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ABSTRACT

Previous research has indicated that social cagitlsocial effectiveness may have
positive influences on entrepreneurial venture ssscWhile the concept of social capital
has been a popular topic in research fields, imetptoth social science and economics,
few empirical studies have considered the effettatih social capital and social
effectiveness in conjunction with the success oftuwees created by entrepreneurs. The
Young Presidents’ Organization (YPO) is a worldwiatganization created in 1950 to
provide education and support for executives whumdbthemselves in leadership
positions with few peers. Today that organizatias grown to over 18,000 members.
This study surveyed the members of YPO and exanthrgdsocial capital structure and
their social effectiveness utilizing the Politi&Hills Inventory instrument, and compared
both variables with various levels of success rogtThe research first looked at
demographic characteristics of these entreprersgut€ompared them to components of
success. Next it examined the various componerttsedbunders’ social capital for
strength, mix, and density and any correlations wie metrics of success. Then it
administered the Political Skills Inventory to deténe the respondents’ social
effectiveness, which was then analyzed for conaiatwith success metrics. Finally, the
research compared demographics, respondents’ sagial, and their social
effectiveness with the success metrics to seekmystatistically significant correlations.

This study does provide some additional empirioglp®rt for the idea that social
effectiveness can help further an entrepreneucsess in his/her business venture. The
statistical results indicated that higher levelsa@tial effectiveness in 2 core components

(social astutenessndinterpersonal influengeare positively correlated to venture



Xii
success. And even though no correlations were foethdeen social capital, social

effectiveness, and venture success, previoustliterand common sense would indicate

that they may still exist.



Chapter 1: Introduction
Introduction

Baron and Markman (2000) assert that entreprersgarable to open doors and
gain access to people and information by utilizing factors: their social capital (actual
and potential resources gained through having eréble reputation, high status and
personal referrals) and, once inside those ddoes, $ocial skills (their ability to interact
effectively with others). In a recent study, Basord Tang (2009) found that
entrepreneurial social skills positively influenaselv venture performance.
Entrepreneurs’ skills produce these effects thraatgbast two variables: their
effectiveness in acquiring information and esséngéisources.

Researchers have long recognized that entrepréngansd innovation are
important engines of the world’s economic growthudker (1985) has argued that
innovation is the “specific tool of entrepreneufg’ 19) and the ways in which change
and innovation are brought to the marketplace.dpnémeurship is a vital element of
well-functioning economies, and economists who wistescribe the real world and
inform decision-makers should possess a thoroudgemtanding of the individual
entrepreneur (Block & Koellinger, 2009).

This dissertation will examine successful entrepteial venture founders and
investigate: their social networks, how those dawetworks were utilized in their pursuit
of success, and relationships (if any) betweervén®us components of their social
capital as well as how they might relate to thevidial entrepreneurs’ level of social
effectiveness. The research will focus on membgtisenYoung Presidents’ Organization

(YPO), an international professional associatioexacutive level business people,



numbering in excess of 18,000 members. As the gnaineurs’ connections, networks,
and social skills were examined, insights emerpatiwill assisted and paved the way
for other entrepreneurs in their attempts to createessful new ventures.

This dissertation will first examine what entrepganalism is and why a closer
scrutiny of this subject will prove fruitful for searchers. Next, social capital will be
investigated as a concept and as a prospectiventeokating or enhancing venture
success, and social effectiveness will be studseal @mpetency in potentially being
additive to the entrepreneur’s social capital. n&ntrepreneurial members of the YPO
will be studied in order to understand how theyehased social capital and social
effectiveness to achieve entrepreneurial success.

Entrepreneurialism

French in origin, the term entrepreneur was lit8ed prior to the development of
the field of economics. The term is derived frora Exench worentreprendewhich can
be translated to meda undertakeThe literal meaning, as applied in early literafus
the person who organizes, operates, and assumgaskiier a business venture (Lowrey,
2003). There is a dispute as to who originally edithe term entrepreneur but an
imprecise definition appeared in Savaryistionnaire Universel de Commerae 1723
(Hébert & Link, 2009).

In her article on economic heroes, Habiby (2008best

Dynamic entrepreneurs, the type who want to crneate products that change the

way we live, have a relentless passion for theiptessTheir ideas form the

building blocks of job creation and innovation... T&és a universal, inborn
entrepreneurial spirit — the spirit of creatorsgplexers and inventors. We are

drawn to entrepreneurs because they have in the@NA of hope, the belief
that the best ideas are ahead of us. (p. 44)



Metcalf (2004) asserts that entrepreneurs beliewgething that no one else believes and
do so with strength sufficient to act upon thatdfednd to commit resources to develop
it.

Entrepreneurialism is an activity that spans eviettgd of endeavor from business
to education to government (Clouse & Miller, 1996has long been part of the
American dream, and one of the things that setsrimapart from the rest of the world,
that anyone who is willing to take a chance andki@rd can be successful.
Entrepreneurship is considered a vital elementabgrly functioning economies (Block
& Koellinger, 2009). Entrepreneurialism is at altethe high as Americans react to a
marketplace that is more demanding and reacts fiste at any previous time in U.S.
history.

The literature seems to have taken for grantetdetren if entrepreneurs are not in
complete control of the U.S.’s economic destingythave the power to influence its
direction as few other groups can (Baumol, 1998jrdpreneurs are the catalysts and
innovators of change (Ernst, 2008). Metcalf (200dtes that entrepreneurship is at the
heart of the understanding of a restless econojust &s knowledge creates further
knowledge so entrepreneurship creates further@etmeurship through the institutions
of the market economy” (p. 174). However, whengbenomy slows down or when
there are gaps in economic growth, theorists tylgitdame entrepreneurs (Baumol,
1990).

Lowrey (2003) describes two major research campEnwvithcomes to
understanding entrepreneurs from a theoreticappetive: (a) those that pursue answers

looking at microeconomic theories such as perswags, labor and management of



physical assets; and (b) those that look at maora®uic theories that focus on
entrepreneurs as figures that impact the econoroiety and development of the outside
world.

Entrepreneurial small businesses employ over HaHeonation’s nonfarm
workers and contribute a majority of the net nelasjoreated each year. Additionally, as
leaders of innovation, they produce more than &si more patents than large firms on a
per employee basis (U.S. Small Business Administran.d.).

Founders of new ventures have considerable obstaxci@vercome in creating a
successful venture, including resource constralats, of legitimacy, and competitive
threats (Aldrich & Ruef, 2006; Carroll & Hannan,@) Stinchcombe, 1965). To
overcome these issues, entrepreneurs may be atiiéaio support from their network of
relationships (Reynolds & White, 1997). Furtheigsassful entrepreneurs utilize their
contacts and connections to decrease their traosamsts by concentrating information
and resources in their social networks (Mitton,9)98
Social Capital

In his 2005 articlé’he Economics of Social Capit&lartha Dasgupta states that
the idea of social capital “sits awkwardly in canfgorary economic thinking” (p. 1). He
believes that even though the term social cap#aléhvery powerful and intuitive appeal,
it has been difficult to measure as an economi@gg&oen so, social capital is a topic
that has become increasingly popular in researtheiields of economics and the social
sciences. Kanazawa and Savage (2009b) staterthihe International Bibliography of

the Social Sciences, the key wostdxial capitalyield 3,774 articles since 2001 in



contrast with 3,835 articles under the much oldpra of human capitaand only 168
articles undephysical capitafor the same period.

Portes (1998) asserts that the novelty and fasomatith social capital comes
from two places: (a) the attention and focus onpibstive aspects of sociability while
largely ignoring the negative features and (b)f¢toe that it places the positive aspects
into a framework of discussion about capital tl@hpares power and influence with
money and stock holdings.

In a 24/7 world and a global economy, relationshippact every economic
transaction. However, what really needs to be wstded is not just whether they matter,
but also how much and in what circumstances shibwglgd matter (Robison & Ritchie,
2010). Ultimately, social capital is about the \eabf connections and information
(Maak, 2007). It connects people or groups in $a@éworks that create mutual
influence and goodwill, and improve information tysand relevance.

Social network researchers have taken the lealampting to formalize and
measure empirically those theories related to soajaital because they regard
relationships or ties that connect people and gg@gthe basic data for analysis (Seibert,
Kraimer, & Liden, 2001). In their study of CEOs ahe effect of social capital and
compensation, Belliveau, O’Reilly, and Wade (198éfjermined that social capital (as
measured by amount and prestige of social resgucoasributed to higher salaries.

Fischer (1977) tells the following story of Albé&tinstein in his 1977 analysis of
personal networks:

When Albert Einstein completed his university sasdin 1900, he could not

obtain a job appropriate to his training, in patéuse he had so antagonized his

professors that they would not hire or help himeAmore than a year of
searching and temporary employment, Einstein aghfiiea post at the Swiss



Patent Office and was a few months later calleduiach for an interview with

the office director. In spite of an inadequate parfance during the interview,

Einstein was hired. As it turns out, the direct@svan intimate friend of the father

of Marcel Grossman, a good friend and former claderof Einstein. The

appointment was no doubt a favor from the direttidhe Grossmans. Einstein’s

major scientific insights occurred during his s@gears at the Patent Office. (p.

19)

De Graaf and Flap (1988) assert that there arateihs where one may be able to
utilize his/her social network through the accurtialaof social capital, yet this
illustration demonstrates a certain level of inefifeeness on Mr. Einstein’s part. Mr.
Einstein was able to obtain a job only throughfhend and classmate due to the fact that
his socially ineffective behavior had reduced hiseo options.

The ability to read people accurately, make a dostlimpression, and persuade
or influence them often leads to the developmersibofal capital; understanding the role
of social skills will contribute to an understangliof the origins and impact of social
capital (Baron & Markman, 2000). Baron and Markni2®00) view social capital as a
resource that can be accumulated, and assertoitiat skills, such as interacting well
with others, can strongly influence one’s amoursadial capital.

Social Effectiveness

Social interaction is fundamental to living a fuootl and normal life, as well as
being effective in a work environment. While sodghamic processes have been an
active area of study for many years, social andmaational researchers are now seeing
a substantial increase in social effectivenesstoacts and a clear convergence in
thought (Ferris, Perrewe, & Douglas, 2002). Thgeddrody of research findings

represents measures from multiple disciplinespuitiolg organizational behavior and

human resource management. These findings inditateocial skills (skills that are



useful to individuals interacting with others) exaistrong influence on important
outcomes in many situations (Baron & Tang, 2009i& effectiveness can be
considered a somewhat broad category that inclaaesnber of specific constructs,
including: (a) social intelligence, (b) emotionatelligence, (c) practical intelligence, (d)
self-monitoring, (e) social skill, (f) social contpace, (g) political skill, (h) ego
resiliency, (i) interpersonal intelligence, (j) smmolitical intelligence, (k) interpersonal
acumen, () functional flexibility, and (m) socself-efficacy (Ferris et al., 2002).

Many academicians share the perspective that aatoms are, in effect,
political arenas. He suggests that political skitlthe ability to influence through
persuasion, manipulation, and negotiation, is #edkill to excel as a socially effective
individual (Mintzberg, 1983). In a formal senseg 8tientific study of individual
differences in social capabilities began in 192@wkE. L. Thorndike discussed the
notion of social intelligence in an article for lgar's Magazine (Heggestad, 2008). In
Thorndike’s (1920) seminal article, he describedaantelligence as the “ability to
understand and manage men and women, boys ane g¢arlact wisely in human
relations” (p. 228).

After Thorndike (1920) proposed a definition otsd intelligence, few published
studies set out to research his construct. In fiemt) 1920 until 1937 only 10 published
studies dealt with the subject and, of those ¥kerselealt with only one particular
measure of social intelligence (Landy, 2005). segtial. (2002) note that the study of
social intelligence has been cyclical and has milpneentered on the issues of

definitions and how to measure the terms.



The importance of social effectiveness can betilaied by the following
comments. Moss, Hunt, Omwake, and Ronning (192 tiat if one studies the
gualities of the “so called successful man”, oneildind that his success doesn’t
depend on knowledge that would confuse the average but more on the qualities that
the average man would find sympathetic and “plegdipp. 212-213). Along similar
lines, Laird (1936) states that many people withltdwest levels of education or
knowledge (e.g., bootleggers, Broadway touts, gightfigures, and gamblers) become
popular, powerful, and even admired. He also paatghat the reason why the U.S. has
elected some presidents who are low in abstraeifliggnce is due to the fact that in order
to be elected, one must possess high social geelte.

Young Presidents’ Organization

The Young Presidents’ Organization (YPO) was founidel 950 by Ray
Hickock. The mission of the organization is to tedaetter presidents of companies
through learning and peer support. Mr. Hickock Ipeeahe president of a very large
company at the relatively young age of 40. He &smd that he had no contemporaries
or peers to ask for advice or with whom to shareceons. When he was able to identify
several other presidents with similar situatiohsytcreated YPO as a mutual support and
learning organization. An individual is eligiblerfmembership in YPO until he/she turns
50 years of age. Thereafter, an individual may @nd the successor organization World
Presidents’ Organization (WPO), which has no agé flor membership. Currently there
are approximately 18,000 members of YPO and WP@&dakin more than 100
countries. Both organizations consist of presidehtompanies that were either founded

by themselves or their family. Members may alsoehla@en hired as senior level



executives. YPO estimates that 37% of their memiitergo the category of
entrepreneurs, creating a community of approxing&@el00 entrepreneurs from around
the world (Young Presidents’ Organization [YPOH.h.

To become a member of YPO one must first qualiheré are minimum
requirements for firm size (number of employeeg) fam revenues (or total assets in the
case of a financial institution or brokerage). Agpective member must also be actively
engaged in running one’s company and have a toguéxe title of President, Chief
Executive Officer (CEO), or Managing Director. Atddnally there is a strict
requirement that one must certify each year thatsocompany continues to meet all of
YPO'’s financial requirements. Failure to certifynaally will lead to expulsion from
YPO.

The current combined annual revenue of YPO/WPO beemompanies is
approximately $5.4 trillion. This on its own woujdalify the organization to be ranked
as the fifth largest economic entity in the workhind the EU, the United States, China,
and Japan. The combined companies employ in exé¢dEsmillion people. Finally,
member companies are distributed across industsiésliows: 29% - Service businesses,
29% - Sales businesses, 25% - Manufacturing, 1B¥ancial businesses, 4% - Other,
and 3% - Agency businesses (YPO, n.d.).

Alliances with some of the world’s leading instituts connect YPO members
with top scholars and the latest research in basiaad related fields. These executive
programs are specifically designed for those seggkirigorous approach to strengthening

leadership and addressing business challenges (YBQ,
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Statement of the Problem

Entrepreneurs are able to identify a need and mesa@urces to satisfy that need.
Social capital has been found to translate dirdotlyositive financial outcomes and is
generally acknowledged to be as important an &asset organization as human capital
and fiscal capital (Baron & Markman, 2000). Sociapital is an important asset because
it provides the entrepreneur with information aagaurces that will allow him/her to
identify and exploit opportunities to which othenay not have access (Davidsson &
Honig, 2003; Florin, Lubatkin, & Schulze, 2003).is®theorists have suggested that
social skills are reflected in persuasion and oitmdwence mechanisms as a method of
controlling others actions, and a reflection ofa@ty and knowledge of what to do and
when to display appropriate or expected behavibimwever, little is known about which
social styles explain success or failure of inflceemethods (Ferris et al., 2002).

Extensive research points to a correlation betvseeral capital and
entrepreneurial success. However, few studies aapdred how social effectiveness
impacts the effective usage of social capital iw renture success and sought to
understand, from the entrepreneur’s perspectivwe,duoxial capital has contributed to the
success of their entrepreneurial efforts and haviaseffectiveness correlates with those
efforts (Baron & Markman, 2000; Tocher, 2007).
Statement of the Purpose

This dissertation, focusing on YPO members, exadithe relationship among
various components of social capital, degrees abseffectiveness, and degrees of

venture success. In particular, the study investja
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1. YPO members’ demographics and how those demogmaptiate to degrees
of venture success.

2. How various components of social capital possebgedPO members might
relate to degrees of venture success.

3. How various components of social effectiveness ggs=d by YPO members
might relate to degrees of venture success.

4. Whether an interaction exists among the comporardscial capital,
components of social effectiveness, and degreaaufess in new ventures
created by YPO members.

Research Questions

Accordingly, consistent with the statement of msg, the research strove to
address the following research questions as wehHesub-questions, the intent of which
was to add to the complexity and beneficial knowkedontained in the results:

RQ, — How do responding YPO members’ demographic dbaratics relate to

degrees of venture success?

RQ., — How do the various components of social capéiate to degrees of

venture success among YPO members?

Sub-RQ - What types of social capital does the entrepnepessess?

Sub-RQ — How does YPO fit into the entrepreneur’s socaital?
RQ; — How does the responding YPO members’ sociatiikeness relate to

venture success?

Sub-RQ3 - In which categories of social effectivssnéoes the

entrepreneur excel?
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Sub-RQ4 - In categories of social effectiveness dioe entrepreneur do
poorly?

RQ, — Does a linear relationship exist among the carepts of social capital,
components of social effectiveness, and degreaamfess of new ventures
by YPO members?

