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Abstract

The speed of growth for startups has never been faster, and this growth comes with ethical
challenges for society as the startups bring their innovation to the masses without considering
the full implications of their business. With the aim to better understand the ethical decision
making process of the entrepreneur and how to improve it, we identified two gaps in
entrepreneurial ethics research that we would like to correct and contribute to. The first one is
that many studies fail to consider the challenge of perception of the moral component of
dilemmas, because of this studies inadvertently primed their interviewees to look at the
situation from an ethical perspective, therefore making the situations and findings less
realistic. The second gap we found is in the area of ethical structures, which has been
highlighted by business ethics as a mechanism that aids ethical decision making, however so
far we have not found any study on their use in small companies. With this said our study
brings light on the decision making process of the entrepreneur, their ethical considerations
and the structures used while solving dilemmas, without influencing the perception of the

entrepreneur, therefore giving us a more realistic view of the situation.

We found that in most cases the entrepreneur used an unstructured approach to solve
dilemmas, with instincts or “common sense” as main drivers for decision making. This led
the entrepreneurs to a resolution process focused on company survival, with little
consideration placed on other parties, therefore unethical under stakeholder theory. We
identified a few outlying entrepreneurs, who used values as a baseline to analyze the
dilemmas and relied on structures to structure their thoughts more clearly. We therefore
found evidence that when the entrepreneurs use some sort of structure or value baseline they
did increase their stakeholder considerations and thus were more ethical. Our findings still
need further research to compensate for our study’s limitations, however if our conclusions
are confirmed this has important implications for entrepreneurs, as they were mostly unaware
of the ethical consequences of their decision, and therefore could take actions to avoid this
unintentional mistake; for lending institutions, as ethics has been related to future company

revenues, they should be interested to minimize risk and help society at the same time; and



for educational programs, which are an important part of the entrepreneur’s formation, could

implement the teaching of ethical structures within entrepreneurial programs.
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1. Introduction

The connectivity of the world and the fast pace of technological advances are contributing to
a rapid growth in start-ups; new ventures are now able to reach incredible economical
valuation and to influence the lives of a massive amount of people in a very short amount of
time. A strong indicator of this speed of growth is the famous “Unicorn” label, which
indicates the startup has reached a one billion dollar valuation. Nowadays a company can
reach the “Unicorn” label in about half the time they could in the previous decade (HBR,
2016). Looking at growth from the user perspective, Facebook needed eight years to reach a
billion users, from 2004 to 2012, while new competitor TikTok needed only three years
(CNN, 2019). As start-ups reach massive audiences in very short amounts of time, it is
possible that the startup is not fully aware of the consequences their innovation brings to
society. A perfect example is in the realm of data privacy, with the Cambridge Analytica
scandal, in which the company Cambridge Analytica, obtained through Facebook the data of
over 50 Million facebook users and used it for political aims in the United State’s 2016
elections; all this without the user's awareness neither consent on the usage of their data.
Although the data collection was without Facebook direct awareness, once the company

realized it it did little to solve the situation (The Guardian, 2018).

In this context we can remember that Schumpeter highlighted entrepreneurship both “creates
and destroys” in the process of innovation (Schumpeter, 1942), and while most of the
attention has been focused on how to innovate faster and better, the purpose of our paper will
be focus on the ethical side of this “creative disruption”, on the ethical considerations of

entrepreneurship.
Business Ethics and their Applicability in Small Business

When looking at the ethical side of business, one naturally finds plenty of research and
information within the Business Ethics field; with much documentation on the ethical
decision making process, CSR and Stakeholder theory, and the economic impact of business

ethics (Zhenzhon, 2009). Unfortunately, most of this research has been conducted on large



organizations (Longonecker, 2006) and is not entirely applicable to the small enterprise

(Spence, 2003).

Two major differences between large and small companies are important considerations for

ethics in entrepreneurship:

First is the difference in organizational structure, where smaller firms are more likely to be
owner managed (Spence, 2003), increasing significantly the influence of the founding team in
the ethical attitude of the organization as a whole (Hannafey, 2003); In addition, it has been
found that smaller firms tend to manage ethical matters in a less systematic format compared
to large organizations (Robertson, 1991); Both observations match the general view that the
organizational formalization of start-ups begins in an underdeveloped flexible format and
changes as the company grows in size and complexity (Hannafey, 2003; Wasserman, 2008;

Morris, Schindehutte, Walton and Allen, 2002).

