reviews suggest that economic, human and social capital have received considerable research attention (c.f. Firkin, 2003; Shaw et al., 2005; Carter and Shaw, 2006). In contrast symbolic capital and the impact of the overlapping, convertible nature of different forms of capital have received little empirical research attention.

RESEARCH AIM AND METHOD 

The aim of the study was to explore the impact of entrepreneurial capital on the reputation and performance of small business service firms. To achieve this, a sample of 30 matched pairs of business owners (30 male, 30 female) who had started a  business service firm in Central Scotland were identified. Basic characteristics including age of firm, location and sector were used to guide the selection of this sample.  A further requirement was that firms had to have been established in the three years prior to the study. As the number of small business service firms in Scotland has grown since 2000, by focusing on young firms, the study was able to explore the impact of entrepreneurial capital on firm reputation in the initial years of trading  - a time during which reputation is important for developing a client base, generating turnover and increasing employees. Participants were identified by using the Yellow Pages. This source of business information has been found to give the most readily available lists of businesses and the highest coverage, while minimising the main problems (omissions, clusters, foreign elements and duplicate listings) associated with other business sampling frames. 

The methodology was designed to collect data regarding both the entrepreneurial capital of owners and the performance of their firms. Data was collected in two stages involving a telephone survey followed by face to face semi-structured interviews with owners. The first stage sought to gather data regarding owners’ relative possession of and access to economic and human capital and, as firm performance is an established indicator of reputation (Fryxell and Wang, 1994; Fombrun and Riel, 1997; Carmeli and Tishier, 2005) to also collect data relating to this. Bourdieu’s (1986) definition of economic capital was used to guide the collection of data relating to the amounts and sources of start-up funding, income prior to start-up and firm turn-over. In common with previous entrepreneurship research, Becker’s (1964) definition of human capital was used to collect information regarding each owner’s’ age, education and work experience. Similarly, as turnover and number of employees are recognised indicators of firm performance, data on these was collected (Rosa et al., 1996; Carter and Allan, 1997; Fasci and Valdez, 1998; Shim and Eastlick, 1998; Brush et al., 2001; Parker, 2004).

The second stage of data collection was designed to gather detailed data regarding each owner’s social capital.  While social capital has been variously defined (Bourdieu, 1986; Portes, 1988; Lin 2001) entrepreneurship scholars have adopted a perspective shared by most definitions which identifies an individual’s possession of and access to social capital as being dependent upon the size, contents and relational dimensions of their personal contact networks (Davidsson and Honig, 2003; Firkin, 2003; De Carolis and Saparito, 2006; Lechner et al., 2006; Anderson et al., 2007; Cope et al., 2007). As Nahapiet and Ghoshal (1998: 107) explain, social capital amounts to, ‘the actual and potential resources and individuals obtained from knowing others, being part of a network with them, or merely being known to them and having a good reputation’. Defined in this way the collection of data regarding owners’ social capital was expected to contribute to an understanding of firm reputation. Collection of this data was informed by social network theory (Mitchell, 1969) and, using established measures of network structure (size, density, reachability, and heterogeneity of actors within their network) and, relational properties (content, intensity, frequency of interaction and durability of relationships), entrepreneurs were asked about their personal contact networks.  In particular, the work of Aldrich (1987; 1989), Aldrich et al. (1989), Cromie and Birley (1992) and Renzulli et al. (2000) were used to inform the questions asked.  

Telephone survey data and responses to closed questions asked during face to face semi-structured interviews were analysed using SPSS. Interpretation of the analysis was guided by our theoretical framework and also by the findings of prior entrepreneurial capital and service reputation research.