Key Definitions
The following definitions are used throughout ttiissertation proposal.

Entrepreneur:individuals that recognize a need in the markegpknd act to fill

Social Capital:The relationships, connections, networks, andiloildgt that one
has accumulated over one’s lifetime.

Social Effectivenes®©ne’s ability to recognize how he/she fits inte/her
surroundings socially and how he/she interpretaghts, words, actions, and social
clues: both his/her own and those of others.

Network: A connection of associations that link individuatsgroups together by
a common concept, value, or theme.

Young Presidents’ Organization (YP@)n international organization founded in
1950 that provides education and peer supportasigents of companies.

Weak TiesConnections between people or groups within a oiktwhere there
is little overlap between its members or other gsou

Strong TiesConnections between people of groups within avadt where there

is substantial overlap between its members or @lerps.
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Embeddednes3he concept and degree that actions betweenithails are
predicated on social relations and that behavi@$redified and restricted by previous
interactions and levels of trust.

Relational DimensionThe relationship and focus between interacting
individuals.

Trust: A shared feeling, based on a common backgrounmgreence, or social
situation where one party has confidence or fatthe actions of another.

Shared NormsThe behaviors and cues within a society or grbap @re believed
to be appropriate for its members.

Shared ValuesFundamental beliefs, concepts, and principlesuhéderlie an
association and guide its members.

Limitations of the Study

Several limitations were present in this study. Tifgt major limitation of this
study was that the data were gathered via a getfied survey directly from the
entrepreneurial YPO members. However, despitelithéation, self-report data have
been shown to be reliable, especially when givea tpp executive (Nayyar, 1992; Tan
& Litschert, 1994). By definition, all of those manding were founders/CEO/Presidents/
Managing Directors of their companies as a presstguior membership in YPO. Also,
the information for two of the main variables imstBtudy (e.g. social capital and social
effectiveness of new venture founders) is almasags collected through self-report
surveys due to the fact that there is almost neratlay to obtain this information (e.g.,

Ferris et al., 2005; Florin et al., 2003; Lechri@owling, & Whelpe, 2006).
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A second major limitation of this study was tHa tlata were collected in only
one round. It certainly would be preferable to bkedo make multiple observations over
the period of several years, especially with regandoperating data. Time series data
might have helped the researcher find a strongesataelationship between founder
social capital and founder social effectiveness wiéw venture success. Additionally,
receiving operating data over multiple periods gears would have allowed the
researcher to better define and scale successjanmd@ovide an opportunity to
determine a stronger causal relationship. Giventtheiwas a dissertation, it was deemed
impractical to invest that length of time in theearch.

Finally, becaussuccesss defined in this study as membership in YPO, the
researcher was limited in his ability to judge plagticipants’ actual level of success.
Some may merely have continued to qualify, whichdsmall accomplishment;
however, the researcher was not able to sort eutuper-successes from the baseline. A
number of variables can be used to indicate ledetsiccess. The age of the company is
an important variable. Biggadike (1979) states thate are three important stages of
business development: (a) start-up (0-4 yearsiadb)escence (5-8 years), and (c)
maturity (8 or more years). Stinchcombe (1965) s skat the liability of newness
affects all new ventures.

In a review of studies on predictors of businesxess, Korunka, Kessler, Frank
and Lueger (2010) found a high correlation betwsmmpany age and success.
Additionally, Korunka et al. found that the sizeaobusiness has an impact on survival

rates and that larger businesses show higher slimates due to having better resources.
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Summary

Chapter 1 explored why entrepreneurialism is irtgparto a healthy and
productive economy and also briefly examined tts¢oiny of thoughts and perceptions
about entrepreneurs in general. The chapter cadiby presenting brief descriptions of
both social capital and social effectiveness and they might be important variables in
new venture success. Finally, the chapter offenexvi@w of the research questions,
listed key definitions, and described limitatiorighee proposed study. Chapter 2 will

explore more deeply the literature related to thepes.
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Chapter 2: Review of the Literature
Introduction

This chapter will provide the theoretical backgrddar this study, and will probe
more deeply the research regarding entreprenedrsaious theorists’ attempts at
understanding who and what they are. This willdde¥ed by an exploration of the
social capital literature to more fully understahd components of the concept. The
chapter will conclude by examining the literatueéated to social effectiveness.
Studies of Entrepreneurs

The most debated and researched topic in thedfedthtrepreneurship concerns
the very nature of the entrepreneur him or her&adkearchers have examined
entrepreneurs’ personality traits and charactesstuch as risk tendencies, control,
tenacity, and a greater tolerance for ambiguityeylhave also explored psychological
constructs that focus on self-efficacy, values mnudives, ethics, achievement
individualism, and sociological features such athlorder, role models, mentoring, and
immigrant status (Morris, 2002).

As a result of these explorations, theories ofegargneurship are typically
divided into the following themes: (a) what entepeurs are like (personality variables),
(b) where entrepreneurs come from (background biasg, (c) what entrepreneurs do
(behavioral variables), and (d) how entrepreneara/dat they do (skill variables, Karp,
2006). Cross and Travaglione (2003) divide theaesteinto three slightly different
categories: (a) motive theories, based on the desipes of the entrepreneur for personal
achievement as the motivating factor that drives/her beyond the norms; (b) trait

theories, also known as personality theories, basdte pursuit of identifying emergent
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traits of successful entrepreneurs and are baséteacroncept that these traits may be
replicated so that others can be successful; grabfmitive theories, which have
attempted to explain entrepreneurship through mseby which entrepreneurs are able
to perceive greater self-ability and skills thaa ttorm and thereby achieve superior
results. Lowrey (2003) describes two major reseaachps when it comes to
understanding entrepreneurs from a theoreticappetive: (a) those that pursue answers
looking at microeconomic theories such as perswais, labor, and management of
physical assets; and (b) those that look at maora®uic theories that focus on
entrepreneurs as figures that impact the econoroiety and development of the outside
world.

No discussion of entrepreneurialism would be cotepldthout mentioning
Joseph Schumpeter, the theorist most closely agsdavith entrepreneurs (Formaini,
2001). Schumpeter’s (1950) conceptoegative destructiomlescribes his belief that
entrepreneurs do not create things, but rathea disruptive and destructive force; while
bringing in new businesses, they may destroy didsimesses and processes.

In a final perspective on entrepreneurs, Hytti &0@btes that the entrepreneurial
process is non-linear, emergent, dynamic, and.floiee argues that the meaning of
entrepreneurship is different for each entrepreaeadris not predetermined, and that
time and place are integral components of the prereurial process.

Evolution of the Term “Social Capital”

The primary focus of any definition of capital &t of having resources. The

traditional view of capital includes such tangildsources as cash, land, or machinery, or

intangible resources such as knowledge, humarnalsocistructural resources (Storberg,
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2002). The essential properties of physical capital (a) transformation, (b) capacity,
(c) durability, (d) flexibility, (e) substitutabtly, (f) decay, (g) reliability, (h) ability to
create one form of capital from another, and (papunities for disinvestment (Robison,
Schmid, & Siles, 2002). Capital describes any resothat allows individuals to produce
or achieve a goal. Kanazawa and Savage (20094 dosan capital into three types: (a)
physical (inherent in physical objects), (b) so¢iaherent in relationships between
people), and (c) human (inherent within a humamlti@nd Tremblay (2005) describe
physical capital as objects created through thesteemation of various raw materials,
human capital as the transformation of individuatg] social capital as the
transformation of relationships between and amaap|e.

A review of the literature shows that academialbag been split in terms of how
to define social capital; each discipline seesctirecept through its own particular lens. A
relevant analogy is that surgeons are prone tawewnd surgery as the optimal solution
to a health problem, while a radiologist will almhosrtainly suggest radiation as the
preferred treatment. Economists, social psychtafrsociologists, psychologists, and
knowledge management professionals all believethigat way of analyzing things is the
best.

Andriani and Karyampas (2009) state that sociaita@s a term, has been
applied in hope of finding meaning in the fieldspolitics, institutional performance,
corruption, and the economic success of whole cmsfThey identify three issues in
dealing with social capital at a scientific lev@) the definition is still elusive primarily

due to its multi-dimensional nature; (b) this foofrcapital has a high level of
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intangibility; and (c) because of a lack of suitalihta, there is no universal method of
measurement for this concept.

For example, knowledge management specialists MgEJorna, and van
Engelen (2006) believe that social capital is yejaist “forms of knowledge” and that the
knowledge professional’s main job is the “care teedling” of the individual and
collective capacity to create new knowledge (pf-126). They assert that to fully
appreciate their thesis of knowledge creation,anst see social capital as a blend of
individual and collective thought.

Robison et al. (2002) believe that the term samagital has taken on so many
meanings and used in so many “battles” that it rss& of becoming “the ether that fills
the universe” (p. 1). They are in favor of limititige definition of social capital across
academic disciplines as a way of enhancing commatioit and cooperation. Of course,
their article appears in tiReview of Social Economgnd they follow the economist’s
perspective of capital in believing that analydisacial capital must be limited to those
social relationships that are most capital-likeharacter.

In a short paper presented at the 1998 Sociat&d&ponference at Michigan
State University, the Social Capital Interest Gr¢2@00) asserts that social capital is
now a concept that is included in most social s@atisciplines. While they admit that
the origin of the term is likely to be in disputieey feel that many of the behaviors
currently attributed to social capital originatevarious forms of social interactions, such
as: (a) caste privileges, (b) ethnic-based ressufcgarms-length sales, (d) nepotism
laws, and (e) networks of privilege. All of these alationships (i.e., forms of social

capital) that influence economic and social outceme
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Kanazawa and Savage (2009a) believe that the meason researchers cannot
agree on a unified definition of social capitalagyely a problem of values. They posit
that without a clear theory of values that adeduateplains what humans want, any
definition is likely to bead hoc

The editors of Economist Magazine believe thattiaén reason economists
cannot even agree amongst themselves about a temisisy to analyze social capital is
that the idea of trust and community as a pathwaydalth or poverty does not easily fit
into the traditional base assumption of econonilet humans are essentially self-
interested animals. However, the concept of sédrest is of importance to behavioral
economists who think this assumption has been &depthout enough critical study
(“A question of trust,” 2003).

Gozi (2003) feels that the terrascialandcapital are oppositional in many ways.
He believes that relationships defineddayital are calculative, rational, productive, and
always searching for higher returns. Although da@kations may also include these
components, he believes that the most importamals@tationships are familial,
emotional, and supportive.

The metaphor of capital has spread to other faimon-physical social
applications, such as “organizational capital” &ndtural capital” (Robison et al., 2002,
p. 5). Organizational capital resides within thgamization, includes such elements as
company knowledge and organizational relationstapd, may even be embodied in the
attitudes and knowledge created by the organiza@aitural capital may include
proprietary terms and language, values, and orgaaiml assumptions (Robison et al.,

2002).
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Finally, McElroy et al. (2006) recognize sociapital as a type of capital that
humans can create on demand. They believe that falbed with a shortage of social
capital, individuals can just create more.

Evolution of Social Capital Theories

Adam Smith. Although Adam Smith (1776) infrequently used therteapital,
he did refer to multiple components that would besidered capital today. Specifically,
he described wealth as the accumulation of labages, rents, and stock. He subscribed
to theinvisible handtheory that if people just pursued their own $eférest, the
common good would also be accomplished.

Storberg’s (2002) review of Adam Smith’s work, aoomly known as th&ealth
of Nations notes that his thoughts basically described vghabw referred to daissez-
faire economicsSmith also acknowledged the relationship betwesiics and
economics and, in fact, believed that all elemantociety were connected.

Karl Marx. Marx theorized that workers, thrust together imenmon situation,
would learn to identify with each other and supath other in their individual wants
and needs. He believed that a common fate bourglg@&mether (Portes, 1998).

Storberg (2002) asserts that Marx’s key concepttiat of “surplus value” (p.
473). Marx (1845) believed that capitalists usesdrtbapital and position to take the
value of the surplus, created by the laborerstHeir own benefit and to oppress the
worker. Thus, the ultimate solution to this coningupolarization of wealth was to
advocate for a social revolution. Marx believed tha consciousness of the workers is
determined by the relationship, or social capttadt they have with the owners of the

means of production.
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Theodore Schultz.TheodoreSchultz was the first economic theorist to argue
publicly that human resources should be treateadfasm of capital. In his 1961
appearance as president of the American Econonsodiation, he expressed his opinion
that by not acknowledging the value of human resegjrone encourages the notion that
labor requires little knowledge or skill (Schulig61).

Glenn Loury. Loury was an economist who first came upon the tsonial
capital in his research on neoclassical theoriga®@él income inequality and its impact
on policy. He believed that young African-Americamsuld be affected by racial
inequalities forever due to two factors of socegpbital: inherited poverty from their
parents, manifesting through lower material resesiand education and poorer
connections to the job market; and information ahloe market (Portes, 1998). In his
theory of racial income differences, Loury (197%3erted that social capital is necessary
to develop human capital.

Pierre Bourdieu. Pierre Bourdieu (1985) is generally consideredetdhe first
theorist to write a book entirely dedicated to thacept of social capital. Unfortunately
his book, being written in French, was largely umkn to non-Francophiles until later in
the 1980s. Bourdieu’s theory also appears in atehaptitled, The Forms of Capitalin
J. G. Richardson’s edited bodkandbook of Theory and Research of the Sociology of
Education,published in 1985. He defines social capital asapgregate of actual or
potential resources, linked to membership in alderaetwork of institutionalized
relationships of mutual acquaintance. Additionatlg,focuses on the benefits of

sociability and its effect on making a profit thghuenabled connections or social capital.
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James ColemanColeman made a more refined analysis than previous
researchers following the lines of Loury’s reseafpecifically, he looked at the role of
social capital in the creation of human capitalle@wan defined social capital
functionally as a variety of social entities thawh two elements in common; they all
have some aspect of a social structure, and tloditdée action of actors (individually or
organizationally) within that structure (Portes9&%

Coleman (1988) asserts that founders call upan¢lese ties to form dense
networks that allow efficient transmission of infaation between the members, which,
in turn, establishes trust and enforcement of $ocians. Coleman states:

Social capital is defined by its function. It istraosingle entity, but a variety of

different entities having two characteristics imgnon: They all consist of some

aspect of social structure. Like other forms ofitzpsocial capital is productive,
making possible the achievement of certain endsabald not be attainment in
its absence. Like physical capital and human clagiteial capital is not
completely fungible with respect to certain actast Unlike other forms of
capital, social capital inheres in the structureedditions between and among

persons. (p. 302)

Ronald Burt. Burt views social capital and its actors as “frigncblleagues and
more general contacts through whom one receivesrappties to use one’s financial
and human capital” (Portes, 1998, p. 6). Whereasy (1977) and Coleman (1988)
deemed dense networks to be necessary for theorre@dtsocial capital, Burt highlighted
the opposite. Burt (1992) asserts that founders etest to form networks with few
overlaps and, through distant ties, develop netwaiikh greater range than closely tied
networks. He further notes that an entrepreneuth®epportunity, ability, and
motivation to take advantage stfuctural holeggaps within network connections). Burt

asserts that that the entrepreneur is perfectlyiposd to capitalize on the opportunity of

connecting people across gaps.
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Gary Becker. Storberg (2002) states that as a form of scieritificiiry, human
capital theory owes its existence to Becker, wistett for relationships between
components of human capital, including health, atlan, and migration. Becker (1993)
defines activities that influence future monetamg @sychic income by increasing
resources in people as “investment in human cégpalll).

Daniel Goleman.lIt is reasonable to assert that the construct aitiemal
intelligence has received so much attention inptest 15 years because of the best-
selling books on this topic published by Daniel &onén (1995). Goleman relates
emotional intelligence to abilities such as effeely controlling impulses, delaying
gratification, regulating moods, and the abilityetmpathize with others. Furthermore, he
suggests that “Being able to manage emotions iresomelse is the core of the art of
handling relationships” (p. 112). Goleman lookedrake the relationship between social
capital and social effectiveness clearer. In hiterg of Goleman’s 2006 bodRocial
Intelligence,Heggestad (2008) notes that Goleman uses the sarcra intelligence
social competen¢@ndsocial effectivenesaterchangeably. Heggestad also notes that
most social effectiveness researchers tend toraeganal intelligence as a component of
the more broadly defined term sdcial effectiveness

Robert Putnam. In Robert Putnam’s (2000) bo@owling Alone: The Collapse
and Revival of American Communihe states that social capital consists of “work-
related organizations, both unions and businesgeasfdssional organizations” (p. 80).
He believed that the United States as a whole wabnihg in total social capital based
on dwindling membership in community organizatiafde.defines these associations as

neighborhood associations, choral groups, coopeigtand sports clubs. Putnam’s
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definition of social capital includes important cepts that rely heavily on the features of
social organizations, such as networks, civic gspmprms of behavior, and cooperation
for mutual benefit (O’Shea, 1999). Putnam (1995 @sserts that norms and trust are
the source of social capital and that people léado the right thing through a process of
socialization.