A second and important difference between small and large companies is that new ventures
face the famous “liability of smallness” (Aldrich and Auster, 1986) and the “liability of
newness” (Stinchcombe, 1965). The first one relates to the greater difficulties of access to
capital and tax advantages due to their small size, while the second one is related to problems
in team dynamics and customer acquisition due to the newness of the team and lack of
reputation in the market. Both of these conditions place the new venture in a different
mindset compared to the large organizations that have already surpassed these issues, which
implies that the new ventures are more stressed with the survival of the company (Vallestera,

2019; Morris, Schindehutte, Walton and Allen, 2002).

Entrepreneurial Ethics and the Aim of this Paper

Given the clear differences between large and small companies, it is more appropriate to
review the ethical considerations from startups using the research done in Entrepreneurial
Ethics. A 2019 bibliometric review of all papers related to the field found that over the past
twenty years, most of the research can be clustered into three sections: the ethical competence
and dilemmas of the entrepreneur as an agent, the ethical dilemmas within the organizational

context and the ethical implications of entrepreneurship at a societal level (Vallaster, Kraus,



Merig6 Lindahl and Nielsen, 2019). Within all categories, much attention has been placed on
the entrepreneur as the ethical agent and key driver of ethics at all levels, however we noticed
three important aspects that have not been properly addressed in the research and we strongly

believe they should be considered when studying ethical behavior in entrepreneurship.

First, among the research of how the entrepreneur handles ethical dilemmas, the
characteristics and clarification of which situations are ethical dilemmas remain inconsistent
across studies. For example, while studying the ethical values of US entrepreneurs, Diana
Payne and Joner (2006) removed the legal component of ethical dilemmas: “Making moral
or ethical judgements implies that the decision-maker is concerned with the moral rightness

or wrongness of the decision,_rather than the legality of the decision”; on the opposite end,

Longenecker et al (2006) evaluated ethical considerations of small and large business by

asking them a set of multiple dilemmas, many of them incorporating legal aspects, “In order

to increase profits, a general manager used a production process that exceeded legal limits

’

for environmental pollution”; and in a study of small business owners in the UK, Vyakarnam,
Bailey, Myers and Burnett (1997) , did not clarify the nature of ethical dilemmas at all and
simply asked the entrepreneur “Describe an ethical business dilemma you have recently
faced and How did you resolve it, if at all?”. The lack of consistent definition asks for an
additional effort on the researchers side to do the “philosophical homework™ and have a

clearly defined and justified definition of ethical dilemmas before conducting any study, we

aim to provide at least one consistent definition in this study.

Second, within the studies of ethical decision making and evaluation of moral competence,
different frameworks have highlighted that one of the first steps in the process involves the
ability of the user to identify the moral components of the situation (Jones, 1991), a step that
can be be defined as “Moral sensitivity” (Rest 1999) or “Moral Maturation” (Hannah, Avolio
and May, 2011). It is therefore expected that before one can behave ethically one must be
able to identify the ethical components of the situation (Hannah, Avolio and May, 2011).
Some of the studies within Entrepreneurial ethics (Ex Vyakarnam, Bailey, Myers and
Burnett, 1997; and Robinson, Davidsson, van der Mescht and Court, 2006) informed the
entrepreneur beforehand that these dilemmas should be solved from an ethical perspective,

therefore removing the challenge of identifying the ethical component. This then raises the



question of how likely are the findings to be replicated in real life as it is unexpected that the

user always thinks of the ethical component of dilemmas if not prompted to.

Third, it has been highlighted that the ethical behavior within a company is dependent on the
ethical structures in place (Morris, Schindehutte, Walton and Allen, 2002), however besides
the study of Morris (2002) little attention has been placed on the structures the entrepreneur
uses or has in place to solve ethical dilemmas (Vallaster, Kraus, Merig6é Lindahl and Nielsen,
2019); This is probably because the obvious expectation is for the startup to have no
structures at all (Heath, Kaldis and Marcoux, 2018); however given how having structures
can enhance decision making (Morris, Schindehutte, Walton and Allen, 2002) it is of our
interest to confirm and clarify, which structures, if any at all, are used by the entrepreneur to

solve ethical dilemmas.