FINDINGS 

Economic Capital 

Owners were found to have established their firms with relatively small amounts of capital: 62 per cent reported using less than £5000 of start-up capital, 18 per cent reported that they had set up without any initial capital and a further 8 per cent had invested less than £1000.  This pattern is typical for service sectors characterised as requiring very low levels of initial investment and exhibiting low entry barriers.  Of all the components of entrepreneurial capital, economic capital has received most research attention (Carter and Rosa, 1998; Greene et al., 1999; Verheul and Thurik, 2000; Brush et al., 2001 Carter et al., 2003; Baum and Silverman, 2004; De Clercq and Sapienza, 2006). In common with that body of work, the findings of this study identified sex of the business owner to be a differentiating factor. Chi-squared analysis revealed male owners to have made: higher levels of initial investment (male mean = £18683.33; female mean = £6433.33); larger personal investment (male mean=£9603.45; female mean =£4733.33) and, despite significantly less of the male sample making use of external financing, to have used a greater total amount of external finance (14 per cent of men and 43 per cent of women). Considered alongside the finding that in the year prior to establishment, both the male and female owners reported broadly similar levels of household income (£56900 men, £58803 women), this suggests that an entrepreneur’s access to available financing may be affected by their sex.

Human Capital

Education, age and experience have been identified as important measures of human capital (Becker, 1964; Cooper et al., 1988; 1994; Boden and Nucci, 2000; Davidsson and Honig, 2003; Camacho & Rodriquez, 2005).  Typical of the business services industry, our results indicate a highly educated profile of business owners with 38 per cent holding a post-graduate degree, 32 per cent an undergraduate degree and 22 per cent a professional qualification. Previous research has established that the age and experience of the entrepreneur are dimensions of human capital which can impact significantly on the establishment of their firms (Watkins and Watkins, 1984; Stevenson, 1986; Cooper et al., 1988; 1994; Boden and Nucci, 2000; Carter et al., 2003; Davidsson and Honig’s, 2003). Of the participants surveyed, 90 per cent were aged between 30 and 59, with most aged between 30 and 39. In common with existing research (Birley et al., 1989; Shim and Eastlick, 1998; Carter and Anderson, 2001; Boden and Nucci, 2000), chi-square analysis revealed female owners to be significantly younger ((2=13.789, df=4, p<0.001) with 67 per cent of female and only 20 per cent of male owners under the age of 39. While only 10 per cent of female owners were older than 50, the majority of male owners (47 per cent) were aged between 50 and 59. As male owners were significantly older, it was unsurprising that analysis revealed their possession of a statistically significantly greater amount of human capital in terms of their numbers of years of industry and management experience. No other human capital differences were found as most owners (70 per cent) had been in full time employment immediately prior to setting up their firm and most (75 per cent) had no previous experience of business ownership. When asked why they had set up their firm in this sector the majority of owners identified past work experience as important. 

Social Capital

The social capital possessed by entrepreneurs has, in recent years, attracted a wealth of research attention (Renzulli et al., 2000; De Carolis and Saparito, 2006; Cope et al., 2007). While at an early stage, generating mixed results, studies comparing the impact of social and human capital on entrepreneurship suggest that on balance, indicators of social capital may be more significant (Brush et al., 2002; Davidsson and Honig 2003; Carter et al., 2003; Baron and Markman, 2003; Baum and Silverman, 2004). 

Personal contact networks: structure and relational dimensions 

An entrepreneur’s personal contact network (pcn) is typically described as the five people with whom they most regularly discuss their business (Aldrich, 1989; Aldrich et al., 1989; Cromie and Birley 1992).  Having identified these five contacts, established indicators of network structure and relational dimensions were used to question owners about their relationship with each of these contacts and also about any relationship shared between these contacts. 