Nan Lin. In his book,Social Capital: A Theory of Social Structure andiéw,
Nan Lin (2001) defines social capital as an investiin social relationships by
individuals that help them gain access to resouteaswill enhance expected returns of
instrumental or expressive actions. Lin’s theorgaodial capital not only provides a
framework to assess the contribution of socialti@ahips and the accumulation of
capital, but also enables scholars and CEOs tdifgevays to obtain a bigger return on
investment by investing in those relationships &0y, 2002). Lin states, “Unlike
human capital, which represents investment in itngiand other programs of activities to
acquire skill, knowledge and certifications, sodapital is an investment in social
relationships through which resources of otherraatan be accessed and borrowed” (p.
24).
Components of Social Capital

Seibert et al. (2001) describe three schools arthim the field of social capital
that focus on the main concept of networks and thenefits to members: (a) weak tie
theory, (b) structural hole theory and (c) socgsaurce theory. See Table 1 for a

summary of theories and theorists.
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Table 1

Summary of Theories and Theorists

Theory Theorists Summary

Weak Tie Theory Granovetter  Focuses on the strecfia network

Structural Hole Theory Burt Focuses on the structure of a network
Podolny
Baron

Social Resource Theory Lin Focuses on the content of a network
Coleman
Bourdieu

Aldrich and Zimmer (1986) state that an entrepugseersonal network is the
totality of all the people and groups he/she knawsnected by a certain type of
relationship. The network may include family, frisnand acquaintances, church
members, suppliers, co-workers, employees, trastecagions, and professional groups.
They also note that networks are rich in the ressgithat entrepreneurs need to succeed,
promoting social learning, adaptive responses tl@dliffusion of new ideas.

Traditional economic theory argues that market eargles occur as independent
events, and that they are conducted by self-intedlesctors with perfect information
(Frazier, 2000). Coleman (1988) and Granovetter §) State that theories of networks
integrate the concept of relationships into thehaxge equation and provide
opportunities for the parties to allow analysisrarket exchange behaviors, allowing for
personal relationships (often referred to as saapltal).

Founders form external networks for multiple reas@pecifically, they may be
operating with limited resources and may need ajwdormation, and a supplement to
their own skills (Kim, 2006). Research in the fielidnetworks suggests that participants

in networks can substantially influence ventureggrenance by providing entrepreneurs
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with more diverse, complete, and timely informatibat could be obtained by individual
efforts alone (Burt, 1992; Uzzi, 1996). Furthera@ovetter (1985) notes that the nature
of the relationships between members of the netwetkrmines the level of access to the
assets of the network available to its memberssudgests that information is more
easily accessed and of a better quality whenattessed through weaker ties, or those
where the members have infrequent contact with etetr.

Portes and Sensenbrenner (1993) assert that estbesldtionships have an
influence on the value of transactions and cardlsokial capital among members of the
network. Exchanges within a network have a so¢ratture that is influenced based on
the embeddedness or closeness within the group.(L226) states that the governance
mechanism, or the way in which the network selfiqes itself, that promotes the
voluntary sharing of information and resources with network is social capital.

Molm, Takahashi, and Peterson (2003) state thamgtiie relationships operate
with certain norms of reciprocity that allow therfp@s involved to provide assistance
without the consideration of benefits to be receivdso, working with direct ties may
create opportunities and environments for mentoaimg) direct support. Venture
founders who have received or given such suppdhearpast may be more inclined to
reciprocate (Larson, 1992).

According to Kim (2006), social exchange theorlsige created a broader
category of exchanges between actors cg@teralized exchangelde describes an
example of a generalized exchange as assistingradstd motorist where support is

rendered without immediate or direct reciprocation.
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Founders’ benefits from close relationships orrgjroes may include access and
introductions to investors, customers, or otheeptial stakeholders. They may also meet
future employees, industry experts, or other enéregurs who may be able to contribute
experiential advice (Davis, Renzulli, & Aldrich, @8); prominent individuals in
founders’ networks can be influential and lend dy#itly to the founder’s new venture
through endorsements (Podolny, 2001; Stinchcom@@5)]1 supporters centrally located
in the founders’ network can provide stronger esdorents (Wasserman & Faust, 1994);
and customers, suppliers, and sources of finangebmavilling to increase their support
of the new venture (Shane & Cable, 2002).

Founders are likely to rely heavily on their sgenties due to established norms
between the parties (Granovetter, 1973). Theseinggateractions allow both parties to
develop an awareness of each other’s preferengéss,sand capabilities. Built on trust,
these strong ties allow for a greater level ofpemity than do weak ties. Transactions
utilizing strong ties are called reciprocated exges (Blau, 1964). Additionally, due to
the frequent contact that is characteristic ofansg} tie relationship, founders can rely on
earlier communications to help eliminate redundamversations and thereby increase
the speed and ease of the transfer of complexnr#ton (Hansen, 1999).

Another variable affecting strong tie networkslénsity. Density is a
characteristic of a network that refers to theltotember of ties that a member may have
as a link to that network. Density increases asitimaber of ties within a particular
network increases. A network where everyone knaes @ther would be considered

dense (Marsden, 1993).
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Embedded relationships yield high levels of trostjgation and commitment
reciprocity that may provide a substantial oppattuto the entrepreneur (Burt, 1992).
The density of a network’s connections also ofttect higher levels of trust and group
cohesiveness as well as group norms (Axelrod, 198 trality is an important related
topic that refers to where an individual actor rbayin the flow of information relative to
others in a network. Centrality may be an indicatorank, influence, or status, and those
variables may lead to better access to informairaesources. Additionally this position
may be appointed, elected, or attained informadigdal on expertise or reputation (Ibarra,
1993).

Founders who rely exclusively on a strong tietrefeship face several limitations.
Strong ties create the likelihood of receiving nedant information or resources (Carley,
1991). Another limitation of working with close $iés that of homophily, or the tendency
to work with people with similar backgrounds. Sadhions tend to reduce the flow of
new information and create redundancies (Blau, 1964

Weak or indirect ties can be helpful when stroeg ire ineffective or not
equipped to provide the support that is needecad@gssing their weak ties, founders
often discover new and untapped resources andatoon. Founders with multiple
weak ties put themselves into a better positioréeive potential new assets (Burt,
1992; Granovetter, 1973).

Growing networks of weak ties can be time consignaind requires the founder
to overcome his/her inclination to recruit into/hier network only members of their own
socio-demographic pool (McPherson, 1983). Additignavhen one pursues weak and

indirect ties for support in and to his/her netwdr&/she will most likely encounter
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exchanges that occur on a negotiated basis. Ttusres the two parties to agree in
advance how and what the rules are with regardsciprocity. This type of exchange
will cause the founder to invest much more heawity setting up and maintaining those
relationships. Given that a founder’s resourcediaméed at startup in terms of time,
information, and capital, these types of ties lbkair own costs, as detailed previously
(Blau, 1964; Molm et al., 2003).

These types of negotiated exchange relationshgysawolve into reciprocal
exchanges as time goes by and trust is gainedghrperformance and interactions
(Blau, 1964). Experimental studies show that rexpl exchanges generate higher levels
of trust than do negotiated exchanges (Molm e2aD3).

Reagans and Zuckerman (2001) state that foundérskedy draw primarily
from their core of strong ties while reaching oelestively to the weaker ties. According
to Reagans and Zuckerman, studies have found ®s#sults from maintaining a
diverse support network, anchored by strong tiessapplemented by weak ties.

Additional components of social capital include ¢imand motive. In a famous
study to test affinity in social capital, RobisamdaSchmid (1991) asked people to
determine a price that they would sell a car to different potential buyers. The buyers
were each presumed to have different levels ob$capital vis-a-vis the seller and
therefore different levels of affinity with the k&l The selling price increased as the
buyers ranged from a family member to a friend te@hbor to a nasty neighbor,

illustrating the varying levels of affinity.
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Social Effectiveness

Ferris et al. (2002) describe social effectiversssa somewhat broad category
that includes a number of specific constructs tlaaty different labels, including: (a)
social intelligence, (b) emotional intelligence), pecactical intelligence, (d) self-
monitoring, (e) social skill, (f) social competenég) political skill, (h) ego resiliency, (i)
interpersonal intelligence, (j) sociopolitical ilitigence, (k) interpersonal acumen, (1)
functional flexibility, and (m) social self-efficgcEven though these constructs may
occupy a similar place in the literature, Ferrigle{2005) regard all of these as similar
components under the broad category of social efeetess, which is currently popular
for its potential in the area of jobs and careEwsthermore, most of these constructs
have a common variable in that each possesses@ooemt of cognitive understanding
or savvy, as well as a component of behaviorabadtiat requires one to act on that
process in a flexible or adaptive way. Ferris e2005) assert that most of these
constructs have their roots in the early constofisbcial intelligence, which established
the dual components of understanding people andlsuations, and being able to act
on that knowledge in an appropriate manner. Thefepito see social effectiveness as a
broad, high-level umbrella term that incorporatestiple related, yet conceptually
distinctive, versions of social understanding aochpetence.

Mintzberg (1983) states that many academiciansesharperspective that
organizations are, in effect, political arenas.ddggests that political skill, or the ability
to influence through persuasion, manipulation aggbtiation, is the key skill needed to

excel as a socially effective individual.
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In a formal sense, the scientific study of indiatldifferences in social
capabilities began in 1920 when E. L. Thorndikedssed the notion of social
intelligence in an article for Harper's Magazinee@igestad, 2008). In Thorndike’s
(1920) seminal article, he described social irgeliice as the “ability to understand and
manage men and women, boys and girls — to actwiséluman relations” (p. 228).

Marlowe (1986) defines social intelligence as “#tdity to understand the
feelings, thoughts and behaviors of persons, imctudne-self, in interpersonal situations
and to act appropriately upon that understandipg5®). He believes that social
intelligence is composed of a set of problem-s@\skills that enable the person to
resolve problems and create useful social beéétlowe equates social intelligence
with social competence.

Ferris et al. (2002) note that since Thorndike®2@) seminal work, the study of
social intelligence has been cyclical and centerethe issues of construct definition and
measurement. From their review of the literatuneytconclude that most authors
describe social intelligence as a complex combonadif different abilities that help
individuals navigate through various social setirend that it is related to, but also
different from, other types of intelligence.

In commenting on the various components of intetlice, Thorndike and Stein
(1937) first seek to define social intelligencdemms of three components: society,
interest, and adjustment. Using the George Washiin§bcial Intelligence Test
(GWSIT), the authors found that test scores wereetated with students’ extra-
curricular activities, executive ratings, and af@stiintelligence. They expected to find

this correlation with abstract intelligence, as firftbke and Stein believed that social
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intelligence shares a common theoretical place abtract intelligence since they both
involve the use of general facts about people.ddeeand development of the social
intelligence construct has continued along itsinabpath (i.e., thoughtful appreciation
of others and behaviors linked to coping with ashevith few adjustments (Ferris et al.,
2002).

Utilizing an implicit-theory approach (reflectingeir own initial beliefs of
appropriate theories), Kosmitzki and John (199%et®ed a prototype of social
intelligence based on subjects’ ranking of 18 defins or adjectives, which yielded
seven items that were equally indicative of theavedral and cognitive components of
social intelligence. The second part of their stadked subjects to use the 18 definitions
to describe actual people. The results are desthpehree distinct factors: (a) social
intelligence, (b) social influence, and (c) socre@@mory

Linking effective leadership with social intelliges, Zaccaro, Gilbert, Thor, and
Mumford (1991) note that social intelligence mayédanportant implications for
leadership because effective leaders must haveotdtive capacity to analyze
situations and the ability to take whatever actitay be necessary. They argue that
leaders need social perceptiveness to receivendmgbret social information and
flexibility of behavior to respond in different wayo different situations, directly linking
leader effectiveness to social intelligence. Initoid, social intelligence is considered
essential for assessing stakeholder relationshipsifberg & Schneider, 2001), and for
the effective development and implementation ofovigor the organization (Zaccaro &

Banks, 2001).
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In a further development of the social intelligewoastruct, Schneider, Roberts,
and Heggestad (2002) view social intelligence asqidhe broader construct of social
competence. They define social competence as eyneg differences in the ability to
achieve social goals, and as a combination ofeeélatits, including social intelligence.

Organizational scientists have demonstrated coratieinterest in emotions in
the workplace in recent years. A body of relatedkWas emerged that has become
known asemotional intelligence This field has seen an interesting developmental
trajectory, basically evolving along two paths &ded one by consultants and
practitioners writing for the business and popplass, and the second one by behavioral
scientists attempting to determine the scientiferita of this construct (Ferris et al.,
2002).

It is reasonable to assert that the construct aftiemal intelligence has received
so much attention in the past 15 years becaugedidst-selling books on this topic
published by Daniel Goleman (1995). Goleman relatastional intelligence to abilities
such as effectively controlling impulses, delaygrgtification, regulating moods, and the
ability to empathize with others. Furthermore, bggests that “Being able to manage
emotions in someone else is the core of the drandlling relationships” (p. 112). In his
review of Goleman’s 2006 bodkocial IntelligenceHeggestad (2008) notes that
Goleman uses the termascial intelligencesocial competen¢candsocial effectiveness
interchangeably. Heggestad also notes that mogtl ®ffectiveness researchers tend to
see emotional intelligence as a component of theroimadly defined termmocial

effectiveness
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Ferris et al. (2002) assert that, independenthplsrs have spent time
establishing a program of research aimed at dewgdpe scientific status and the
specific nature of the emotional intelligence camdt Salovey and Mayer (1989) define
emotional intelligence as “the subset of socialilgence that involves the ability to
monitor one’s own and others’ feelings and emotidmsliscriminate among them, and to
use this information to guide one's thinking antioas” (p. 189). Furthermore, they
suggest that emotional intelligence addressesvwbalbmains of knowing one’s
emotions, managing emotions, motivating onesetgaizing emotions in others, and
handling relationships.

While the research on emotional intelligence hamnanily focused on measuring
intelligent behavior in natural settings (Sternh&kagner, Williams, & Horvath, 1995),
the two main streams of research are charactebyedildly opposing views of how
emotional intelligence should be measured. Onedass emotional intelligence as a
wide combination of mental ability and personalrgits, and relies on the mixed-model
assessment approach used by Goleman and Bar-Ohufide®d Sternberg, 2000). The
other line, referred to as tlability-mode] focuses on the skills and abilities needed to
facilitate thinking and adaptive behavior (Carudayer, & Salovey, 2002). Mayer,
Salovey, and Caruso (2000) state that emotionalliggnce is best viewed as a group of
mental abilities, which is best captured by meagumental capacity. They also note that
the mixed-model approach appears to be more watglgpted than either method alone.

Moving on from emotional intelligence, Ferris et @002) note that practical
intelligence is an appropriate construct undertirella of social intelligence. Indeed,

conceptual differentiation between practical ingelhce and other non-academic and
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academic forms of intelligence has been an intefestsearchers for quite some time.
However, Ferris et al. assert that the only pofragreement among researchers thus far
is that intelligence is partly based on one’s aptlb adjust to the environment, which is a
point that may serve to link practical intelligenggh other forms of intelligence.

Sternberg (1985, 1997) explains that, to manygctreepts of common sense and
street smarts are well known and widely underst&beknberg defines practical
intelligence as the ability that individuals useattapt to, shape, or select their
environment to achieve valued personal goals. ©b&kcontext of organizations today
makes practical intelligence an appealing, eagydsp concept.

Hedlund and Sternberg (2000) directed their rebetamvards work on managerial
problem solving as a key aspect of practical iigjetice: that is, the concepttatit
knowledgewhich they define as knowledge gained throughyalay experience. They
break this concept down into three main featur@skitowledge that is generally gained
without formal training, (b) knowledge that is pedlural in nature, and (c) knowledge
that is of practical value to the individual. Thelwe of tacit knowledge is that it reflects
more than job knowledge, and has the potentiakpdeén job performance beyond
traditional measures.

Empirical research on tacit knowledge has relatéala number of important
issues, such as managerial years of experienceadauy (Wagner, 1987). However, it is
challenging to measure real-world competency, ssdifficult for managers to describe
what guides their actions (Hedlund & Sternberg,00hdeed, measuring real-world

competency often requires the use of critical ianik, simulations, and or practical
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problem solving, which may raise validity issuesrnaasuring tacit knowledge
(Sternberg et al., 2000).

Self-monitoring captures the two fundamental congmts of the social
effectiveness construct domain of social percepggs: the ability to read social
situations, as well as the capacity to act ongbaial knowledge. A high self-monitor is
one who, out of concern for social appropriatenisggarticularly sensitive to the
expression and self-presentation of others in &sttizations and uses these cues as
guidelines for monitoring his/her own self-preséiota Self-monitoring ability gives
individuals the ability to cope with a wide variaif/social roles as well, and thus show
less behavioral consistency by altering their bedrae suit varying situational demands
(Snyder, 1974). The high self-monitor style seeaysable of creating the appropriate
type of image for any particular situation by vayhis/her behaviors and controlling
emotional expression to create effective impress{@myder, 1987). In fact, Snyder
(1974) observes that the ability to manage andrabahe’s emotional expression is a
prerequisite for effective interpersonal and softiactioning. Other theorists have
suggested that social skills are reflected in:ymes®n and other influence mechanisms as
a method of controlling others’ actions, sociallskas they reflect capacity and
knowledge of what to do and when to display appab@ror expected behaviors, and the
fact that little is known about which social stylglain success or failure of influence
methods (Ferris et al., 2002).