By placing extra emphasis on a standardized definition of ethical dilemmas and removing any
ethical perception priming in the entrepreneur, we aim to have the right research conditions to
understand how the entrepreneur will handle dilemmas in real life, in other words “how will
they really handle the dilemmas if they didn't know this was a research”. By evaluating the
structures used during the process, we will not only increase our understanding of the
decision process, but we will be able to evaluate the benefits, if any, that structures bring in

the process.

We expect the outcome of this research to highlight the current ethical considerations taken
by entrepreneurs of new ventures, and to provide us valuable information on the main factors
involved during the process, specially the value of structures; with the results of our research
we aim to contribute the field with confirmation of current ideas that haven't been proved in
the context of our research, and to find areas of opportunity that would increase the ethical

considerations in startups. With this said, we call our research:

An understanding of how entrepreneurs solve dilemmas, their perception of ethical

considerations and the structures used during the resolution process.

To explore this question we will conduct qualitative interviews with new ventures, in which

we will place them in semi-hypothetical ethical dilemmas scenarios and record the different



considerations they make when solving these. In the following chapters we will define the
theoretical framework of our investigation and our research methodology, and explore our
general findings. We will then finalize the paper with an analysis of the results, concluding

remarks and future research implications.

2. Theoretical Framework

Introduction

In this study we will be exploring the methods and/or structures entrepreneurs use or don’t
use when faced with decisions which involve a conflict of values, otherwise known as ethical

or moral dilemmas (we shall be using these interchangeably).

In order to explore the decision making process entrepreneurs go through when faced with
these dilemmas we have defined a number of key concepts which will enable us to, in a first
instance, conduct the study and, in a second, interpret the qualitative information we will
receive through the interviews we will be conducting. The key concepts we defined are: what
do we mean by ethics; what do we mean by values (when we talk of a conflict in values);
what do we mean by ethical or moral dilemmas (which place the values into conflict); and
what do we mean by methods/structures (which aid the entrepreneur in resolving the conflict

in values).

Key Concepts

A Definition of Ethics

Let us begin by defining what we mean when we talk of ethics. “At its simplest, ethics is a
system of moral principles” (BBC, n.d.), principles which are meant to guide how we lead
our lives and make decisions, usually with the concern of doing what is good for individuals
and society. In other words, ethics is the system of moral values each individual upholds.

Business ethics (also known as corporate ethics) is then a form of applied ethics, that
examines ethical principles and moral or ethical problems that can arise in a business

environment (McConnell, 2018). One major theory within business ethics, and the one which
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we are taking as the base for our study, is “stakeholder theory”. The concept of stakeholder
theory entails the engagement of all stakeholders in a business and their need to be heard and
taken into account by companies (Mason & Simmons, 2014). Indeed, the theory calls for
“the management of a firm to conduct itself with a view toward the well-being of all of the
stakeholders of the firm and not only that of the shareholders of the firm” (X. Chen & Kelly,
2015). And further proposes that regardless of the potential for improved financial
performance, a firm should resolve ethical dilemmas by finding the optimal balance among
all the important stakeholders such as stockholders, employees, customers, suppliers, the
community and society, without violating the rights of any stakeholder. (Clarkson, 1995;

Donaldson and Preston Page 3 995; Freeman, 1994)

The definition of ethics we shall be taking for the purposes of this study is therefore a set of
moral principles meant to guide how one leads their company or organisation and make
decisions within them; decisions which concern what is right and good in regard to all
stakeholders involved, which include but are not limited to ourselves, our employees,
customers, shareholders, the environment, society, etc. In other words, harmony between

your company values and that of your stakeholders should be the ideal moral situation.