Aggregate analysis of the composition of owner networks found a greater presence of male than female contacts:  more than 50 per cent of female and over 60 per cent of male owner networks contained male contacts.  Concurring with the findings of previous research (Cromie and Birley, 1992), analysis of cross-ties by gender found that owners identified their prime contact (the first contact they mentioned) to be male.  Aggregate analysis of network composition by kinship found relationships with family members to comprise approximately 26 per cent of all networks studied.  Cross-tie analysis of these kinship relationships by prime contact established that 76 per cent of female and 27 per cent of male owners ((2=9.643, df=1, p<0.01) identified a family member as their prime contact. Drawing from Renzulli et al.’s (2000) finding that networks comprised of high numbers of kinship ties disadvantages nascent entrepreneurs, it is possible that the female owners in our sample experienced disadvantages as a consequence of the higher presence of kinship ties in their networks.  Aggregate analysis of the length of time each contact had been known (durability) found significant differences with male owners knowing their contacts for an average of 12.69 years and female owners, 9.68 years. Given the statistically significant differences found across the age profile of our sample, these results might be expected. These findings are also supported by research which has found the network contacts of male entrepreneurs to be both older and to have been known for longer than those of female entrepreneurs (Cromie and Birley, 1992). When asked to describe the networks of each of the five contacts in their pcn, analysis revealed only one statistically significant difference: more women (73 per cent) than men (62 per cent) described the aggregate networks of their contacts as ‘large’. 

Owners were asked to identify the content of their conversations with the five key members of their pcn. From the range of options given (finance, legal issues, staffing matters, loans/investments, premises, marketing, family) chi-square tests revealed that female owners were significantly more likely to discuss finance ((2=5.455, df=1, p<0.05), family ((2=5.711, df=1, p<0.017) and marketing ((2=9.643, df=1, p<0.01) with their prime contact. Remembering that for a significant number of women, their prime contact is also a family member, it might be expected that female owners would be more likely to discuss family and financial matters with them.

It has been consistently argued that the ‘ideal’ position for an entrepreneur is to be centrally embedded within a network of weak contacts (Aldrich, 1987; Granovetter, 1992). Most recently Davidsson and Honig (2003) found strength of network tie to be a strong and consistent predictor for nascent entrepreneurs progressing successfully to business start-up. We explored the strength of owners’ network ties in a number of different ways. Using a 5-point Likert-type scale, statistically significant differences were found in response to whether owners would discuss personal matters with their pcn:  more female than male owners stated  that they would be more likely to do so (women mean=3.73, men mean=3.00, t=3.882, p<0.001). Again, as female owners were more likely to identify a family member as their prime contact this is unsurprising. However as no significant gender differences in the proportion of kinship ties were found at the aggregate level, this suggests that female owners were more likely to talk about family with both family and non-family contacts. We explored network density by asking ‘To what extent do each of these people also know one another?’.  Aggregate analysis established that the networks of male owners were more tightly connected than those of female owners. Considered alongside Granovetter’s (1973) embedded hypothesis, these findings suggest that female owners were more ‘ideally’ located in a central position within a more loosely knit, larger network.

Networking activity                     

Networking activity refers to the entrepreneur’s frequency of interaction with people in their pcn and with other stakeholders (Aldrich et al., 1998; Johannisson, 1988; Cromie and Birley, 1992). Analysis revealed that owners typically spent between three and four hours per month discussing their firm with members of their pcn. Analysis of data relating to interactions with other stakeholders revealed two statistically significant differences. Firstly, during the establishment of their firms, female owners were found to have spent more time networking than male owners. Secondly, significantly more female than male owners were found to be members of both mixed sex business clubs (women 67 per cent, men 30 per cent) and other networking organizations (women 57 per cent, men 30 per cent). However, when asked to identify those sources which had contributed to the performance of their firms, female owners were statistically significantly more likely to identify friends and family. 

Firm performance

Chi-square analysis found significant differences across the performance of firms. Despite having established their firms within the same time period, male owners were more than twice as likely to employ additional staff. In total, 33 per cent of male owners but only 17 per cent of female owners employed additional staff ((2=15.781, df=5, p<0.01). Statistically significant gender differences were also found in levels of sales turnover. The majority of women (60 per cent), but only 23 per cent of men, reported a sales turnover of less than £25,000. In contrast, 27 per cent of men and no women, reported a sales turnover in excess of £100,000 ((2=15.769, df=5, p<0.01). Given that structural dissimilarities (sector, age, location) were controlled for within this sample, this suggests that the superior performance of male-owned businesses must be explained in other ways. 