Researchers have long attempted to measure contpafesocial skills and
social effectiveness. Snyder (1974) created aeth;itrue-false, self-report measure of

self-monitoring targeted to examine five areasluding concern for social
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appropriateness, attention to social comparisarrmmétion, and the ability to control
self-presentation. He tested 192 Stanford studemé&nitually reducing the number of
guestions down to 25 to improve the instrumentisrimal validity. The self-monitoring
construct has been critically evaluated over therge

Riggio (1986) developed a 105-item measure of sgwdemensions of social
skills, called the Social Skills Inventory. He ididied six basic social skills dimensions
that he believes reflect skills in communicaticansmission, reception, and control, and
that tap into two separate worlds (emotional-nobakand social-verbal), suggesting that
social skills reflect both social and emotional teoh and abilities. Riggio’s six
dimensions include: (a) emotional expressivity,dbjotional sensitivity, (c) emotional
control, (d) social expressivity, (e) social semgy, and (f) social control.

Schneider, Ackerman, and Kanfer (1996) note theiabaompetence is socially
effective behavior that is instrumental in helppepple achieve goals that are social in
nature. They identified and measured seven vagableimensions that underlie their
construct: (a) extraversion, (b) warmth, (c) somélience, (d) social insight, (e) social
openness, (f) social appropriateness, and (g) lsoaikadjustment. They found that the
dimensions of social competence were closely reletehe major personality variables
and only modestly related to cognitive ability. Selder et al. (2002) explored the
structure of social competence, using the selfitdpDRI Social Competence Inventory.
Four factors were found and replicated across twdies (Social Mastery, Social
Maturity, Social Responsiveness, and Social Contaold a fifth factor (Social

Intelligence) was identified in the second sampily.o
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Many scholars in the area of social effectivenesglargued that the key to
achieving career success is to build social antigedlcompetence. They assert that
performance, effectiveness, and career succestetaemined in part by variables such as
intelligence and hard work, and note that otheisskuch as social astuteness,
positioning, and savvy also play important rolesva (Ferris et al., 2002). Mintzberg
(1983) was perhaps the first to coin the t@atitical skill, which he referred to as
exercising influence effectively through persuasimanipulation, and negotiation.
Jackall (1988) identified political skill as an iontant variable when he discussed the
importance of style in managerial effectivenessdiegcribed successful managers as
good actors as they attempt to exercise contral @sponses, behaviors, and the feelings
of others, all done with an air of authenticity.

Ferris, Kolodinsky, Hochwarter, and Frink (2001jide political skill as an
interpersonal style construct that combines sqgeateptiveness (astuteness) with the
ability to adjust one’s behavior to different andcbanging situations in a manner that
inspires trust, confidence, and genuineness. Hindity to adjust in this manner
effectively influences and controls the respondestiwers. Ferris et al. (2002) suggest
that people who are high in political skill knowtramly precisely what to do in different
social situations at work, but also exactly howddoit in a sincere, engaging manner that
disguises any ulterior, self-serving motives. latfderris et al. (2005) developed an
extensive multidimensional measure of politicallgkiat included the dimensions of: (a)
self and social astuteness, (b) interpersonalentte/control, (c) network building/social
capital, and (d) genuineness/sincerity. This isitBerument that the researcher used to

validate the social effectiveness of the YPO subjetthis study.
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Self-efficacy is an additional component of soeféctiveness that theorists have
identified as important. Bandura (1997) defined-sélcacy as an individual’'s belief in
his/her own abilities to organize and execute variplans of action, as required to
produce the desired results. He believes that Iseeliaefficacy, as a construct of social
effectiveness, involves one’s certainty about lesfierformance and choices in a social
interaction, which then will structure the way he/siews the outcome of those
situations. In an attempt to measure self-effic&hgerer et al. (1982) developed a 6-item
social self-efficacy scale. Per the authors, tbédescorrelated significantly with self-
esteem and interpersonal competency. In their sissed of the six-item scale, Ferris et
al. (2002) found that social self-efficacy was pi@siy correlated with several criterion
variables, and negatively correlated with the nunadféimes individuals were fired from
their jobs.

Baron and Tang (2009) comment that the large bodgsearch findings in the
area of social skills represents measures fromipheillisciplines, including
organizational behavior and human resource managearal that these findings
indicate that social skills (skills that are usefuindividuals interacting with others)
exert strong influence on important outcomes ovanyrsituations. Specific social skills
that have been demonstrated to produce signifeffetts include social perception (the
ability to perceive others accurately), expressagan(the ability to express feelings and
reactions clearly and openly), impression managefs&ill in making favorable first
impressions on others), expressiveness (the atnligxpress emotions clearly and

openly), and social adaptability (proficiency inagting one’s actions to current social
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contexts; e.g., Baron & Tang, 2009; Ferris et20Q1; Harris, Kacmar, Zivnuska, &
Shaw, 2007; Wayne & Liden, 1995).

In a workplace environment, social skills have biemd to impact a wide range
of important organizational processes and haveauaneffects. Riggio and
Throckmorton (1988) assert that people who are imgocial skills, as compared to
people who are low in those skills, are more swusfaéfob applicants. Robbins and
DeNisi (1994) note that those with better socidlskeceive higher performance reviews
from their supervisors. In addition to having aedirinfluence on their ratings, social
skills may also have an indirect effect throughrtimpact on the cognitive processing
involved in the evaluation. They highlight the fétat supervisors acquired the least
amount of new information about individuals witlghilevels of social skill, which
suggests that a supervisor has a tendency to nmaartapinion of a socially skilled
person once it is formed.

In their exploration of CEO compensation and damaaital, Belliveau et al.
(1996) determined that CEOs with high levels ospge and influence (in effect, those
who are more socially skilled), received promotiansg raises faster than those with
lower levels of prestige and social capital. Thispdound correlations between the
relative social status of the CEO and their comagaois.

Seibert et al. (2001) state that, similarly, indivals who are high in social skills
generally achieve greater success than individuatsare low in such skills in many
different occupations (e.g., medicine, law, an@sgloften achieve higher levels of
specific task or job performance (Hochwarter, Wiiteadway, & Ferris, 2006), and

attain better results in negotiations (Lewicki, 8a@ers, & Barry, 2005). Social
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effectiveness can also have positive effects ooamaes in many non-business contexts.
For example, people who are high in social skdlsdtto have wider social contacts than
people who are low in social skills (Diener & Setign, 2002). Downs and Lyons (1991)
state that social skills have even been foundftoence the outcomes of legal
proceedings, with people who are high in suchskitaining beneficial verdicts more
often than people who are low in such skills.

A substantial body of findings indicates that sbslalls measured at a point in
time may significantly predict social outcomesatet times (Ferris et al., 2001;
Hochwarter et al., 2006). Baron and Markman (2GQ@)gest that social skills might also
exert significant effects in another important besis contexientrepreneurship
Although this suggestion is consistent with theliings of a large body of research on the
impact of social skills in other business contdktacmar, Delery, & Ferris, 1992), it has
been investigated in only one published study areldssertation known to the present
researcher. In the first investigation (Baron & kraan, 2000), entrepreneurs working in
two different industries (cosmetics and high teadhpleted a widely used and well-
validated measure of social skills (i.e., Riggi®8&). Entrepreneurs’ scores on this
measure were then compared to one indicator af tin@incial success: the income these
entrepreneurs earned from their new ventures aar ef several years. Results
indicated that several social skills (social petiap social adaptability, expressiveness)
were significantly related to this measure of ficahsuccess.

In a doctoral dissertation, Tocher (2007) founadaealation between higher levels
of entrepreneurial founder success and higherdesfedocial effectiveness. Although the

researcher found no direct correlation either betwsocial capital and venture success or
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between social capital and social effectiveness|abk of results was blamed on possible
theoretical or methodological reasons.
Young Presidents’ Organization

The YPO was founded in 1950 by Ray Hickock. Thesiors of the organization
is to create better presidents of companies thréemyiming and peer support. Mr.
Hickock found himself as the president of a vergéacompany at the relatively young
age of 40. He also found that he had no contemiggrar peers to ask for advice or with
whom to share concerns. When he was able to iges#iferal other presidents with
similar situations, they created YPO as a mutuppett and learning organization. An
individual is eligible for membership in YPO untié/she turns 50 years of age.
Thereafter, an individual may join and the successganization the WPO, which has no
age limit for membership. Currently there are agpnately 18,000 members of YPO
and WPO located in more than 100 countries. Baglamizations consist of presidents of
companies that were either founded by themselvey treir family. Members may also
have been hired as senior level executives. YP@hatds that 37% of their members fit
into the category of entrepreneurs, creating a [adijpn size of approximately 6,700
entrepreneurs from around the world (YPO, n.d.).

To become a member of YPO one must first qualiheré are minimum
requirements for firm size (number of employeeg) fam revenues (or total assets in the
case of a financial institution or brokerage). Agpective member must also be actively
engaged in running his/her company and have axeguéve title of President, CEO, or

Managing Director. Additionally there is a striequirement that one must certify each
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year that one’s company continues to meet all dD$Rinancial requirements. Failure to
annually certify will lead to one’s expulsion froviPO.

The current combined annual revenue of YPO/WPO beemompanies is
approximately $5.4 trillion. This on its own woujdalify the organization to be ranked
as the fifth largest economic entity in the workhind the EU, the United States, China
and Japan. The combined companies employ in extdgsmillion people. Finally,
member companies are distributed across industsiésllows: 29% - Service businesses,
29% - Sales businesses, 25% - Manufacturing, 1B¥ancial businesses, 4% - Other,
and 3% - Agency businesses (YPO, n.d.).

Alliances with some of the world’s leading instituts connect YPO members
with top scholars and the latest research in basiaad related fields. These executive
programs are specifically designed for those seggkirigorous approach to strengthening
leadership and addressing business challenges (YBQ,

Two studies have been conducted involving the YR first, entitlied/Vho
Knows the Corporation President?as written by Purcell in 1968. In this qualitative
study, Purcell interviewed six presidents and curmembers of YPO. The second study,
Emotional Intelligence of Leaders: A Profile of Tepecutiveswas published by Stein,
Papadogiannis, Yip, and Sitarenios in 2009.

Research Questions

Consistent with this study’s statement of purpdisis,research focused on the

following research questions as well as the sulstiues, the intent of which was to add

to the complexity and beneficial knowledge of thsuits:
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RQ: — How do responding YPO member’s demographic dbariatics relate to
degrees of venture success?

RQ. — How do the various components of social capéiate to degrees of
venture success among YPO members?
Sub- RQ—- What types of social capital does the entrepnepessess?
Sub — R@- How does YPO fit into the entrepreneur’s socagital?

RQ; — How does the responding YPO member’s sociatiikeness relate to
degrees of venture success?
Sub RQ3 — Which categories of social effectivertsss the entrepreneur
excel at?
Sub RQ4 — Which categories of social effectivertsss the entrepreneur
do poorly at?

RQ, — Is there a linear relationship among the comptsef social capital,
components of social effectiveness and the dedrsecoess of new
ventures by YPO members?

1. Family

2. Friends

3. Church

4. School

5. Workplace

6. Employees

7. Co-Workers

8. Mentors

9. Customers

10. Suppliers

11. Trade Associations
12. Professional Groups

Social Capital

New Venture Success

1. Leadership Skills
2. Empathy Social

3. Persuasion Effectiveness YPO Members who are entrepreneurial
4. Self-Control Founders

5. Self-Efficacy

Figure 1.Theoretical model.
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Summary

In the 62 years that YPO has been in existencetarpeer reviewed, YPO-
approved studies have been conducted utilizingp@mbers as the source of data. This
dissertation will be the third. By taking highlycaessful business executives and
selecting the ones that have created their owrer@neurial vision, this research hopes
to contribute to the literature with regards toiabcapital (the specific components and
usefulness thereof), the entrepreneurs’ sociate¥eness, and how both variables have
affected their new venture success.

Researchers have long recognized that entreprdéngansd innovation are
important engines of the world’s economic growthudker (1985) has argued that
innovation is the “specific tool of entrepreneufg’ 19) and the ways in which change
and innovation are brought to the marketplace.

Social network researchers have taken the lealampting to formalize and
measure empirically those theories related to soagital because social network
researchers regard relationships or ties that aime®ple and groups as the basic data
for analysis (Seibert et al., 2001). Furthermanea R4/7 world and a global economy,
although relationships impact every economic tretisa, what really needs to be
understood is how much and in what circumstandatioreships should matter to
entrepreneurs (Robison & Ritchie, 2010).

The large body of research findings represents aneagrom multiple
disciplines, including organizational behavior dnoman resource management. These
findings indicate that social skills exert a stronfjuence on important outcomes in

many situations (Baron & Tang, 2009). Many acad@angshare the perspective that
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organizations are, in effect, political arenas. tlrerg (1983) suggests that political skill,
or the ability to influence through persuasion, mpalation and negotiation, is the key

skill to excelling as a socially effective individlu
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Chapter 3: Methodology

Introduction

This chapter details the design of the intendedarch and the data collection
approach. Additionally, this chapter will presemtther detail on the population, the
specific sample to be surveyed, the survey instniy@end the scales utilized.
Research Design and Approach

This study utilize used a non-experimental, desigepdesign with relational
analysis to explore the variables of social capgatial effectiveness, and their effect on
entrepreneurial success.
Setting and Sample

The target population for this study was the mensttip of the YPO, an
organization that celebrated its 60th anniversaygas ago and has approximately
18,000 members worldwide (YPO, n.d.). The populatar this project was the
approximately 6,700 YPO members that are Presigerdor CEOs of companies that
they founded. Historically, YPO members fit ondloke categories: (a) senior
executives that are employed by a company (minegalty, hired to run a company), (b)
family businesses (running a family-owned, multrgetional business), and (c)
entrepreneurial founders (people that have stameédare still involved with their own
companies).

To qualify for membership in YPO, the respondertt tzeannually certify that
his/her qualifying company has at least 50 reguildirtime employees or annual payroll
in excess of $1,000,000, not including the memAdditionally their company must

have gross revenue of at least $8,000,000 for/salesce/manufacturing companies,
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assets of at least $160,000,000 for financialtustins or commissions of at least
$6,000,000 for agency-type businesses (see Appdy)dix

While the overall membership of YPO is approximate®,000, there is a mix
between hired professional managers, entreprersualdieads of inherited family
businesses. Entrepreneurial founders are estinatael 37% of the overall membership
(YPO, n.d.). This would give the entrepreneuridegary approximately 6,700 possible
respondents. In this study, only those membersdieatify themselves as entrepreneurs
and have created and run a new business ventuesingtnded in the sample.
Furthermore, study participants included only YP@nmbers that have indicated they are
either the founder or co-founder of their curremmpany.
Instrumentation and Materials

Surveys are generally considered to be less castlymore efficient that other
methods of data collection. Furthermore, an ondimeey offers confidentiality and less
chance of bias on the part of the data collectan thther methods. Additionally, given
that the members of the survey population are éacat more than 100 different
countries around the world, a survey was the msttigal method of gathering the data
for this study. By taking advantage of such a lagé specific population in terms of
diversity of business type, locations, and backgdoof the individual entrepreneurs, the
researcher hoped that the validity and usefulneseanformation gathered would
provide considerable insight into the use and caitipm of social capital, social
effectiveness, and entrepreneurial success.

The survey consisted of informational or demogrejjuiestions, opinion

statements (utilizing a Likert scale that requitieel respondent to rank his/her level of
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support for or agreement with a statement or posgimong peers), and multiple
response questions requiring ranking or estimaifarumerical size. Part A of the survey
included demographic questions such as industogrg@hic location of the firm,

number of full-time employees, age of the compagg, gender, level of education,
country of birth, years of experience in the saore€lated) field, and the total number of
entrepreneurial start-ups that the respondentdwasded. These demographics were used
to further describe the study sample and to acbasol variables in the statistical
analysis. For example, this information allowedlgsia that could further clarify
differences in types of social networks, socia¢efifzeness, and opportunities, and
determine if certain variables might be genderga sensitive or have global differences.
Each venture’s industry proved to be an interestangable in this research.

The age of the company is also an important vagidhla review of studies on
predictors of business success, Korunka et al.02faind a high correlation between
company age and success. Additionally, Korunkd. éband that the size of a business
has an impact on survival rates and that largeinbases show higher survival rates due
to having better resources. Biggadike (1979) dateethree stages of business
development: (a) start-up (0-4 years), (b) adolese€5-8 years), and (c) maturity (over
8 years). Responses were classified in terms ajdidke’s stages for analysis purposes.

Part B, questions 1A-1Q, used a 5-point LikertescBhrt C used a 7-point Likert
scale. Jacoby and Matell (1971) assert that tooLikert points result in a coarse scale
and a loss of much of the raters’ descriptive pewier contrast, too many Likert points
may go beyond the raters’ power of discriminatiortheir study of the Likert scale, they

state that the ultimate goal of achieving validihd reliability is not impacted by the
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actual number of choices on the scale. The mosbiitapt factor is obtaining sufficient
depth of data collected based on the goals ofabearcher. Part C utilizes a 7-point scale
because the original Political Skills Inventorytmsnent does. The researcher chose to
utilize a 5-point scale in Section B because ivtes sufficient depth for the analysis
without creating any reduction in the validity etiability.