Therefore an ethical decision is one in which the entrepreneur is considering the good of all
relevant stakeholders involved; and an unethical one is when the entrepreneur is not
considering the good of all relevant stakeholders in their decision. This can put the
entrepreneur in a difficult situation at times where he is able to consider all stakeholders
involved, yet not able to uphold the “good” for all stakeholders involved. For this reason we
shall argue instead that an ethical entrepreneur is one which considers all stakeholders

involved and at least attempts to generate an outcome which is good for all parties involved.

A Definition of Values

It is also necessary to now define what we mean by ethical values. Taking from our just
defined definition of what is ethics, we have said that doing what is right for all stakeholders
involved, where the stakeholders can be, but not limited to, ourselves, our employees,
customers, shareholders, the environment, society, etc. Values are therefore associated with

doing good for a stakeholder; i.e. doing good for oneself can be a value to uphold or doing
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good by your customers could be another. These we believe, in this manner, can be split into
two groups: those which are generally believed to be business related, or the survival of the
company, and those which are more morally related, we shall call empathetic values. Thus in
our definition of what we consider to be ethics is the combination of the companies survival
values and empathetic values, whereby survival values involve those stakeholders such as,
yourself, your company, your employees, and shareholders; and your empathetic values are
those which cater to the external third party stakeholders such as one’s customers,
environment and society. Furthermore, within this study we are not taking any legality to
equal morality or ethics, as these should be dealt with under the banner of the law and not
under one's ethical considerations. And this is an important point to note as our definition of
ethical values as we have just described differs greatly from what has been implied
throughout prior research (Payne and Joner, 2006; Longenecker et al, 2006), which has taken

ethics to be a muddled understanding of values and law.

Ethical Values = Company Survival Values + Empathetic Values

A Definition of Moral Dilemma (and their business manifestation)

There are a few types of moral dilemmas which we will explore shortly however, it is
important to start with the most commonly known moral dilemma within philosophy: that of
a conflict between two moral values, where “an agent regards herself as having moral reasons
to do each of two actions, but doing both actions is not possible” (McConnell, 2018). The
crucial features of this dilemma are thus: An agent is required to do each of two or more
things; the agent is only able to do one of these, but she cannot do both or all of them; thus
the agent is condemned to moral failure, whether she does something or takes no action at all.
This dilemma is brought into the business context by Aviva Geva (2006) who calls this the
“genuine dilemma”. An example of a genuine dilemma could be that of client prioritisation,
where one’s value of being able to deliver a project is pulled into question. E.g. you are faced
with having to deliver two reports, both equally time consuming, to two different clients. You
have enough time for one but not both reports, and you are unable to hand over one of the
reports to a colleague or postpone either of them. Furthermore, you know that these reports

are equally important to each client. What should you do?
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Geva also identifies three more types of moral dilemmas within business ethics: the no
problem problem, the compliance problem, and moral laxity (Geva, 2006). However, as these
cases do not place the entrepreneurs values into contrast or have to do with legislative ethics,

we have chosen to not include these within the purview of our study.

There are, however, two more moral dilemmas which the genuine dilemma misses out on
accounting for, and ones which are more usually associated as being moral dilemmas within
the business context. These dilemmas arise when doing the morally right thing produces a
bad outcome; and when doing the morally wrong thing produces a good (for the business)
outcome. In other words, “We can have the satisfaction of being right, regardless of the
damage done; or we can aim for what seems to be the best outcome, regardless of what
wrongs must be committed” (Tota & Hidajet, 2012). These dilemmas we will be referring to
throughout the study as Right-Bad (RB) dilemmas and Wrong-Good (WG) dilemmas
respectively.

Examples of such dilemmas could be: in the case of being morally right yet producing a bad
outcome, having to choose between going to an important family event or missing the event
to finish work. You have a more empathetic moral obligation to be there for your family,
however if you were to go it could cost you or your company valuable time/money. On the
other hand, in the case of doing something morally incorrect for the sake of a good outcome,
we can think of the situation in which one could have to lie in order to get ahead. You could
be aware that the lie would bring no real consequences and no one would be hurt by the
action, however, lying is generally considered to be an immoral act.