DISCUSSION: ENTREPRENEURIAL CAPITAL, REPUTATION AND FIRM PERFORMANCE

As structural dissimilarities were accounted for we argue that the various capitals of which entrepreneurial capital is comprised affected the reputation of owners and impacted on the reputation and performance of their firms. Significantly, considered alongside Bourdieu’s (1986) notions of symbolic capital and the convertibility of capital, these findings suggest an interplay between economic, human and social capital which converts to the symbolic capital necessary for building owner and firm reputation and enhancing firm performance. Support for this is offered in the discussion below.

The poorer performance of female-owned firms might be explained by their access to lower amounts of economic capital evidenced by the lower levels of initial capitalisation of their firms.  As has been well documented, initial under-capitalisation at start-up restricts future business growth and development (Brush, 1992 et al., Boden and Nucci, 2000; Carter and Marlow, 2003). From a reputation perspective, a firm’s initial investment may affect its ability to acquire facilities and enhance its physical environment, something considered to be a key component of reputation in service industries (Cronin et al., 2000; Brady, 2001). Less investment in a firm’s physical environment may affect customer perceptions of the firm’s ‘financial health’ (Helm, 2005). While for many young firms, this may influence customer perceptions of their reputation, for knowledge-intensive firms, physical environment is likely to have less impact on their reputation than the relevance and impact of the knowledge and quality of services they provide. Theories of entrepreneurial capital suggest that economic capital alone cannot explain the poorer performance of the female-owned firms in our match-pairs study. Morris (1998:32) argues that while the ‘natural tendency is to assume that the principle resource required for any entrepreneurial event is money…the critical resources are typically non-financial’. Accepting this, the findings presented suggest a more complex and nuanced interplay between various forms of non-financial capital, reputation and firm performance. 

The relationship between human capital and personal reputation is well documented and the findings of our research support this (Morrison and Wilhelm, 2004; Preston, 2004).  Importantly, our finding that male owners were significantly older than female owners suggests that age is a key component of human capital which impacts on other dimensions of capital, particularly relevant work experience. The greater industry experience of male owners suggests they had more time to develop and construct those networks most valuable for building their reputation and supporting the performance of their firms. This implies that while all participating firms were young, those established by men drew upon the longer and more established track record and reputation of their male owners. In this way, the findings suggest that the reputation and performance of male-owned firms was enhanced. The findings also suggest a significant interplay between human and social capital which has implications for entrepreneurial reputation and firm reputation and performance. 

The finding that despite being ‘ideally’ embedded within more loosely connected networks female-owned firms performed less well questions Granovetter’s (1973) hypothesis that loose rather than close-knit networks are advantageous for firm performance.  Similarly, while a direct link between levels of networking activity and business performance has been debated (Reese and Aldrich, 1995; Renzulli et al. 2000) our findings reveal that the greater amount of time female owners invested in networking activities associated with building small firm reputation did not contribute to enhanced firm performance (Carson et al., 1995; Silverside, 2001; Stokes 2002; Carson et al., 2004; Shaw, 2006).  These findings might be explained by an interplay between the significantly younger profile of female owners and the significantly lower levels of durability of their contacts. This particular combination of human and social capital may have resulted in female owners possessing less entrepreneurial reputation which, in turn, may account for the poorer performance of their firms.  Support for this is offered by Bourdieu’s (1986) notion of convertibility. Applied to these findings, it might be argued that the particular combination of human and social capital possessed by female owners converted to a relatively lesser amount of symbolic capital than their matched male partners and this may have impacted on their reputation, resulting in lower levels of firm performance. This is further supported by research which has established a positive correlation between reputation and trust and identified credibility as central to the process of reputation formation (Ganesan, 1994; Geykens et al, 1998; Brady 2001; Carter et al., 2002; Mahon and Wartick, 2003). This research suggests that the greater durability of male networks created network advantages including more trusting relationships and enhanced reciprocity both of which impacted positively on the reputation of their firms. Going further, this suggests that the longer and presumably stronger relationships with their contacts enhanced the symbolic capital of male owners within their networks and this in turn enhanced their personal reputation in the industry.
Also contributing the weaker performance of female-owned firms was the presence of more and stronger kinship ties in their networks. As interaction with stakeholders, especially with customers,  is essential in building reputation (Baron and Markman, 2003; Jack, 2005), the finding that female owner networks contained high levels of kinship ties suggests they may have spent less time interacting key stakeholders including  customers and brokers. Related to this, the finding that female owners were more likely to share information with family members and to discuss family and personal matters with both family and non-family contacts may have also contributed to the weaker performance of their firms. Support for this is offered by research which has established that sharing information is important for building relationships with stakeholders and developing reputation (Carter et al., 2002; MacMillan et. al., 2005).  However, their discussion of personal rather than business matters may have contributed little to either their personal reputation or that of their firms. Importantly, as a consequence, female owners may have been perceived as less business focused and this may have affected stakeholder perceptions of them.

