
SECTION 3; IDENTIFICATION AND SELECTION OF ENTREPRENEURS 

Many institution s 'find ' potential entrepreneurs by simpl y advertisin g 
and making thei r service s widely known. Generally , this poses few , if any, 
problems. Th e more difficult tas k lie s i n selecting fro m amongs t potential 
candidates thos e wh o ar e mos t likel y t o benefi t fro m trainin g an d othe r 
assistance to set up and to be successful in their own businesses. 

Selection method s an d technique s var y fro m th e simpl e an d sometime s 
crude to the most sophisticated , and may comprise various stages. Typicall y 
the selection process involve s th e initia l screenin g o f al l applicant s fo r 
suitability, when information may be gathered in respect of their background, 
project idea , securit y availabl e an d th e reason s fo r wantin g t o star t a 
business. A  furthe r proces s ma y the n involv e th e us e of psychological or 
behavioural test s t o establis h th e exten t o f desirabl e entrepreneuria l 
qualities. Thi s may be followe d by, or substituted for , an interview by a 
panel or individual. 

Although a great deal of research has been done on the psychological and 
behavioural characteristic s of successful entrepreneurs and a large number of 
tests have been developed which attempt to make use of research results, very 
few institution s currentl y us e thes e tests , perhap s becaus e o f th e 
preparation, skills and resources needed. 

Financing decisions are still almost universally made on the basis of a 
business pla n an d som e subjectiv e an d unstructure d assessmen t o f th e 
applicant's ability. Mos t training institutions, even those which attempt to 
develop character attributes and not only to inculcate business skills, do not 
use psychological testing methods in order to select their trainees. 

This implie d scepticis m migh t b e justifie d i f th e trac k recor d o f 
entrepreneurial succes s wer e mor e impressive ; given th e hig h failur e rates 
presently experienced , however , i t i s perhap s surprisin g tha t mor e 
institutions hav e not at least experimented with selection tools which focus 
on the individual rather than on the business proposal. 

An internationa l 'Worksho p o n Entrepreneuria l Selectio n Methodologie s 
and thei r applicabilit y fo r Les s Develope d Countrie s (LDCs)' , bringin g 
together som e notable specialist s i n the subject, drew som e interestin g and 
important conclusions . Exhibi t 3  summarise s th e characteristic s o f th e 
selection methodologie s presente d an d list s th e mai n advantage s an d 
limitations of each. 

- 14 -



EXHIBIT 3 CHARACTERISTICS , ADVANTAGE S AN D LIMITATION S O F SELECTIO N 
METHODOLOGIES 

A. Th e McBer System 

Main characteristics: 

1. Identificatio n o f "jo b competencies " o f th e entrepreneur s o r 
small enterprise managers sought . Thi s establishe s a n indigenou s 
model or prototype. 

2. Us e of operant method selections. 

3. Us e of behavioural event interview. 

4. Us e o f themati c analysi s i n interview s an d comparin g intervie w 
data with competency model. 

Main advantages: 

1. Emphasise s actua l behaviou r o n th e jo b (o f entrepreneur s o r 
managers) which is necessary for success in the job. 

2. Ha s high inter-rater reliability . 

3. I s quick. 

4. Require s only small samples. 

5. Ha s cross-cultural validity. 

6. Ca n be taught to others. 

Main limitations: 

1. Require s expertise and thorough training of interviewers. 

2. Use s only one method, and may miss assessment of some dimensions. 

3. Doe s no t includ e "Firs t Cut " methods , suc h a s screenin g o f 
applicant through advertising, application analysis. 

B. Th e Indian System 

Main characteristics: 

1. 3-stag e selectio n procedur e (announcemen t an d applicatio n form , 
tests, interviews). 

2. Us e of announcement and advertisement. 

3. Us e of well-designed application blank, with scoring manual. 

4. Us e of psychological tests. 
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5. Us e of interview. 

6. Us e of a panel (includin g an entrepreneur) for interviewing. 

Main advantages: 

1. Help s in self-selection. 

2. Narrow s selection to lesser number (afte r two screenings). 

3. I s easily transferable. 

Main limitations: 

1. Test s have not shown discriminatory power, may not be valid. 

2. Ha s limited value with illiterate or tribal groups. 

3. Probe s operant dimensions very little. 

Approach evolved by Pareek and Rao (used in Malaysia) 

Main characteristics: 

1. Identificatio n of "Key Performance Areas" (main responsibilities). 

2. Identificatio n o f "Critica l Attributes " (whic h distinguishe s 
effective from less effective). 

3. Us e o f bot h operan t an d responden t measures . Us e o f ne w an d 
innovative tests, designed or adapted and validated i n a culture. 

4. Us e of simulated material. 

Advantages and disadvantages: 

The methodology presente d abov e was i n the formativ e stag e a t th e time, 
and analysis on the data had not yet been done. 

The HETAD I (Hawai i Entrepreneurshi p Trainin g an d Development Institute ) 
Method 

Main Characteristics (passiv e diagnostic): 

1. Advertisemen t (newspapers , fliers , media , mini-seminars , 
pre-course quiz) . 

2. Preliminar y selection, from two tests and an application form. 

3. Score d interview: panel of experts, consensus decision. 
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Variations (fo r New Zealand Model): 

1. Advertisement : mini seminar - business plan seminar, two days. 

2. Intervie w using feasibility statement (develope d after seminar) . 

3. Participatio n i n thre e wee k busines s cours e o n ho w t o star t a 
business. 

Main advantages: 

1. Variet y o f advertisin g method s (seminar ) provide s som e 
pre-selection. 

2. Metho d work s withi n th e contex t o f a  tota l system ; selectio n 
becomes participation and vice versa. 

Main disadvantages: 

1. Doe s not meet time line criteria of being quick and easy. 

2. Us e of tests in initial screening not validated. 

3. Triba l affiliation , age , ethni c grou p hav e n o correlatio n wit h 
success. 

4. Researc h o n 1 5 dimensions o f possibl e succes s -  correlate s onl y 
power drive , 3- 5 year s o f wor k experience , an d a  subjectiv e 
assessment calle d "Hussle " seeme d t o correlat e wit h smal l 
business success in an entrepreneurial role. 

Workshop Conclusions and Recommendations 

1. Establis h a  competenc y mode l base d upo n th e developmen t o f "assessmen t 
dimensions" usin g th e Behavioura l Even t Intervie w methodolog y (BEI ) 
developed by McBer. 

2. Usin g #1, generate complementary "weedin g out" mechanism: 

(a) advertisements ; 

(b) applicatio n forms which are rated; 

(c) timel y experientia l activitie s (e.g . mini-courses , simulations , 
group meetings). 

3. Fro m #2, identify a manageable sized group. 

4. Wit h the identified group, apply BEI for final selection. 

5. Appl y th e methodolog y no w i n developin g countr y settings . Thi s wil l 
test th e effectivenes s o f th e methodolog y thereb y stimulatin g it s 
replication and, at the same time , significantly improv e ou r performanc e 
in establishing new employment-creating enterprises. 
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To the above were added various cautions and conditions for the effectiveness 
of the proposed solution. 

Source; Internationa l Institut e o f Publi c Management , Washingto n D.C. , 
Summary of Proceedings, Workshop o n Entrepreneur Selectio n Methodologies and 
their applicability for Less Developed Countries, April 28 - May 1, 1981. 
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