These last two dilemmas, the RB and WG dilemmas, actually often form two halves of the
same coin. What we mean by this is that often the same dilemma can be either RB or WG,
depending on the choice made by, in our case, the entrepreneur. For example, when making
the choice between family and work, we would conventionally see choosing family over
work as the right decision producing a bad outcome for the business, and choosing work over
family as the wrong choice yet producing a good outcome for the business. For this reason
when it comes to writing the dilemma cases we will be exposing our interviewees to, we

intend to take into consideration these last two dilemmas as one.
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In summary, a moral dilemma within the business context can therefore be described as one
of these: a conflict between two non-overriding moral values; and favouring personal values

in exchange for moral failure, or moral correctness in exchange for personal failure.

Before we define what we mean by structures entrepreneurs could use in dealing with these
dilemmas, we feel it is necessary to note the fact that throughout this study you may question
whether what we are presenting truly ethical dilemmas at all. Here we would like to address
this and argue that as we have taken ethical values to be those values related to the good of all
stakeholders, and can be seen therefore as the combination of business related values and
empathetic values; ethical dilemmas are therefore similar in nature as they put into contrast
the companies survival values and empathetic values, and don’t necessarily have to be
explicit in their “ethical-ness”, our case on having to decide between two clients is an
example of this, which we will describe more in detail later on. Furthermore, by not making
our moral dilemmas overly explicit about their ethical nature we are better able to not prime
our interviewees into considering the ethical side of a dilemma, and therefore make greater
considerations towards their stakeholders, when they would not have done so if the

“ethical-ness” had not been explicitly presented to them; like prior studies have done.

Defining Structures

Finally it is important to clarify what we mean by structures or methods and core values
which we believe play a role in aiding the entrepreneur in making decisions when confronted
with an ethical dilemma; and thus will be what we as researchers will be looking out for

during the interviews we will be conducting.

According to a paper by Morris (Morris, et al, 2002), there are two sets of structures which
can aid in ethical decision making: implicit structures, which largely relate to values and
culture of a company, and explicit structures, which are mostly the visible documents which a
company may have in place such as code of ethics, manuals and protocols, which arise from
the influence of the government/industry.

In essence the explicit ethical structures are those documents which a company may reference
as a guide book for making ethical decisions. While on the other hand, implicit structures fall

under the banner of less structured means of guiding decisions about ethical dilemmas and
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can be seen as relying on the entrepreneurs and the company’s core values. “Core values are
part of both structures, and represent the starting point for the model. Values play a defining
role in the moral life of the firm” (Solomon, 1999). “They provide guidance on the resolution
of ethical dilemmas employees meet in the course of their day-to-day professional lives”
(Webley, 1999).

These accounts of structures however, aid only in representing the more traditionally viewed
ethical values. For this reason it is important for this study to acknowledge also any similar
structure which aids in the consideration of more business based values, such as the good of

the company.

Finally in relation to upholding values, there are a number of ethical tools which are made to
aid in decision making around morally ambiguous situations, or moral dilemmas, in order to
uphold one’s ethical values. These are akin to perhaps a method of resolution, and in some
ways can be seen as a formal structure. “An ethical tool is a practical method and/or
conceptual framework with the main purpose of helping the user(s) improve their ethical
deliberations in order to reach an ethically informed judgment or decision” (Moula & Sandin,
2015).

In conclusion, when we refer to structures in this study, and what we will be looking out for
during the interviews, are any explicit formal documents, implicit value based culture or

thought process and the use of any formal frameworks that aid in decision making.

Summary

What is important to remember however, for the purpose of this study, is that being ethical
within business means upholding the values, and thus the good, of all stakeholders that could
be involved in a decision where a conflict of these values arises. That these values are both of
business and empathetic nature and their conflict can be perceived as either a genuine
dilemma, a conflict between two non-overriding moral values, or as “Right Bad/Wrong
Good” dilemmas, favouring personal values in exchange for moral failure, or moral
correctness in exchange for personal failure. And finally, that an entrepreneur may make use

of a number of structures which can take the form of explicit formal documents, implicit
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company values or thought process and tool-like formal frameworks; in order to aid in

making decisions around these moral dilemmas.