Part B allowed the researcher to examine three oaegs of the respondent’s
social capital: (a) the level of support receiveahf different segments of the personal
and professional lives of the respondent, (b) himsec(or rich) various segments were in
terms of active engagement on a regular basis(@rtbw interconnected the segments
were, indicating the opportunity for utilizing sttural holes. This section of the survey
solicited the respondents’ opinions related toaampital and its effect on their
entrepreneurial efforts.

As previously mentioned, Aldrich and Zimmer (1986}e that an entrepreneur’s
personal network is the totality of all the persans groups he/she knows connected by
a certain type of relationship. These relationshiay include (a) family, (b) friends, (c)
acquaintances, (d) church members, (e) suppli@rsp{workers, (g) employees, (h) trade
associations, and (i) professional groups. Netwarksich in the resources that
entrepreneurs need to succeed and promote saainirlg, adaptive responses, and
diffusion of new ideas.

Question 1 asked the respondent to indicate theddef support he/she received
from different constituent groups when he/she edais/her entrepreneurial start-up.
The ranking ranges from “No Support” to “High Lew#ISupport” in a 5-point Likert

scale.
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Questions 2-6 asked the respondent to estimateeete number of relationships
that he/she actively maintains within the differeahstituent groups. These questions
indicate the size and density of respondents’ carapts of social capital.

Question 7 indicated the levels of connectednetsgdem various networks
maintained by the respondent. This relates to B|{it992) concept of structural holes
and allowed the researcher to discover how thecgzanhts relate to and utilize these
structural holes for strategic gains in social tapQuestion 8 explored the most valuable
components of the respondents’ social capital.

Past research has created an operational defimtisacial capital as the size,
strength, and mix of an individual actor’s netw@davidsson & Honig, 2003).
Therefore, questions in Part B focused on thesgooents of social capital.

1. Size — Questions 1A-1Q measured size by examih@gdaspondents’ various
categories of supporters. Questions 2-6 quantifiediltimate size of active
relationships within respondents’ social capitalisture.

2. Strength — This measurement can be determineddlysas of the number of
components that the respondent indicates were stingof his/her
entrepreneurial efforts, shown in Questions 1A-t@an also be shown in
Questions 2-6, which explored the number of aatalationships respondents
maintain.

3. Mix — Questions 1A-1Q reflected the personal misaofial capital resources
that the respondents consider important. Quest@is@indicated mix in
terms of importance as ranked. Questions 2-6 teflieihe numerical mix of

the entrepreneurs’ active relationships.
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As previously mentioned, Ferris et al. (2002) sisttjeat people who are high in
political skill not only know precisely what to dlo different social situations at work,
but exactly how to do it in a sincere, engaging neauthat disguises any ulterior, self-
serving motives. These researchers developed tite&dkills Inventory (PSI), an
extensive, multidimensional measure of politicall skwhich included the dimensions of:
(a) self and social astuteness, (b) interpersorfilalence/control, (c) network
building/social capital, and (d) genuineness/sitgefhe PSI has been shown to have
strong empirical reliability and validity. The P&nsists of 18 7-point Likert scale
guestions that test the respondent along four ffsicfa) networking ability, (b) apparent
sincerity, (c) social astuteness, and (d) intepaakinfluence. Questions 1-6 relate to
networking ability, questions 7-9 relate to appasencerity, questions 10-14 relate to
social astuteness, and questions 15-18 relatedparsonal influence (Ferris et al.,
2005). The PSI instrument was administered as aunement of social effectiveness,
and was included in Part C of this study’s survey.

Part D of the survey asked the respondents tottekcompany relative to
similar firms in their industry utilizing a 5-poihikert scale. Key variables included
revenue growth, full-time equivalent employee giowharket share growth, net profit
growth, and their feelings about overall firm susxdn their survey of entrepreneurial
research, Rauch, Wiklund, Lumpkin, and Frese (2@89grt that self-perceived
performance measures clearly dominate the reséiafdhThese self-reported
performance measures could introduce issues of ammethod bias. However, their

research indicates that problems of common methodmnce, memory decay, or social
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desirability associated with self-reporting do pose a serious threat to validity in
entrepreneurial studies that they reviewed.
Validity and Reliability

Validation of the instrument. Content validity of the survey was established
using a panel of experts, which consisted of agasir in the Organizational Leadership
doctoral program at the Graduate School of Educatial Psychology at Pepperdine
University; a professor of graduate level coursestiategy, finance, entrepreneurship,
and ethics in the Pepperdine MBA program at thei@do School of Business and
Management at Pepperdine University; and a YPO reemith an extensive
entrepreneurial track record. The panel made stiggedor changes to the survey based
on literature support, clarity, and completenessopy of the research questions and a
modified copy of the instrument for the study wseat out to the panel of experts. The
modified instrument contained every question onatteal instrument, but each question
also included a 3-point scale asking the panetithess whether:

1. The question is directly relevant to the constiugteasures — Keep it as

stated.

2. The question is not relevant to the construct iasoees — Delete it.

3. Please modify the question as suggested:

Questions that received two or more similar votedenwent the suggested
modification. Factor analysis was used to deterrnfinenstructs existed in each section
of the study. A sample of the letter sent to thegbaf experts that includes instructions
to complete the evaluation, as well as a copy eitlodified instrument, is presented in

Appendix B.
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Reliability of the instrument. Reliability of the instrument was determined
through a pilot study. A panel of three potentiaitigipants was asked to complete the
survey and report any ambiguities they observaterguestions posed.
Recommendations from this panel were reviewed bydkearcher and the dissertation
chair and no changes were deemed necessary.

Data Collection

To gather the research data, an online survey vegmped and administered
utilizing Survey-Monkey software. Walt, Atwood, akthnn (2008) state that

The differences between electronic and paper neggpaar to be minor, and do

not seem to have a significant effect on overallits. In conclusion, the medium

does not seem to overly affect response patterhsl@@s not pose any threats to

the validity orreliability of surveyresults. (p. 3)

The survey was sent to all members of YPO/WPOarabusiness owners of enterprises
that they created.

Braunsberger, Wybenga, and Gates’ (2007) studgesofthe first to empirically
show that web surveys can produce more reliabke elsttmates than telephone surveys.
Further, they note that web surveys are cheapelessdime consuming to conduct than
telephone surveys.

Description of parametric, nonparametric, or descrptive analytical tools
used.After validity and reliability of the instrument wee established, the survey was
presented to the approximately 18,000 members @ ¥Rt represent the overall

population. It was offered on apt in basis through the following approaches:
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1. The primary approach was through a procedure manage promoted by
YPO directly. Specifically, YPO featured a storythe researcher and the
focus of the research in the monthly electronic sletter (eNews), publishing
it on the front page of the main website (MyYPOJ{ @s well as in a specific
section of the YPO website (the Exchange).

2. The researcher also contacted members directlughrone of the specific

interest networks that are maintained as parte¥#iue proposition of YPO.
The largest and most active of these Networksa®tal Network At the
most recent count, this network has 4,336 membégmbers in this network
actively post and respond to potential offers teest, provide high level
contacts to members upon request, and requesasiYare on deal structure,
professionals in various markets, or referencesa Aember of these
networks, the researcher was able to post directly the site. The published
communication rules of the Deal Network may be tbimAppendix C.

The data for this study were collected only throaglonline survey. Data
collection was completely anonymous with respedidth the identity and survey
responses, although certain demographic-relatestigns were included in this survey,
including age, sex, level of education, and couafryirth.

The initial page of the survey included a full dosure of the nature of the
research and how the researcher would manage ela¢aaged from the survey. This
disclosure requested participants’ consent tazetiineir information in a manner that
would be consistent with the study’s goals. Fuliuteances were given as to the

confidential nature in which the survey and theoeses would be kept, anonymity of
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the participants, as well as the storage, analgsis reporting of the data. The informed
consent narrative can be seen in Appendix D.

Protection of human subjectsResearch that involves human participants is
required to comply with Federal, ethical, and pssfenal standards of research,
including the principles contained in the Belmomip@rt, so that the dignity and welfare
of the subjects are protected (Pepperdine Uniwygiat09). The researcher has
completed training on federal guidelines for thetgction of human participants/
subjects, as required by Pepperdine University §200he completion certificate for this
training may be found in Appendix E.

After the Dissertation Committee approved the neteproposal and plan, it was
submitted to Pepperdine University’s InstitutioRaview Board (IRB) for review and
approval of the methods to be used to collectestamalyze, and report on the data
acquired in this study. Human subjects, as definethe Protection of Human
Participants policy manual, are “living individuabout whom an investigator (whether
professional or student) conducting research obtdipdata through intervention or
interaction with the individual, or (2) identifiabprivate information” (Pepperdine
University, 2009, p. 10). The IRB is required tosmler the following factors when
research includes human subjects: risks to subjeletss to minimize risk, and the
classification of the research.

Depending on the proposed research plan, the pigrulaeing surveyed, and the
risk level for the participants, there are thretgaries or levels of IRB review

(Pepperdine University, 2009). The categories anerpl criteria are as follows:
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e Exempt: No risk of criminal or civil liability, empyability, or damage to
subject's financial standing or reputation; redeames not use a protected
group as subjects; no more than a minimal riskutpexts; study does not
involve deception; research employing survey methagies is within the
exempt category per Code of Federal RegulationSEFR 46.101 (b) (2).

e Expedited: Exempt criteria, plus may involve stgda drugs and medical
devices, blood or other biological samples, medicajnostics, data
collection through electronic means, continuingeevof previously IRB-
approved research.

e Full Review: Activities that do not meet the criseof Exempt or Expedited
review.

All contact with survey participants was electroaid one-way, from participant to
researcher, in the form of a completed survey. &foee, risk to participants was
mitigated and all information was and will be kepnfidential. Pepperdine University’s
approved the survey as Exempt on February 19, 2013.
Data Analysis

The survey instrument gathered information to bayared in different ways in an
attempt to provide insight into the respondentepriEneurs’ demographics as they may
relate to venture success. The results were déserip nature and included means,
standard deviations, and frequencies analysestidddily, as appropriate, inferential
analysis was performed utilizing Spearman Correteti ANOVASs, and multiple

regressions to identify patterns and make infereorit applications to a broader
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population. It is noted that in the absence ofralomn sample, the generalizability of the
findings will be limited.

Table 2 reflects the research questions, whichgdale survey instrument was
utilized in the analysis, and the particular anejtstrategy and tools to be used. Table 3
indicates the scale for each question in the suin&yument.

Table 2

Data Analysis Chart

Research Question Parts of the SurveyData Analysis
Instrument Tool(s)

1. How do responding YPO members’ Parts A and D Spearman
demographic characteristics relate to Correlation
venture success? One-way Anova

2. How do the various components of social Parts B and D Spearman
capital relate to venture success among YPO Correlation
members?

3. How does the responding YPO members’ Parts C and D Spearman
social effectiveness relate to venture Correlation
success?

4. Does a linear relationship exist among theParts A, B, C, and D  Multiple
components of social capital, components of Regression

social effectiveness, and degree of success
of new ventures by YPO members?




Table 3

Scale for Variables

Question

O 0O NOULE WN R

BoR R
w N Rk O

Part A

Nominal
Nominal
Nominal
Ratio
Ratio
Ratio
Nominal
Ordinal
Nominal
Ratio
Nominal
Nominal
Ratio

Question

ZErA--I0OTmmoow®>

0O NOU D WN

Part B

Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal

Ratio
Ratio
Ratio
Ratio
Ratio
Ratio
Ordinal

Question

O 0O NOUE WN P

B R R R R R R R
0N WNREO

Part C

Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
Ordinal

Question

b WN P

Part D

Ordinal
Ordinal
Ordinal
Ordinal
Ordinal
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This dissertation, which focused on YPO memberanered the relationship

among various components of social capital, degrésscial effectiveness, and degrees

of venture success. One hundred twenty respongartisipated in this study.

Table 4 displays the frequency counts for seledesdographic variables. As for

the industry in which the respondent worked, thestheommon were services (30.0%),

real estate (15.0%) and technology (11.7%). Theddrstates (70.8%) was the most

common location for their company headquartershigifour percent had graduated

from college and over half (53.4%) had also eamgcaduate degree. With regard to

country of origin, slightly more than half of thespondents (57.5%) were born in the

United States.

Table 4

Frequency Counts for Selected Demographic Variables

Variable Category n %

2. Industry Agriculture 1 0.8
Construction 8 6.7
Technology 14 117
Manufacturing 7 5.8
Retail 7 5.8
Services 36 30.0
Telecommunications 2 1.7
Transportation 2 1.7
Wholesale 7 5.8
Real Estate 18 15.0
Other 18 15.0

3. Company Headquarters Brazil 3 2.5
Canada 9 7.5
United States 85 70.8
Other 23 19.2
High school 4 3.3

(continued)
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Variable Category n %

8. Highest education Some college 15 125
Graduated from college 34 283
Some graduate school 3 2.5
Completed graduate school 41 34.2
Post graduate study 23 19.2

9. What country were you born in?  Brazil 3 2.5
Canada 9 7.5
United States 69 575
Other 38 31.7

Note N = 120. Data gathered in Part A of the survey.

Table 5 displays the descriptive statistics fdected demographic variables.
These included the number of full-time equivalenpoyees M = 402.29), years that
the company had been in existenigkeF13.96), the age of the respondeMs{47.14),
their years of experienc®(= 17.89) and the number of companies they hadded iV
= 4.29).

Table 5

Descriptive Statistics for Selected Demographicidaes

Variable M SD Low High
4. Number of full-time equivalent employees 402.29894.92 1.00 20,000.00
5. Years the company has been in existence 13.96 34 9. 0.50 40.00
6. Age 47.14 7.52 28.00 69.00
10. Years of experience 17.89 10.08 0.00 40.00
11. Number of companies founded 4.29 3.34 1.00 @6.0

Note N = 120. Data gathered in Part A of the survey.

Table 6 displays the descriptive statistics fer ldvel of support the respondent
received from 17 different categories of peopleeSéhratings were based on a 5-point
metric (1 =No supporto 5 =High level of suppojt Highest levels of support were

found from spouse/life partnevi(= 3.38) and business partneké £ 3.27). Lowest
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levels of support were found from college alunivi=£ 1.73) and former employems! (=
1.85).
Table 6

Descriptive Statistics for Level of Support SottgdHighest Mean Rating

Group M SD
1b. Spouse/Life Partner 3.38 1.61
1f. Business Partners 3.27 1.54
1p. Customers 2.82 141
1l. Mentors 2.80 1.47
la. Parents 2.73 1.59
1d. Friends 2.73 1.26
1m. Forum members 2.54 1.64
lo. Vendors 2.48 1.38
1n. Other YPOers or WPOers 2.35 1.55
1j. Acquaintances 2.23 1.21
1h. Former Co-workers 2.23 1.34
1k. Business Community Leaders 2.15 1.33
1qg. Professionals or business consultants 2.10 1.24
le. Friends of friends 2.08 1.18
1c. Relatives 2.04 1.29
1g. Former Employers 1.85 1.31
1i. College Alumnus 1.73 1.12

Note N = 120.Ratings based on a 5-point metric: 1 = No supmost+ High level of
support. Data gathered in Part B of the survey.

Table 7 displays the descriptive statistics faialocapital active maintenance
categories sorted by highest mean. The highesja@atevas for the number of prominent
business individual relationships maintainbti£ 23.15), while the lowest category was

for the number of civic organization relationshipaintained i1 = 8.86).
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Table 7
Descriptive Statistics for Social Capital Active iNt@nance Categories Sorted by

Highest Mean

Variable M SD Low High
4. Number of prominent business individual
relationships maintained 23.15110.76 0.00 1,200.00
. Number of family relationships maintained 17.034.47 0.00 200.00

. Number of competitor relationships maintained .714 53.34 0.00 508.00
. Number of YPO/WPO relationships maintained 12.685.95 0.00 100.00
. Number of civic organization relationships

maintained 8.86 19.47 0.00 150.00
Note N = 120.Data gathered in Part B of the survey.

w o o1 N

Table 8 displays the descriptive statistics forghecentage of individuals from
various groups and how much they interact or knasheother sorted by the highest
mean. The highest percentages were associatedtevittva, “Family and Friends and
Other People”¥l = 28.67) and Item 7d, “Family and Friends and YWR®0Oers” M =
26.87). In contrast, the lowest percentages wesecested with Item 7c¢, “Family and
Friends and Industry Associate® € 14.03) and Item 7f, “Industry Associates and
YPO/WPOers” {1 = 14.50).

