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& EXECUTIVE SUMMARY

With resources harder to come by these days,
many managers may suddenly find themselves
in a different world from the one they're used
to. Facing up to the dilemma of proving your-
self when the proof is not quite there is one
that every entrepreneur has usually had to deal
with at some point in his or her career. Looking
at their experience reveals some useful lessons
for managers who have to obtain funding for
their major career-defining projects, perhaps
for the first time.

Entrepreneurs who succeed in obtaining
investment funding are those who know that
establishing credibility matters a great deal.
The authors identify at least four types of ac-
tion strategies that entrepreneurs use to create
the right impression. By skillfully employing
several symbolic yet practical actions, entre-
preneurs with little previous track record can
gain the confidence of resource providers. In
the race for scarce resources, more manag-
ers would do well to check their own moves
against this winning repertoire.

arneringabase of needed resourc-

es—such as capital, investors, cus-

tomers, board members, strategic

partners or employees - is a key

task for any business looking to realize an im-
portant project. Today, severe resource con-
straints, mainly in the form of liquidity, pose a
growing challenge to even the mostestablished
companies. Theliquidity crisisis forcing man-
agers to be more proactive in encountering
ways of finding and releasing resources. Al-
though “one euro saved is one euro toward the
bottom line,” cost-cutting alone has its limits,
and once that option has been exhausted, man-
agerswill onlyfeel greater pressure to come up
with fresh and viable ways of developing new
business. The options are many, from inter-
nally launching new ventures aimed at known
markets, to branching out into new markets,
possiblyin other countries. Yet all these moves
have one thing in common: They involve step-
pinginto previously unchartered territory, and
oftenrequire significant resources to do so. In
boldly going where no one has gone before,
these managers may find themselves in a situ-
ation quite familiar to start-up entrepreneurs.
Forentrepreneurs, the unknownhas always
been par for the course. They know that be-
tween them and the businesses they envision

liesahuge credibility gap that mustbe bridged.
All resource providers, before they commit,
seek some form of assurance, perhaps arecord
of accomplishment. This, by definition, does
not exist in the case of any new business or
venture. Without the support of wealthy and
generous benefactors, entrepreneurs have, in
effect, an extreme case scenario of the situa-
tionin which managers with newbusinessven-
tures and projects now find themselves.

To increase their chances of success in a
challenging business climate, managers could,
therefore, look toward adopting an entrepre-
neurial mindset. But what does entrepreneur-
ial management really involve? Instead of try-
ing to fit the behavior of entrepreneurs into
existing theoretical models, we explored this
question with open minds, looking for fresh
explanations about what activities make some
entrepreneurs more successful at gaining re-
sources as opposed to others.

Over the course of three years, we repeat-
edly interviewed a significant sample of en-
trepreneurs in the U.K. who had launched a
venture within the past 18 months or were
planning to do so in the next six months. We
made sure that our selected candidates were
of similar educational background, knowledge,
skill and experience, to make it easier to iden-
tify differences in entrepreneurs’ behaviors
and how these differences mattered, while
also making sure that we were not comparing
apples with oranges - in short, that we were
dealing with similar contexts and levels of dif-
ficulty. That yielded seven comparable cases.
Atthe sametime, these casesreflectedavariety
of industries, ranging from financial services
and tourism to software and renewable ener-
gy. In addition to face-to-face interviews with
the entrepreneurs themselves, we spoke tokey
resource providers, such as VC investors, sup-
pliers, employees or board members, in order
tofind out which specificbehaviors made them
decide to commit their valuable resources,and
which did not.

Symbolic But Substantial Actions
Successful entrepreneurs distinguish them-
selves from their competing peers by paying
a lot of attention to building credibility with
resource providers. They do this through sym-
bolicactions - meaning they convey subjective
social meanings that matter to their counter-
parts.

Based on our research, we have identified
arepertoire of actions common to successful
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entrepreneurs across the range of industries,
one that we believe is also useful for other re-
source-constrained business owners and man-
agers to consider and even emulate. These ac-
tions canbe grouped into four broad categories
of behavior:

1. SYMBOLIC ACTIONS THAT CONVEY PERSONAL CRED~

IBILITY.

2. SYMBOLIC ACTIONS THAT CONVEY PROFESSIONAL

ORGANIZATION.

3. SYMBOLIC ACTIONS THAT CONVEY ORGANIZATIONAL

ACHIEVEMENT.

4. SYMBOLIC ACTIONS THAT CONVEY THE QUALITY OF

STAKEHOLDER RELATIONSHIPS.

Under each of these categories, we give
examples of practical actions that carry sym-
bolism, i.e., that communicate compelling sto-
rylines and leave lasting impressions, thereby
establishing credibility in the eyes of wary re-
source providers. But the symbolism that these
actions carry does not mean that the actions
are all fluff - obviously, experienced investors
cannot be duped that easily. To convince, the
storyline has to carry substantial as well as sym-

bolic meanings.
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Conveying Personal Credibility

The first important category is related to the
personal credibility of the entrepreneur. Do you
seem like the kind of person able to build a com-
pany? In an existing company, do you look like
the kind of person who can manage a major and
complex project competently? How personally
committed are you to the project in which you
are proposing others invest their time, money,
people and equipment?

DISCLOSE MEANINGFUL ROOTS, In our sample of en-
trepreneurs, all were graduates from the same
top business school. However, those who were
most successful in attracting resources had
made sure that the potential resource provid-
ersknewit.

“ILam sort of skeptical about MBA qualifica-
tions,” admitted one venture capitalist. “The
fact (that he let us know that) he was from a
prestigious business school did help.”

The mere fact that you have an MBA may
not set you apart as much as having an MBA
fromarecognized institution. If you’ve gone to
a good school, let it be known. It’s a very sim-
ple way of increasing investor confidence in
the competence of the people they are dealing
with. Besides highlighting your qualifications
and good training, it shows that you have been
deemed worthy of admission into a prestigious
institution.

This example shows that, generally,

“roots,” or membership in a group that carries
animportant and valuable meaning for the po-
tential investors, do help. Depending on the
situation, these roots may include which high
school you went to, your hometown, profes-
sional associations, family or friendship ties,
all of which conveyin the investors’ minds that
you are someone to be trusted more than your
competitors.
PUT YOUR MONEY WHERE YOUR MOUTH Is. Being paid
avery low salary, receiving token wages or for-
going a salary altogether serves two purposes.
On a practical (substantive) level, it keeps
costs to a minimum or cuts them completely,
whichisvital when money’s tight. Ona symbol-
ic level, it shows you are fully committed to a
business youbelieve in. If members of an orga-
nization, particularly the founders, are willing
and able to manage and build a business, even
under adverse financial conditions, it sends a
compelling message.

Consider thisremark by one investor: “Any-
one can make agood business plan. Butit’s got
to be the people behind the business plan. It’s
gottobe their commitment - thatiswhathelps
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