As female  owner’s’ relatively higher levels of networking activities were not matched by higher levels of firm performance this questions why they invested so much time networking. While previous studies have found no statistical differences in the networking activities of male and female entrepreneurs (Aldrich et al., 1989; Johannisson, 1988; Cromie and Birley, 1992) they have established that men display a greater propensity to network (measured by their membership of social and professional clubs and societies). Our study did not find this. One explanation for this may be the currently large availability of business owner networks. A more convincing explanation however is offered by Bourdieu’s (1986) notion of ‘symbolic’ capital. When asked if they experienced problems being ‘taken seriously as a business person’, significantly more women (30 per cent) than men (none) expressed that this was something they had encountered. Building on research which has established that within the business services industry reputation is a key success factor (Baines and Robson, 2001; Silverside, 2001), Bourdieu’s (1986) description of social capital suggests that female owners recognised that their social capital commanded a lower value than that of male entrepreneurs and that they sought to compensate and legitimize their position as business owners by actively engaging in networking. Put simply, these findings might be interpreted as female business owners seeking to develop network relationships which would convert to valuable symbolic capital thereby legitimising their activities as entrepreneurs. However despite these efforts, their activities appear unable to compensate and their firm performance still fails to match that of male-owned firm competing in the same sector and started at the same time. 

Our analysis suggest that the male owners in our sample were more likely to possess more favourable economic, human and social capitals, which ‘converted’ to higher amounts of symbolic capital which served  to enhance the both their reputation and that of their firms.  