Table 8
Descriptive Statistics for Percentage of the Groumsract or Know Each Other Sorted

by Highest Mean

Variable M SD Low High
7a. Family and Friends and Other People 28.@8.59 0.00 100.00
7d. Family and Friends and YPO/WPOers 26.825.45 0.00 100.00

(continued)
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Variable M SD Low High

7i. Business Community People and YPO/WPOers 23.20.78 0.00 95.00

7b. Family and Friends and Business Community

People 20.30 19.42 0.00 90.00
7e. Other People and Business Community People 0201B.42 0.00 95.00
79. Other People and YPO/WPOQOers 18.168.05 0.00 100.00
7j. Industry Associates and YPO/WPOers 16.525.72 0.00 70.00
7f. Other People and Industry Associates 14.56.03 0.00 80.00
7c. Family and Friends and Industry Associates 34.06.54 0.00 75.00

Note N = 120. Data gathered in Part B of the survey.

Table 9 displays the descriptive statistics fortBéPSl| statements sorted by
highest rating. These ratings were based on am-pwtric (1 =Strongly disagre¢o 7 =
Strongly agreg The highest levels of agreement were found stittement 8, “when
communicating with others, | try to be genuine inatvl say and do™ = 6.82) and
statement 7, “it is important that people beligvatt am sincere in what | say and do”
(M =6.78). The lowest levels of agreement were fouitd statement 5, “I spend a lot of
time and effort developing connections with othgM”= 5.25) and statement 3, “l am
good at using my connections and network to makeshhappen’l = 5.53).

Table 9
Descriptive Statistics for the Political Skills Entory Statements Sorted by the Highest

Rating

Statement M SD

8. When communicating with others, | try to be gaaun what | say and do. 6.82 0.48
7. It is important that people believe that | amcsre in what | say and do. 6.78 0.57

9. | try to show a genuine interest in other people 6.47 0.69

(continued)
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Statement M SD
16. | am able to make most people feel comfortahbkat ease around me. 6.03 0.93
15. It is easy for me to develop good rapport withst people. 6.00 1.01
17. 1 am able to communicate easily and effectivath others. 591 1.05

11. I have good intuition or “savvy” about how tepent myself to others. 5.90 0.93

2. 1 know a lot of important people and am well cected. 582 1.20
18. | am good at getting people to like me. 5.78031.
6. | am good at building relationships with influieh people in business

situations. 572 1.13
13. | pay close attention to peoples’ facial expi@ss. 5.68 1.20

4. | have developed a large network of colleaguelsassociates who | can

call on for support when | really need to get tisimipne. 5.67 1.24
1. I spend a lot of time and effort in businesgaibns networking with

others. 5.63 1.43
10. | always seem to instinctively know the righihgs to say or do to

influence others. 5.63 1.02
14. 1 understand people very well. 557 1.07
12. I am particularly good at sensing the motivagiand hidden agendas of

others. 555 1.10
3. I am good at using my connections and networkaé&e things happen. 553 1.44
5. I spend a lot of time and effort developing cections with others. 5.25 1.54

Note N = 120. Ratings based on a 7-point metric: Strongly disagre¢o 7 =Strongly
agree Data gathered in Part C of the survey.

Table 10 displays the descriptive statistics femture success variables sorted by
highest mean. These ratings were made based @go@tmetric (1 sLow performerto
5 =High performe}. The highest rated venture success variable amsual
sales/revenue growth rateé¥1(= 4.21), whereas the lowest rated venture suc@ssble

was “annual growth in number of employeéds!’' £ 3.45).
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Table 10

Descriptive Statistics for Venture Success VargBerted by Highest Mean

Metric M SD
1. Annual Sales/Revenue Growth Rate 4.21 0.85
5. Overall Firm Performance/Success 411 0.71
4. Annual Growth in Net Profit 3.90 0.92
3. Annual Growth in Market Share 3.74 1.00
2. Annual Growth in Number of Employees 3.45 1.11

Note N = 120. Ratings were based on a 5-point metricLbw performerto 5 =High
performer Data gathered in Part D of the survey.

Table 11 displays the psychometric characteristicthe summated scale scores.
For five of six scales, the Cronbach alpha religbdoefficients were greater thar>.70,
which suggests that those scales had acceptalgls lgvinternal reliability (McMillan &
Schumacher, 2010). However, one of the scales rappsincerity ¢ = .61), was lower
than the generally accepted standard.
Table 11

Psychometric Characteristics for Summated ScaleeSco

Scale Number of Items M SD Low High «a
Total Venture Success 5 3.88 0.68 180 5.00 .78
Total Social Effectiveness 18 587 0.63 4.06 7.088 .
Networking Ability 6 560 1.08 2.00 7.00 .90
Apparent Sincerity 3 6.69 044 433 7.00 .61
Social Astuteness 5 566 081 340 7.00 .82
Interpersonal Influence 4 593 0.87 275 7.00 .89

Note. N=120
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Answering the Research Questions

Cohen (1988) suggested some guidelines for inteéngréhe strength of linear
correlations. He suggested that a weak correlayioically had an absolute value rof
=.10 (about 1% of the variance explained), a mat@erorrelation typically had an
absolute value af = .30 (about 9% of the variance explained), astt@g correlation
typically had an absolute valuerof .50 (about 25% of the variance explained). Given
the 249 correlations calculated in this study,seaecher would expect about 12
correlations (5% of the total correlations) to baistically significant j§ < .05) simply
due to random fluctuations in the data (McMillarS&humacher, 2010). Therefore, for
the sake of parsimony, the following section wiihparily highlight those correlations
that were of at least moderate strength to minirtizepotential for numerous Type |
errors stemming from interpreting and drawing casicns based on potentially spurious
correlations.

Research Question One asked, “How do responding iviB@bers’ demographic
characteristics relate to degrees of venture sa@td® answer this question, the series
of Spearman rank-ordered correlations were caledlabmparing the demographic
variables with the six measures of venture sucdéss-parametric Spearman
correlations were chosen over the more common ear®duct moment correlations
due to the fact that many of the variables in thdywere measured on the ordinal level.
The 12 demographic variables were compared witlsitheneasures of venture success.
For the resulting 72 correlations, 15 were staidly significant at the < .05 level and
four of the correlations were of moderate strengimg the Cohen (1988) criteria.

Specifically, the number of full-time equivalent ployees in the company had moderate
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strength positive correlations with: (a) total weetsuccess {= .37,p =.001), (b)
annual growth in number of employees< .43,p = .001), and (c) annual growth in
market sharer{ = .42,p = .001). In addition, the respondents’ age haddemate
strength negative correlation with the annual ghoimtnumber of employeess(= -.31,p
=.001).

Research Question Two asked, “How do the variongpoments of social capital
relate to degrees of venture success among YPO ersfiblo answer this question,
Spearman rank ordered correlations were calcutatedmpare the 39 measures of social
capital with the six measures of venture succeasstHe resulting 234 correlations, 13
were statistically significant at thee< .05 level, but none of the correlations were of
moderate strength using the Cohen (1988) criteria.

Research Question Three asked, “How does the rdspi PO members’ social
effectiveness relate to venture success?” To anghigequestion, Spearman rank ordered
correlations were calculated to compare the fivasuees of social effectiveness with the
six measures of venture success. For the resi@raprrelations, six were statistically
significant at thg < .05 level, but none of the correlations was oflerate strength
using the Cohen (1988) criteria. However, two @f torrelations were very close (Social
Astuteness had a correlation coefficient of .292@ak .01 with Overall Firm
Performance and the Aggregated Social Effectivesesi®e had a correlation coefficient
of .262 at gp < .004).

As an additional analysis, the ratings for therd@vidual social effectiveness
statements were correlated with the six measuresrdtire success. For the resulting 108

correlations, 17 were statistically significantla p < .05 level and four correlations
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were of moderate strength using the Cohen (198@Yyier. Specifically, the statement “I
am good at building relationships with influenteople in business situations” had
moderate strength positive correlations with thelteenture success score£ .32,p =
.001) and the annual growth in market share rdting .33,p = .001). In addition, the
overall firm performance/success metric had modestiength positive correlations with
the statement “I am particularly good at sensirggrtiotivations and hidden agendas
others (s = .32,p = .001)” and the statement “| am able to make rpesple feel
comfortable and at ease around me=(.30,p = .001).

Research Question Four asked, “Does a linear oekttip exist among the
components of social capital, components of s@ffactiveness, and degree of success
of new ventures by YPO members?” To answer thistipe Table 12 displays the
results of the stepwise multiple regression préemhcinodel used to predict the total
venture success score based on 56 candidate esi&iepwise multiple regression was
used to develop a parsimonious solution and avoidrpial problems of multicolinearity
(strong inter-correlations among the independenabkes). The final five-variable model
was significanty = .001) and accounted for 21.3% of the variandéentotal venture
success score. Inspection of the table found tia\tenture success score to be higher
for respondents who: (a) were not in the real estatustry § = -.20,p = .03), (b) had a
higher percentage of family and friends who knedustry associate$ € .22,p = .009),
(c) were youngerf}(= -.23,p = .007); (d) had higher social astuteness scales@ =

.20,p =.02), and (e) had less support from relaties {.19,p = .02).
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Table 12

Prediction of Total Venture Success Based on &eldiriables: Stepwise Multiple

Regression

Variable B SE P p

Intercept 4.06 0.53 .001
Real estate industfy -0.37 0.16 -.20 .03
Percentage of Family and Friends and Industry Aases 0.01 0.00 .22 .009
Age -0.02 0.01 -23 .007
Social Astuteness scale 0.17 0.0220 .02
Support from Relatives -0.100.04 -.19 .02

Note. N= 120. Final Model:F (5, 114) = 6.17p = .001.F* = .213. Candidate variables =
ggoding: 0=Nol=Yes

In conclusion, this dissertation examined the m@testhip among various
components of social capital, degrees of socialcéiffeness, and degrees of venture
success for 120 respondents. In the final chafterfindings will be compared to the

literature, conclusions and implications will badn, and a series of recommendations

will be suggested.
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Chapter 5: Discussion

Introduction

The present study encompassed four areas thatgbarcher wished to examine
in regards to members of the YPO. First, the stxdmined the demographic makeup of
survey respondents and whether those charactsristt any correlation to the measures
of success chosen as key indicators. Second,utlg skamined the makeup, size,
density, and perceived importance of social cafriteth the entrepreneurs’ perspective,
and then examined any correlation with the measefresccess. Third, the study
examined the respondents’ social effectivenesseasuned by the PSI and examined
correlations between the results and the meastisegoess. Finally, this study attempted
to determine if any correlations existed betweenrdspondents’ social capital, their
social effectiveness, and the measures of success.
Discussion of Results

Demographics In looking at the YPO respondents’ demograpl8ds2% had
completed a college or higher level of educatiolsoA57.5% of the respondents were
born in the United States, and 70.8% had headgsdadeated in the US. The average age
of respondents was 47 years and 2 months old; négmbs had an average of 17 years
and 11 months of experience in the same or refaketd On average, the company that
they founded had been in business for 14 yearshaydhad founded an average of 4.29
companies in their career to date.

Several interesting facts were derived from the aignaphic section of the survey.
The researcher found a moderate negative correlaBbween companies that identified

themselves as being in the real estate field améddgregate metric for business success.
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This correlation indicated that they were negatiwarrelated to the venture success
metrics compared to other industries. This is gggng due to the current economic
environment and the fact that the real estate inglhsis ostensibly suffered more than
most other industries. One possible explanationhigrcorrelation is the expression of
that fact.

A secondary demographic finding is a moderate magabrrelation between the
age of the respondent and the success metricdkatl @aespondents to rate the annual
growth rate in number of employees. The findingdates that younger aged
entrepreneurs had a lower employee growth ratedithalder respondents. While the
exact reason for this result is unknown, a theoay tme advanced that younger
entrepreneurs start their ventures as a much snalie and grow them more slowly
than do entrepreneurs of an older age.

There are moderate/strong correlations that compaeyhas a positive
correlation with several of the success metriaduiing: company size and the
Aggregated Performance Ranking (.34 .000), Annual Growth in Number of
Employees (.43 < .000) and the Annual Growth in Market Share4,4?< .000).
Additionally, there was a weak correlation betweempany size and the Annual
Sales/Revenue Growth Rate (.2B5 .002). One possible explanation for this may be
that bigger companies exercise greater staying pane growth than do smaller ones. In
effect, this may be an issue of size. Korunka .ef28l10) found that the size of a business
has an impact on survival rates and that largeinbases show higher survival rates due

to having better resources.
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There was a moderate positive correlation betwieemtimber of full time
equivalent employees a respondent’s company repartd the Aggregated Performance
Metric, the Annual Sales/Revenue Growth Rate, theual Employee Growth Rate, and
the Annual Growth in Market Share. The respondeads showed a moderate negative
correlation with the Annual Growth in Number of Eloyees.

Social capital.One purpose of the survey was to gather a snap$hios
components of YPO members’ social capital netwatks point in time. Past research
has created an operational definition of socialtehps the size, strength, and mix of an
individual actor’s network (Davidsson & Honig, 2003 he survey asked questions about
the level of support received by founders, levebwdrlap between the various networks,
and number of active relationships in each of thenflers’ networks.

In looking at the level of the respondents’ socegpital, responses to Section B,
Question 1A-Q indicate that 7 out of 17 categooiesupport groups provided moderate
levels of support or greater when the answer wasded to a whole number. Members
in aggregate rated Spouse/Life Partners (3.38)inBss Partners (3.27), and Customers
(2.82) as the top three social capital groups pliagi the most support. Relatives (2.04),
Former Employers (1.85), and College Alumni (1.%8)e the three lowest ranked social
capital groups in terms of support. Further, tlepomses to Section B, Questions 2-6
indicate that the total number of active contaotedning several contacts each month)
that each member maintains is 76.

The strength of a member’s network is illustratgdbth of the aforementioned
variables as well as looking at the overlap ofmasinetworks. The more overlap, the

greater the density and embeddedness the socitdicdpe survey indicated that the
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respondents had a dense network by virtue of ttensie overlapping of the individual
networks and the number of contacts that are dgtihmaintained across multiple
networks. Coleman (1988) asserts that foundersupailh their close ties to form dense
networks that allow efficient transmission of infaation between the members, which in
turn establishes trust and enforcement of sociaheoFamily and Friends and Other
People (28.67%) and Family and Friends and YPQ&87%) represented the largest of
the overlapping groups. In terms of active relatlops maintained by entrepreneurs,
Civic Organizations (8.86) contained the fewesawarage, whereas Prominent Business
Individuals (23.15) represented the largest grdine second largest group of active
relationships was with Family and Friends (17.03).

Probably the most interesting result of the socagital analysis occurred while
examining the overlap of the individual networkstte overlap between Friends and
Family and Industry Associates, a weak positiveaetation was found with both the
Aggregated Performance Rankings and Annual Growtiumber Employees.

Similarly, the mix of a member’s social capitatéslective of the aforementioned
items and the results of Section B, Question 8ciwmdicate the ranking that they
attribute to the importance of each network inlfeting their startup efforts. The survey
results did disclose a diverse and generally sumeosystem of networks that the
entrepreneur could utilize to gather market knogkednd critical resources necessary to
take advantage of opportunities. Aldrich and Zimifi€86) state that an entrepreneur’s
personal network is the totality of all the peogpie groups he/she knows, connected by a
certain type of relationship. The network may in@damily, friends and acquaintances,

church members, suppliers, co-workers, employegde tassociations, and professional
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groups. They also note that networks are rich érésources that entrepreneurs need to
succeed, promoting social learning, adaptive resggmand the diffusion of new ideas.
These survey results indicate that the respondeoagsved the most support from their
spouses or partners and then from business parfrteey received the least support from
college alumni and former employers.

In further examining entrepreneurial founders’ abcapital, the researcher had
expected to find statistically significant relatsbrips with venture success. The results of
this study did not generate any correlations abderate or higher level, which is
inconsistent with the literature.

Non-parametric Spearman correlations were chosentbe more common
Pearson product moment correlations due to theliattmany of the variables in the
study were measured on the ordinal level. Spearardnordered correlations were
calculated to compare the 39 measures of socigbtapth the six measures of venture
success. For the resulting 234 correlations, 12viernd to be statistically significant at
thep <.05 level, but none of the correlations were otlerate strength using the Cohen
(1988) criteria.

Entrepreneurial founders that exhibited a highlle¥esocial capital have been
theorized to have a diverse mix, strength, andrdityeof networks with which to obtain
market knowledge and resources that are requiretetdify and take advantage of
market opportunities. This increased access to ledge and resources is expected to
allow these founders to be more innovative and mavétable than founders with less

access to these resources (Davidsson & Honig, Z€08n et al., 2003).
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A possible reason for a lack of statistically sfgaint correlations may be due to
the possibility that an entrepreneurial foundess of social capital and networks may
contribute more to the founding or startup phasei®her entrepreneurial efforts and
depend less on the actual operating and perforn@irtbe venture (Tocher, 2007).
Supplemental to that thought is the possibilityt the founder’s knowledge base is less
influential on success than the collective entign®wledge base held in all employees
and their collective social capital (Florin et &003). So while entrepreneurial efforts
created by founders with substantial social capitay have more knowledge than
ventures operated by entrepreneurs with lesselsle¥social capital, and therefor lesser
knowledge, the venture’s combined knowledge baseauatribute more to venture
success (Tocher, 2007).