3. Research Methodology

In this section we provide further details of the research methodology, the sample set,
collection and analysis of the data. Given the objectives of our study we decided to use
qualitative semi-structured interviews with ten entrepreneurs, placing them in five different
semi-hypothetical scenarios in which the entrepreneur solves a dilemma. During the
interviews we asked the entrepreneur to voice their thought process so that we could gain
greater insights into how they solve these challenges. With the aim to better understand the
context in which the entrepreneur makes decisions, we collected general information about
the startup, such as existence of co-founders, size of the team, years of operation, advisory
board, board of directors or ethical structures in each company. Once we finalized the
interviews, we used coding to help us visualize better the data and in-depth transcript reviews

to properly assess the context and find the inherent patterns behind the resolution process.
Research Design

Given the complexity of ethics, its social aspect which is hard to quantify and the time
available for us to make the study, we decided that the most effective method for research
would be an inductive approach that would help us build our conclusions as we progress with
the analysis. As highlighted by Bryman and Bell, (2015), by using qualitative methods we
“try to appreciate inherent patterns rather than to impose preconceived ideas on the data”,
which is a very beneficial approach when studying something as complex as ethics, with
multiple subjective interpretations and many contextual references. Therefore our

methodology falls entirely within the qualitative format.
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Semi-Structured Interview with Verbal Protocol

Taking inspiration from other studies of ethical dilemmas (Vallesteros, 2018), and with the
aim to answer the question, “how would you solve this hypothetical dilemma within your
company context?”, we decided to use a method that would give us rich perspectives from the
entrepreneurs side in a topic that doesn't have clear and uniform “black and white”
characteristics, such as ethics. By looking at the different methods available for data
collection (Bryman and Bell, 2015), the semi-structured interview was our preferred option
due to its flexibility of data collection for qualitative research and the richness of the data we

could collect .

In order to enhance our insights of the thinking process of the user while solving the
hypothetical dilemmas, we decided to add the verbal protocol feature in the study. Verbal
Protocol is a cognitive task analysis technique, in which the user is asked to verbalize their
thoughts while performing an activity or solving a problem (Ward, 2014); in simpler terms,
verbal protocol refers to “thinking out loud” while answering the hypothetical questions we
ask. Verbal Protocol is commonly used to generate a large amount of details in questions
related to the usage of working memory, such as decision making (Research Methods -
Verbal Protocols, n.d.). This technique will improve our understanding of the considerations
involved while solving the ethical dilemma and by default illuminate if there are any ethical

structures involved, even if the user is not conscious of it.

Semi-Hypothetical Scenarios: Dilemmas Applied to the Company Context.

With the methodology to gather data chosen, we then searched for the best way to place the
entrepreneur in a situation in which they could identify themselves within the dilemma and
that it would be easy to associate the new venture conditions in the context to resolve the
dilemma . We initially thought of placing the entrepreneur in entirely hypothetical case
studies, a practice done by the famous Moral Competence Test from Georg Lind (Lind,
2008); however, by placing the entrepreneurs in entirely hypothetical situations we would
have run the risk that the entrepreneur would not really connect with the situation and would

provide us with an answer that would not stress the conditions of their startup. We could have
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solved this by tailoring the hypothetical scenarios for each interviewee, however this would
have created an unnecessary workload and would have compromised our ability to compare
and contrast the interviewee’s answers. Due to this, we decided to use semi-hypothetical
scenarios, in which we use situations that are common amongst all companies, such as hiring
or firing people or working with clients, and then ask the entrepreneur to imagine a situation
that is applicable to their company. Once the entrepreneur explains his/her approach for the
dilemmas, we will use strategically different open-ended questions so that we can gather

additional insides of the decision making progress.

Interview Guide

In order to be practical in our approach and not saturate the entreprencur, we decided to
divide the interview in three sections. First, make a small introduction of the study and ask
the entrepreneur to share with us a brief description of their startup; this would allow us to get
familiar with the conditions of the business and set the context for the dilemmas. Second, we
ask the entrepreneur to solve five different semi-hypothetical scenarios, and right after
collecting the initial approach of each dilemma we will use different open ended questions to
gather extra information on the resolution process. Third, we would conduct a final open
questioning of the entrepreneur’s startup’s ethical structures in place, such as code of ethics,
ethical training, etc. in order to tie any loose ends up and give further context to their

previous answers. We estimate that the whole interview should take 45 mins on average.