CONCLUSION: IMPLICATIONS AND LIMITATIONS   

This paper intended to explore the impact of non-financial capital on small service firm reputation and performance. Our discussion highlights the interwoven and dynamic interrelationship among various forms of entrepreneurial capital. A contribution of this study is the theoretical development in advancing understanding of entrepreneurial capital and its implications for reputation and firm performance.  Drawing from Bourdieu’s perspectives on capital (1986) and his social theory (1977) the discussion presented depicts the challenges faced by entrepreneurs seeking to build reputation and develop small, young firms in the business services industry.  In particular, this study advances understanding of the subtle interplay between entrepreneurial capital, reputation and firm performance.  The discussion suggests a number of implications for entrepreneurs, policy makers and future research. Our study highlights the intertwined, interrelated nature of entrepreneurial capital and draws attention to the interplay between economic, human, social and symbolic capital.  This suggests that entrepreneurs will benefit by recognising the complex relationship between various forms of entrepreneurial capital, entrepreneurial reputation and in turn, firm reputation and performance.   As important stakeholders will not defer judgement until they see tangible evidence of performance, mere exposure to signals about the firm will lead to initial evaluation and reputation formation (Fischer and Reuber, 2007:70).  Accordingly, business owners need to manage actively the signals received by the stakeholders at the very early stage of new venture creation.  The importance of human capital, especially relevant experience is highlighted by our study. This has several implications for relevant parties.  Firstly, the significance of this human capital variable suggests it is important for entrepreneurs to acquire relevant experience before establishing a business services firm. Such experience enhances their knowledge and skills within the industry and provides an opportunity to acquire social capital and establish the personal reputation essential for new venture creation.  Furthermore, it provides the opportunity to accumulate start-up capital, which has a significant impact on the economic capital of a young firm, its reputation and performance.  Likewise, it is important for nascent entrepreneurs to understand the importance of relevant work experience in new venture creation.  By the same token, it is essential for policy makers to understand the complex interrelationship between different forms of entrepreneurial capital, firm survival and performance.  Our analysis challenges the simplistic view of human and social capital  emphasised by mainstream business support programmes.  Despite major public resources to encourage fresh graduate entrepreneurship (Hannon, 2004; NCGE, 2007), for example, campus incubators, there is little evidence that such  programmes have been successful in encouraging and sustaining entrepreneurship.  A significant effort is made by the government to enhance nascent entrepreneurs’ human knowledge, networking skills and activities (SBS 2002, 2004).  Our study challenges this narrowly defined view by arguing that human capital is more than the knowledge and skills of entrepreneurs, but a consequence of their relevant experience – namely their track record, social capital and personal reputation.  Not coincidently, starting a new business without relevant experience may require constant support from external parties if firms are to survive.   As such it is unlikely that this type of  business support is the most efficient and effective way of allocating public funds to foster entrepreneurship.  Furthermore, our discussion of social capital highlights the importance of network quantity and quality. From a reputation perspective, the effectiveness and efficiency of networking is influenced by who the ‘networkers’ are, ‘what’ the networks are and ‘how’ the networking activities take place.  In the case of our female business owners, despite the fact that they were more ‘active’ networkers, the effectiveness and efficiency of this was hindered by the types of networks in which they engaged, the nature of the information they shared and notably, by the apparently lower value placed on the ‘social capital’ they possessed and, through their networks, had access to.  This suggests it is essential for entrepreneurs ‘to know’ the right people and to ‘be known’ by the right people if they are to establish personal and firm reputation within business services industries.  From a policy point of view, our findings suggest the need to establish a coherent action plan and measurement criteria to evaluate both the quantity and quality of networks and networking activities.  Furthermore, it is suggested that government should place greater emphasis on engaging disadvantaged groups (eg women, ethnic minority or young business owners) in mainstream business networks, rather than encouraging them to ‘create their own networks’ – as this is less likely to benefit their social capital and personal reputation.

The theoretical and methodological framework developed for this study lays the foundation for further entrepreneurial capital research.  While Bourdieu (1986) has drawn attention to both the interplay between various forms of capital and the convertibility of capital, these notions have received little attention in the burgeoning entrepreneurial capital literature. To date, studies of entrepreneurial capital have ignored the dynamic interrelationship between different forms of capital and overemphasised the impact of individual capitals on the entrepreneurship process. This study has drawn attention to the critical role played by symbolic capital in establishing entrepreneurial reputation and enhancing service firm reputation and performance. Future studies should build on this and seek to learn more about the creation of symbolic capital and its impact on entrepreneurship generally and entrepreneurial reputation in particular. Despite the richness of the data collected, limitations of the study include the relatively small sample size and limited industry and geographic coverage.  With the benefit of hindsight had we controlled for age of entrepreneur, we may have been able to more carefully explore the convertibility of social into symbolic capital. To address this, future research should increase the sample size to enhance the representative of a range of service sector firms, and control for age of the entrepreneur. Furthermore, it is expected that cross national comparative studies will have the potential to yield insightful findings to contribute to growing knowledge and interest in entrepreneurial capital and service firm reputation and performance. 
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