Along those same lines, entrepreneurs who havesst¢heugh their networks
and knowledge and resources to take advantageagd@ortunity may not be able to
communicate that knowledge appropriately or be abedfectively set the proper vision
for such an opportunity. Several previous studagehndicated that a founder’s social
capital exerts a positive influence on new ventwecess (Davidsson & Honig, 2003;
Lechner et al., 2006). Tocher (2007) found thatwencreators with higher social
effectiveness tended to have higher levels of |scttean founders who were less
socially effective. However, he found no significanrrelation that entrepreneurs with
high social capital had greater levels of sucdeas those with less social capital.

Another possible cause for the lack of correlatiay be tied to the focus of the
founder’s social capital. The items used in defynsocial capital may have focused too

strongly on areas of strong ties and the expenédlpfunderstanding the value of the
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weak ties. Close ties are evidenced by closerpetspnal relationships similar to those
found with families, friends, forum mates, and noest Weak relationships are looser
acquaintance relationships such as friends ofdseand perhaps membership in civic or
community organizations (Granovetter, 1973, 198%ak relationships were included in
this study, but perhaps not sufficiently.

Another possibility for the lack of statisticalligsificant correlations could be
due to aestriction of rangassue. YPO is an elite organization that has mimm
business size and employee levels for membershgs& minimum standards are
required to be annually certified by outside sosrdaerefore, the success metrics may
be muted by virtue of the inherent levels of sus@eeady being calculated in the base
YPO case, thereby creating a closely ranged sdtaf

A final thought on why statistically significantcelations were not found
between founders’ social capital and measuresarfess is possibly due to the success
metrics being collected at one point in time. Wlile success measures asked for
changes in different aspects of their businessréfl#ct performance over a 1-year
period, had the measurements been taken overttimegsults may have had more
relevance to the concept of success.

Social effectivenessThe PSI was administered as a measurement of social
effectiveness in Part C of the survey. As previpuséntioned, Ferris et al. (2002)
suggest that people who are high in political dkilbw not only precisely what to do in
different social situations at work, but also ekabbw to do it in a sincere, engaging
manner that disguises any ulterior, self-servingives. Ferris et al. developed the PSI to

be an extensive, multidimensional measure of palitskill that included the dimensions
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of: self and social astuteness, interpersonalemnite/control, network building/social
capital and genuineness/sincerity. The PSI has sle@nn to have strong empirical
reliability and validity.

Entrepreneurial respondents tended to score relgthrgh on the PSI. The
average score for the total instrument was 5.8T¢lwivould be considereaigh when
rounded up to the nearest whole number. In theafrsacial effectiveness, there was a
weak/moderate statistically significant correlatmtween the aggregate PSI score and
Overall Firm Performance/Success (.262,.004). The aggregate PSI score also
exhibited a weak correlation with the Aggregateddtmance Rankings. Within the
various components of political skill, membesstial astutenessndinterpersonal
influencehad a weak/moderate correlation to Overall FirmidPeance/Success (.292,
<.001 and .26 < .003 respectively). While not consistent witk\pous higher
correlations, these findings do provide some emphas noted by Zaccaro et al. (1991).
Zaccaro et al. argue that leaders need social pereaess to receive and interpret social
information, and flexibility of behavior to responddifferent ways to different situations
directly linking leader effectiveness to sociakiligence. Mintzberg (1983) suggests that
political skill, or the ability to influence throligpersuasion, manipulation, and
negotiation, is the key skill needed to excel as@ally effective individual.

Specific questions on the PSI evidenced significantelation when compared to
the success metrics. The statement, “I know aflohportant people and am well
connected,” showed a weak correlation with Annuav@h in Market Share (.268,<

.003) and “I am able to make most people feel cotalibe and at ease around me”
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showed a weak/moderate correlation with OverathHferformance/Success (.29%&
.001).

The statement with the strongest correlation wasflgood at building
relationships with influential people in businegaations.” This statement exhibited
moderate correlations with the Aggregated Performadankings (.32% < .000) and
Annual Growth in Market Share (.330< .050). This question is consolidated into the
subset that the PSI instrument refers taetsvorking ability Ferris et al. (2005) indicate
that, while the ability to act on the knowledgettbae gains is the first priority, the
ability to build connections, friendships, netwqgrkad alliances is also critical.

As mentioned previously, another possibility foe thck of statistically
significant correlations regarding social effectiges and measures of success could be
due to a restriction of range issue, as well agabethat the success metrics were
collected at one point in time.

Correlation between social capital, social effecteness and entrepreneurial
successWhen combining variables of social capital, soeféctiveness, and measures
of success, the researcher utilized a multipleaggon step analysis with the measures of
success as the dependent variables. The resultedtibat none of the individual
variables proved significant for predicting anytioé performance metrics at a
statistically significant level.

Thoughts on why there were no significant correlaiare the same as the
hypothesis as to why there was a lack of signiticanrelations on both social capital

and social effectiveness: that is, the concepésifriction of range issues, the possibility
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that success measures collected over a longerdpeiriime could possibly be more
appropriate, and the lack of a unified definition the measurement of social capital.
Recommendations for Future Research

One of the major problems cited in research onesaaipital is finding a unified
definition that would generate consistent and cawdpe findings. Dasgupta (2005)
asserts that the idea of social capital is a difficoncept to integrate in contemporary
economic thinking. He believes that even thoughtéhe social capital has a powerful
and intuitive appeal, it has been difficult to m@asas an economic good. Even though
social network researchers have taken the lealampting to formalize and empirically
measure theories related to social capital, thggreerelationships or ties that connect
people and groups as the basic data for analysibdf et al., 2001). Future research
would do well to focus on generating a singulauwified definition on which social
science researchers as well as economists cowdé.dgocus groups of entrepreneurial
founders could very well provide significant insigihto areas of social capital of which
current scholars are not previously aware.

Another area for further research is searchingdorelations of entrepreneurial
founders’ social capital and levels of entreprersmmial effectiveness. This study
focused on combining social capital, social effgatiess, and metrics of success. It
would be interesting to explore whether sociallgetive individuals generate more or
better quality social capital.

Another path to explore might be one of examinlmg4ocial capital of the entire

firm. Lechner et al. (2006) note that while therider’s social capital was a positive
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influence on new venture success, the mix of ndtwalationships that the entire firm
generated was a stronger predictor of firm perforrea

Gathering and analyzing information during two armtime periods could also
yield more information about the value of a founslepcial capital over different phases
of a venture’s life. For instance, what componefta founder’s social capital are most
valuable at the start-up phase, growth phase, tursmphase? Does the composition of
that social capital change? Does an entreprendatialer become more socially
effective over time? Answers to all of these questiwould help scholars better
understand the value of founders’ social capitdl #weir social effectiveness.

Another area to explore would be to examine en¢reguirial founders whose
ventures have failed. Much could be gathered aamchézl about founders’ social capital
in times of uncertainty or when the venture isurvs/al mode. Research on social
effectiveness under strain might also provide sariigl insight into these relationships.

The present study provided additional testing amdeustanding of the
relationship between social effectiveness and uariaetrics of entrepreneurial success.
Tocher (2007) notes that earlier studies utilizedlatively constrained sample
population. Having access to the YPO organizatemdilowed the researcher to include
respondents from around the world. Future reseatithing the same sample of YPO
members might focus on the social capital and seffiectiveness of respondents in
different countries and cultures.

One of the primary findings of this study was tfeat linear relationships were
found between the social variables and ventureesscéotentially, the real relationships

could becurvilinear, in that beyond a certain fundamental and necgssaount of a
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particular social skill or social support systengreases in that dimension beyond the
minimum necessary requirements become less angredistive of venture success.
Future research should address that possibility.

A possible contributor to the lack of statisticadignificant correlations may be
the homogeneity of YPO members and the successiarthat were selected. In general,
membership in YPO already requires a substantral lef success. If researchers had a
sample that represented more diversity of levesuctess, the results may have shown
more predictive results. Correlations thrive inesavironment of varied responses. In a
closely ranged set of data, the problem of regtnabf range can become an issue.
Limitations of Current Study

Like any research study, this effort had limitagoThe first major limitation of
this study is that the data were gathered viafagpbrted survey completed directly by
the entrepreneurial YPO members. However, dedpéiimitation, self-report data have
been shown to be reliable, especially when givea tpp executive (Nayyar, 1992; Tan
& Litschert, 1994). By definition, all of those manding were founders/CEO/Presidents/
Managing Directors of their companies as a presstguior membership in YPO. Also,
the information for two of the main variables imstBtudy (i.e., social capital and social
effectiveness of new venture founders) is almasags$ collected through self-report
surveys due to the fact that there is almost neratlay to obtain this information (e.g.,
Ferris et al., 2005; Florin et al., 2003; Lechneale 2006).

A second major limitation of this study is thag tthata were collected in only one
round. It certainly would be preferable to be ablenake multiple observations over the

period of several years, especially with regardsperating data. Time series data might
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help the researcher to provide a stronger cauksdiaeship between founder social
capital, as well as between founder social effectess and new venture success.
Additionally, receiving operating data over mulagleriods and years would allow the
researcher to better define and scale successranid@ an opportunity to determine a
stronger causal relationship. Given that thisdssaertation, it was impractical to invest
that length of time in the research.

Finally, becaussuccessvas initially defined in this study as membership
YPO, the researcher was limited in his abilityudge the participants’ actual level of
success. Some may merely continue to qualify, wisicto small accomplishment;
however, the researcher was unable to sort owduper-successes from the baseline.
Contributions to the Literature

This study contributed to the literature regardemgrepreneurial founders, their
social capital, social effectiveness, and ventucesss. It has added to the scholarly
understanding of these topics by gathering inforomarom within an organization that
has heretofore been inaccessible.

Specifically, this study added to the literaturegogviding another empirical look
at the social capital of a population, the spea@imponents of that social capital, and the
search for statistically significant correlatioretween the various components and
venture success metrics. The entrepreneurs’ scegmtial was analyzed in terms of size,
strength, and mix based on the respondents’ inditabf levels of support, overlap of
different networks, and the number of active relaships that they maintain.

This study has also added to the literature by recipg the body of research that

has utilized the PSI as a measure of social effereéiss. When comparing the
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respondents’ scores on the PSI with various metrficsiccess, the researcher did find
several areas of statistically significant corrielat The PSl is be a highly validated
instrument that was specifically designed for usbusiness situations. Even though the
correlations were not as strong as those foundewigus studies, the body of knowledge
in this area was expanded.

Tocher (2007) asserted that, to his knowledgedissertation provided only the
second scholarly effort to examine the correlabetween social capital, social
effectiveness, and venture success. This reseangseunable to find any others
published since Tocher’s in 2007. That would mdie $tudy only the third scholarly
effort at attempting to understand these relatigpsshPrevious literature has theorized
that high levels of social capital and social effemess would lead to greater access to
knowledge and venture opportunities and, therefugher levels of success (Baron &
Markman, 2000; Florin et al., 2003). Even though #tudy did not find those
correlations, an empirical examination of thosetles does add to the literature on the
subjects.

This study examined 120 members of YPO Internalithvad are currently
running an entrepreneurial venture that they fodndée ages of the ventures were
varied as were the ages of the founders. The venhtuere also located all over the world
and have achieved a certifiable level of succasaith their membership. The reason for
using this particular sample was to apply a diffié@ool of data than ones used in
previous studies on the topics of social capital social effectiveness. The hope was to
see if previous results could be generalized ®ghmple. The present study did not yield

statistically significant results in terms of cdateons between social capital and venture
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success; a few correlations were found betweeralseitectiveness and measures of
success. No significant results were found rel&tesbcial capital, social effectiveness,
and venture success working together. Howevertaagyreponderance of previous
literature findings, it should not be suggested tiwarelationship exists.

The present study provided additional testing amdeustanding of the
relationship between social effectiveness and uarioetrics of entrepreneurial success
with a new sample population. Tocher (2007) ndtes e¢arlier studies utilized a
relatively constrained sample population. Beingedblaccess the YPO organization has
allowed the researcher to include respondents &nmuand the world and in many
different industries.

Conclusion

Social capital and social effectiveness are twpartant concepts that have
received considerable scholarly attention overpts few years. Baron and Markman
(2000) assert that entrepreneurs are able to opans dnd gain access to people and
information by utilizing two factors: their sociehpital (actual and potential resources
gained through having a favorable reputation, lsigtius and personal referrals) and their
social skills (their ability to interact effectiweWith others).

Entrepreneurs are on the leading edge of innovatmahrisk-taking in an effort to
generate positive economic benefits both to theeprgéneur and the overall economy.
Therefore, this line of inquiry seems particulagkciting and the benefits to
understanding the correlations between these Jasaan add to the likelihood of
success through conscious efforts to expand tledivarks and to develop more effective

social skills.



87

Previous studies have confirmed that socially ¢ffedounders exhibited higher
levels of venture success. In a 2009 research sBRatpn and Tang found that
entrepreneurial social skills positively influenaselv venture performance. However,
few studies have analyzed the interaction betweetuve founders’ social capital, social
effectiveness, and levels of venture success.

Consistent with the researcher’s expectations stiidy did uncover a few
statistically significant correlations between arfider’s social effectiveness and venture
success. This seems to support the idea that eseyrial founders with higher levels of
social effectiveness would experience higher legélgenture success. Contrary to the
researcher’s expectations, this study found nasstally significant correlations
between elements of the founders’ social capitdlthe various measures of success.
Further, the study did not reveal any statisticalgnificant correlations between
founders’ social capital and social effectiveness.

In conclusion, this study does provide some add#i@mpirical support for the
idea that social effectiveness can help furthesrgnepreneur’s success in his/her
business venture. The statistical results indicttatihigher levels of social effectiveness
in two core componentsd@cial astutenesandinterpersonal influengeare positively
correlated to venture success. Even though nolatmes were found between social
capital, social effectiveness, and venture sucgessjous literature and common sense

would indicate that they may still exist.
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Young Presidents’ Organization Policies & Procedures

Article ITI
Members, Membership & Dues

MEMBERSHIP REQUIREMENTS

a. Individual. As stated in the Bylaws, there are two classes of Members —
“YPO Members” and “WPO Members” (sometimes collectively referred to
“Members” herein). Once a YPO Member graduates, the Member is eligible to
become a WPO Member and no longer needs to meet the Quantitative

Requirements to remain a WPO Member.

i All YPO Members in good standing shall have all rights of
membership including the right to one vote on each matter and be
deemed part of a quorum at any meeting of the corporation. WPO
Members are provided with different Offering options and
corresponding dues structure as determined by the YPOI Board from
time to time. YPOI Members represented in person or by proxy shall
constitute a quorum at any meeting of the Organization to elect the
Regionally Elected Directors and select the auditors. For all other
matters requiring the vote of the Membership, YPO Members and

WPO Members shall have the same voting rights.

il. No applicant for membership shall be disqualified by reason of their
race, color, national origin, religion, gender, sexual orientation, age
(except as further defined herein), qualified disabilities or other

demographic factors.

iii. No organization as such shall be permitted to join YPO as a group.

Membership shall always be as an individual.
b. Quantitative.

i Quantitative requirements for membership are listed under Company-

Criteria for Membership below.

ii. As provided in the Bylaws, no Chapter may decrease the requirements
for membership as set forth in the Bylaws or this Policy & Procedures
Manual. The International Board through the Regional Chairs Council
is authorized to make exceptions to the minimum quantitative
membership requirements on a case-by-case basis. The RCC shall

establish practices to do so.

c. Qualitative. Meeting the specific quantitative requirements does not
automatically guarantee admittance into YPO. No individual, regardless of
age, business affiliation or other qualification, has a right to become a Member
of YPO. There are other important, less easily defined requirements which also
need to be met. These are essentially qualitative in nature and may be largely a
matter of judgment. Is the applicant well received by current Members? Does
the applicant compare favorably with their image of a YPOer? Does the
applicant inspire confidence among them that acceptance will reflect favorably
upon the Organization as a whole? These are the kinds of questions raised on
every application received. What is being evaluated, of course, is the
individual -- likes and dislikes, attitudes, moral fiber -- in short, the whole
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package. While the quantitative attributes of a corporation are a measurement
of a firm’s achievement, such criteria are not adequate in and of themselves. A
prospective Member should clearly express the intent to fully participate in
YPO activities.

Title. The intent of YPO membership is to be available to the individual who
is responsible for the full operation of the qualifying company or qualifying
division. Titles held by this individual include President, Chairman of the
Board, CEO, Managing Director, Managing Partner, Publisher, or equivalent
of any of the above.

i There may only be one Member of YPO from any one qualifying
company or division.

ii. A division President, and the Chairman of the Board, Chief Executive
Officer or President of the parent company, may simultaneously be
Members if they meet the requirements.

il In the event a Member relinquishes the title of President to become
Chairman of the Board of the Member’s company, the Member may
retain membership in YPO. When the Member becomes Chairman of
the Board of the company, the individual who succeeds the Member as
President shall not be eligible for membership in YPO so long as the
Chairman retains membership in YPO.

iv. If a Member who has been granted a grace period regains a qualifying
position in the Member’s original company, or assumes a qualifying
position in another qualified company before the expiration date of the
grace period, then the individual continues as a Member.

Age. Applications must be approved by YPO International before the
applicant reaches the applicant’s forty-fifth (45th) birthday. In cases where no
Chapter existed prior to an applicant’s 45th birthday, applications must be
approved prior to an applicant’s 49th birthday. In this scenario, the application
must demonstrate that the prospective Member’s qualifying company met the
quantitative requirements in effect before the applicant’s 45th birthday and
also meets the requirements in effect on the date the prospective Member files
the membership application. Once the Chapter is established, the extended age
bracket for submission of a candidate’s application is reduced by one year for
each year the Chapter continues to exist until such time as the Chapter
complies with the prior-to-45th-birthday rule above.

Graduation. The YPO graduation age for all YPO Members shall be 50
effective June 30, 2012. Regions and Chapters are encouraged to apply this
policy as soon as possible (beginning July 1, 2009, in order for a Chapter to
achieve Gold Status, it will require a 50 Graduation Age). YPO Chapters may
apply to the YPO International Board of Directors for an extension of the June
30, 2012 implementation date if there are exceptional circumstances. Former
and current YPO members who are at least 45 years of age and who have been
members of YPOI for at least three years, excluding any grace period, are
eligible to transition to WPO at any point of time; YPO members eligible to
transition to WPO will have the option to become secondary members of a
WPO chapter provided that they maintain primary membership in a YPO
chapter. Members who are YPO International Dual Members as of February
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25,2009 may remain Dual Members until June 30, 2012. All members who
turn 50 after February 25, 2009 may continue to become YPO International
Dual Members until June 30th 2011. Members between the ages of 50 to 55
who choose to retain dual Membership in YPO and WPO cannot hold YPO
Chapter Leadership positions unless granted waivers by the YPO Regional
Chairs Council. In determining waivers, the RCC should consider the
following criteria: i) whether a WPO Chapter exists in the location; ii) the size
of the YPO Chapter, iii) the particular needs of the YPO Chapter and the
impact on the corresponding WPO Chapter, if any. If there is no local WPO
Chapter to graduate into, a Member meeting the graduation criteria described
above must still graduate to WPO, but may opt to pay the local YPO Chapter
dues and have full access to YPO privileges until eight (8) fellow local
Members become WPO Members, at which time they shall form a local WPO
Chapter. YPO Chapters shall submit a transition plan to their respective
Regional Board by December 31, 2009.

Company. Criteria for Membership.

i To qualify for membership, an applicant must, in addition to the age
requirements, be qualified by title and running the business of an
operating corporation meeting the complexity requirements established
by the Board of Directors. (The business must be an operating business
that does not primarily generate passive income.)

ii. The term corporation as herein used shall include incorporated or
limited business entities and partnerships, and other forms of business
organizations deemed in the discretion of the Regional Chairs Council
to be substantially equivalent to corporations. This definition may also
include academic institutions, not-for-profit organizations and
government entities.

Complexity Requirements.

i Admission between 1 July 2001 and prior to 1 July 2013. The
complexity requirements established by the Board of Directors for
membership for Members admiited to the Organization between 1 July
2000 and prior to 1 July 2013 (and continuing as requirements for re-
certification) are as follows:

(a) The candidate must meet one requirement in each category;
this means that the candidate must meet at least one of the “A”
requirements and at least one of the “B” requirements.

A

The candidate must have at least 50 regular, full-time
employees or the equivalent under the control of the candidate
or Member. Persons engaged on a commission basis rather
than straight salary are considered employees if they are
permanently connected with the corporation and receive their
principal livelihood there from. Seasonal employees are not
included in YPO’s employee definition.

OR
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The total annual compensation of all employees excluding the

candidate or Member exceeds US$1,000,000.
B

The corporation will have dollar volume requirements as
numerated below, based on the type of corporation:

) Sales/Service/Manufacturing corporations must have at
least US$8,000,000 in gross annual sales or turnover;

(ii)  Financial Institutions must have average annual assets
of at least US$160,000,000;

(iiiy  Agency-type businesses must have gross annual
revenues of at least US$6,000,000.

OR

@) The corporation will have an enterprise value of
US$10,000,000 as defined by one of the following:

(A)  Net worth of assets (before depreciation) of

US$10,000,000;

(B)  Independent third party investment/ valuation of
US$10,000,000;

(C)  Public equity value + debt — cash =
US$10,000,000.

Admission On or After 1 July 2013. The complexity requirements
established by the Board of Directors for membership for Members
admitted to the Organization on or after 1 July 2013 (and continuing
for re-certification) are as follows:

(2)

The candidate must meet one requirement in each category;
this means that the candidate must meet at least one of the “A”
requirements and at least one of the “B” requirements.

A

The candidate must have at least 50 regular, full-time
employees or the equivalent under the control of the candidate
or Member. Persons engaged on a commission basis rather
than straight salary are considered employees if they are
permanently connected with the corporation and receive their
principal livelihood there from. Seasonal employees are not
included in YPO’s employee definition.

OR
The total annual compensation of all regular, full-time
employees in the corporation under the candidate’s control,
excluding the candidate, exceeds US$2,000,000, with a

minimum of 15 regular, full-time employees under the
candidate’s control.

B
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iii.

Vi,

The corporation must meet one of the dollar-volume criteria set
forth below, based on the corporation’s business type:

@) Sales/Service/Manufacturing corporations must have
gross annual sales or turnover that exceeds
US$12,000,000;

0N Tinanaial Tnotititiang S
(iiy  Financial Institutions must have had average assets that

exceeded US$240,000,000 at the end of it:
fiscal year; or

ost recent

=

(ili)  Agency-type businesses must have gross annual
revenues that exceed US$9,000,000.

OR
@) The corporation must have an enierprise vaiue that
exceeds US$15,000,000, as defined by one of the
following:

(A) Net worth of assets (before depreciation) of
US$15,000,000;

(B)  Independent third-party investment/valuation of
US$15,000,000; or

(C)  Public equity value + debt — cash =
US$15,000,000.

The term “Agency-type business” includes enterprises such as real
estate agents and brokers, advertising agencies, travel agents, and
insurance agents and brokers. The term “gross annual revenue” is
defined as annual fees or commissions billed. In each case it is the
revenue of the agency or brokers which is counted, not receipts on
behalf of another principal.

As for developing the Age differentiations, if the revenue threshold is
raised in the future, prospects at the age of 35 and under may qualify
under a lower entry criteria at no less than $8 million USD for
Sales/Service/Manufacturing corporations as recommended by the Peer
Review Committee and approved by the YPO International Board of
Directors.

For Members who joined prior to 1 July 2013, YPO members joining
under geographic and age differentiation will continue to qualify as
long as they meet the criteria based on which their membership was
approved by the Peer Review Committee.

The International Board, with the assistance and input of the
International Membership Committee and the RCC, shall review the
YPOI membership criteria no less than every three years against the
Consumer Price Index and other data it deems relevant at that time to
assure that the criteria maintains the quality of the peer network.

Candidate Application Process.

i

The YPO new member application will require the submission of
government-issued identification validating the candidate’s age (e.g.,

-56-
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APPENDIX B
Letter to Expert Panel and Modified Instrument

Michael Wojciechowski
XXXXXXX
XXXXXXX
XXXXXXX

November 1, 2012
Dr.

1234 Main Street
Irvine, CA.

Dear Dr. ,

Thank you for being willing to serve on the revipanel to determine the content
validity for the survey for my dissertation. Tha#léwing pages reflect the instructions
for the review. If you have any questions, pleestfree to contact me.

Again, | am grateful for your guidance.

Sincerely,

Michael Wojciechowski
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Part A
1. Did you found or co-found the company that you ently run? If the answer is
“no”, please hit the “Finished” tab at the bottoftlte page.

2. Please indicate which YPO designated industry teestribes your company:

Agriculture
Construction
Technology
Manufacturing

Retail

Services

. Telecommunications
Transportation
Wholesale

Other

S“CTIEGMMOO®m>

3. Please indicate the country that your company algeartered in. (Choices are
contained in a drop down box)

4. What is the total number of full time equivalentpdayees employed by your

firm?

ol

. How many years has your company been in existence?
a. 0-4 years
b. 5-8 years

c. More than 8 years

o

What is your age?

\]

. What is your gender? Male Female

8. What is the highest level of education you have gleted? (Drop down box)

9. What country were you born in? (Drop down box)

10.How many years of experience do you have workintpénsame (or related) field
in which your entrepreneurial start-up is?

11.How many companies have you founded or co-founded?
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Part B

1. Please use the scales below to indicate the |éwipport that you received from
each category when you created your company.

Moderate High
No Level of Lead]
Support Support Support
1 2 3 4 5

Parents
Spouse/Life Partner
Relatives
Friends
Friends of friends
Business Partners
Former Employers
Former Co-workers
College Alumnus
Acquaintances
Business Community Leaders
Mentors
Forum members
Other YPO’ers or WPQO’ers
Vendors
Customers
. Professionals or business consultants
In the questions below “actively maintain” is defired as having contact (email, voice
or in person) at least several times a month.

2. Please indicate the number of relationships thataatively maintain with family

and friends that you consider as important for ymusiness.

OUOZIrA“~"IOMMUO®Y

3 Please indicate the number of relationshipsytbatactively maintain with other
people in various Civic organizations that you bel¢o (Rotary Club, YMCA,
Place of Worship, Country Club, etc.) that you ¢desas important for your
business.

4. Please indicate the number of relationships thatagtively maintain with
individuals that are prominent in the business comity in which you participate
and that you regard as important for your business.

5. Please indicate the number of relationships thataatively maintain with
individuals that work for competing or complimentdirms that you regard as
important for your business.
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6. Please indicate the number of relationships thataaively maintain with fellow
YPO/WPOQ’ers that you consider important for yousibess.

7. Of the relationships listed above, please estihalew what percentage of the
groups interact or know each other (a rough esénsasufficient):

Family and Friends and Other People

Family and Friends and Business Community People
Family and Friends and Industry Associates

Family and Friends and YPO/WPQO’ers

Other People and Business Community People
Other People and Industry Associates

Other People and YPO/WPQ’ers

Business Community People and Industry Associates
Business Community People and YPO/WPOQ’ers
Industry Associates and YPO/WPOQO’ers

8. Rank (from 1-8) the following groups in terms ofpgartance in starting your
business:

Family

Friends

YPO/WPO members (including Forum)

Civic Groups (Rotary Club, YMCA, Plac&/érship, Country
Club, etc.)

College Alumnus

Industry Associates, Vendors, Customers

Mentors

Others. Please specify

Part C

Instructions: Using the following scale, pleasagel a number in each blank next to each
item that best describes how much you agree with se@atement about yourself in your
work environment.

1 2 3 4 5 6
7
Strongly Mostly Slightly Neutral Slightly Mostly

Strongly

Disagree Disagree Disagree Agree Agree
Agree
1. | spend a lot of time and effort isibeass situations networking with
others.
2. | know a lot of important people amdveell connected.
3. | am good at using my connectionsnahaork to make things happen.
4, | have developed a large network kéagues and associates who | can

call on for support when | really need to get tlsitipne.
5. | spend a lot of time and effort depielg connections with others.
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situations.

7.
8.
9.
10.
11.
12.
others.
13.
14.
15.
16.
17.
18.

Part D

108

| am good at building relationshipghwifluential people in business

It is important that people beliexs ttam sincere in what | say and do.

When communicating with others, tarpe genuine in what | say and do.

| try to show a genuine interest meopeople.

| always seem to instinctively know/ tiight things to say or do to
influence others.

| have good intuition and am savvyuahow to present myself to others.

| am particularly good at sensingiibévations and hidden agendas of

| pay close attention to peoplesafaxpressions.

| understand people very well.

It is easy for me to develop goodaeppith most people.

| am able to make most people feefatable and at ease around me.
| am able to communicate easily afett@fely with others.

| am good at getting people to like me

Please assess your company’s performance relatsientlar companies in your industry
in the following areas by selecting the appropriasponse on the scale below.

High

Performer

Low Moderate

Performer Performe

1. Annual Sales/Revenue Growth Rate 1 2 3 4

5

2. Annual Growth in Number of Employees 1 2 3 4

5

3. Annual Growth in Market Share 1 2 3 4

5

4. Annual Growth in Net Profit 1 2 3 4

5

5. Overall Firm Performance/Success 1 2 3 4

5
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APPENDIX C

Deal Communication Policy

Before posting a deal to the discussion board,ngast read the network communication
policy below. Click "expand list" to see it in istirety.

(lack of compliance may result in membership deatitin)
Even though we urge all members of our Network«<erese discretion and
confidentiality with the information posted on thessage board, all posting members
must realize that Forum confidentiality rules da apply to such communication and all
posting members are advised to limit the type fifrmation disclosed on the message
board and seek confidentiality agreements with memthat wish to learn more about a
specific opportunity.

Communication Policy

1. Conflicts - Member must disclose potential confb€interest in postings and
replies (example: if acting in an agent capacityefierencing an investment
opportunity, member must disclose; if member hpsraonal stake in an
opportunity, member must disclose.)

2. Courtesy - Members must act with respect towarératiembers in site postings
and other interaction; if members disagree withreroffended by a message,
they should address their concerns privately, tiréc the posting member or to
the Network Communication Chair.

3. Abusive Messaging - Members must not abuse the diktiMessage Board by:
- Members should strive to respond directly toghsting member, and not by replying
through the message board.
- Posting messages for needs other than thosestemiswith the Deal Network Mission:

Acceptable message topics

1. specific deal needs (diligence, structuringglligence, resources)
2. specific deal opportunities
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3. occasional requests for senior contacts at gaagnare acceptable but must indicate
the reason for such contact (repeated requestbsvideemed to abuse the Network
privileges)

Unacceptable use of message board

. soliciting contacts for reservations at hotelsastaurants
. repeated requests for senior contacts
. repeated requests for obtaining financing fones@roject
. soliciting for general business sales opporiesit
. other trivial requests unrelated to specificlslea business opportunities and outside
the Mission of the Network
6. posting general deal criteria on the messagedboa
7. posting other network, chapter, or general ewgatmation
8. posting of specific job needs or opportunitiese appropriate location for job
postings is the YPO-WPO Marketplacehétps://marketplace.myypo.org
9. posting of other organization’s events not spoed by the Network or having to do
with the specific industry of the Network

a k~r ODN PP

4. In their communication and interaction, membeust maintain the standards of
ethics and conduct required by YPO-WPO.

5. Members may not send direct solicitation mességéndividual members of the
Network without their prior request for such infation.

6. Protocol for termination of membership — gerlgradter failing to address one written
warning about non-compliance with Network rules poticies from Network Director,
Communication Chair or Network Chair, the membgrgirivileges may be terminated.
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APPENDIX D
Informed Consent Narrative

, 2013

Dear Fellow YPO/WPOQ'er,

My name is Mike Wojciechowski and | am currentlgnamber of the Santa
Monica Bay Chapter of WPO. | am also a doctonadieht in Organizational Leadership
at Pepperdine University, Graduate School of Edoand Psychology.

YPO has as its core value the belief that we capeltter leaders through
education and idea exchange. So, almost 30 yéard gook my last test in getting my
MBA, | went back to school. A reoccurring themeny studies has been connected to
my passion for entrepreneurialism: the connectetvben understanding one’s own
social capital (the network of people that form ysupport system) and entrepreneurial
success. Specifically, YPO has contributed so miochy personal and professional
development, that | feel that the members represémimendous resource to help their
fellow members. My study will look at entreprengutheir use of social capital, their
social effectiveness and how these two factors traffect entrepreneurial success.

| would like to invite you to take the following siey. It is completely voluntary
and while you may not personally benefit, | beli¢hvat the knowledge gained from it
will benefit others in helping to plan their entrepeurial efforts.

The survey should take no more than 10 minutesnaptete. It will ask
guestions on the following topics: 1) demograplisiesh as age, sex, location of business
and industry that you compete in, 2) the componehy®ur social and professional
networks, 3) your opinion on the importance ofeliént groups of people within your
network, 4) your beliefs about how you interacthwothers and 5) how your business
ranks against others in your industry. While cogtgrhess is important, you have the
right to refuse to answer any question containgtiensurvey.

The individual survey results will be kept confiti@ahand there is nothing in the
survey itself that would identify the respondeham required to keep the information
collected for this study in a secure manner fdeast three years and after the survey
information is no longer required for research jpggs, the information will be deleted or
destroyed.

A summary of the results will be available in 4 rtiemand may be obtained by
entering your email at the end of the survey. $ddael free to contact me at
mwojo@earthlink.neif you have any questions or comments regardirgystiudy. If you
have further questions about this study, you manamt my dissertation chairperson, Dr.
Farzin Madjidi, Pepperdine University, Graduate @gtof Education and Psychology,
6100 Center Drive, Los Angeles, CA., 90045. If ymve any questions about your
rights as a study participant, you may contact &g, CIP Manager, GPS IRB and
Dissertation Support, Pepperdine University, Gréel&chool of Education &
Psychology, 6100 Center Drive, 5th Floor, Los AregelCA 90045
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APPENDIX E

HumanSubject Protection Training Certificate @@ompletior

S % Certificate of Completion

% The National Institutes of Health (NIH) Office of Extramural Research
certifies that Michael Wojciechowski successfully completed the NIH

"':; Web-based training course “Protecting Human Research Participants”.

% Date of completion: 01/16/2010

& Certification Number: 363586
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