You can see below a small visualization of the interview structure per each dilemma.

Ethical dilemmas interview structure

Ethical dilemma

-— ¥ =

—

Has this ever happened? Is the decision taken in Do you use any non-human Are there any indirect
isolation? guidance? repercussions of your
decision?
Is this a common way to ) .
handle? — an formaIyC(nm an Is this something common? — How would you evaluate
’ v PaANY " tormal culture them?

culture guidance?
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The way in which the interview will therefore progress is thus: Firstly we will make the
interviewee aware that there are no right or wrong answers; that we are simply investigating
how startups make decisions. Furthermore they will be told that the cases and many of the
follow up questions will follow similar structures in order to maintain consistency, so as to
not confuse them during the interview. At this point we will commence the interview and
introduce the first of the dilemma cases we have created (these are described below). We will
be the ones reading out the dilemmas and asking the interviewee to vocalise all thoughts and
reasonings around the case (verbal protocol) in order to gather as full a data picture as
possible. After letting the interviewee express initial thoughts, depending on their own out
loud thought process, we may aid the direction of thought by using the questions illustrated in
the structure above. This is because we aim to only gather information about the structures
used in order to make decisions and not necessarily the actual decision made. For this reason
we provide followup questions to the dilemma cases, such as whether this decision was taken
alone or if others were involved; how then were the decisions processed, with guidance from
a formalised tool or rather through a team discussion?; and if evaluation of external factors
were taken into consideration, how were these considered. The aim as we have mentioned is
to, as best we can, create a clear picture of what processes any startup goes through when

faced with an ethical dilemma or conflict of values.

This interview structure will be used during each and every one of the dilemma cases below,
meaning that we will be gathering consistent and categorizable information from the

qualitative interviews.

Dilemmas

The dilemmas we will be using to investigate the structures used by startups to resolve them
are two fold: the genuine dilemma, as we explored above is a conflict of two non overridable
values, of which we have identified one real world cases; and win/lose dilemmas, which as
we defined above are those which are two sides of the same coin, either you do stick to your
values but encounter a loss, or you cross your values and enjoy a benefit; for these we have

identified four real world cases. Following are the real world dilemma cases described:
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Genuine Dilemma Cases

Two Non Overriding Clients. In this scenario you are faced with the situation of having to
deliver two ongoing projects to two separate clients at the same time. You know you should
complete both projects, however, you are aware that you will only be able to complete one of
the projects on time and unable to complete the other. Meaning that whatever you do you will

risk losing one of your clients/projects. How do you make your decision?

Win/Lose Dilemma Cases

Investor Scandal. In this scenario one of your main investors is involved in an ethical
scandal. You are aware that without his/her investment, your company will suffer greatly,
however, the scandal he is involved in goes against everything you stand for (a repulsive

situation). How do you make your decision?

Family Over Work. In this scenario you are faced with having to choose between your
family or your business. You have an important family event coming up, which you have had
in your calendar for a while, however an important business opportunity or problem has come
up last minute which would require your immediate attention. Going to your family event
will definitely hurt your business, however sorting out your business’ situation will equally

hurt your family relationship. How do you make your decision?

The Tax Loophole. In this scenario you or your accountant has found a legal tax loophole,
which allows you to save a considerable amount of money, however you are aware that this is
simply an oversight from the tax office, and if all businesses were to indulge in this, there

would be considerable problems for the government. How do you make your decision?

Employees and Financial Problems. In this scenario you are faced with financial
difficulties which threaten to bankrupt your business, however the outcome is uncertain. You
are aware that if you communicate these problems to your employees you may risk losing
them, however you are also aware of your obligation towards their wellbeing, and that by not
communicating this problem you may jeopardize their financial situation. How do you make

your decision?
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Variables

The purpose of this study is to look into how the entrepreneur solves ethical dilemmas and
whether they use any structures or values as we have defined them earlier. Therefore, the
variables to this study will be the answers given by the entrepreneur, which can fall into one

of three categories: the structure, the semi-structure and the values.

The structures are mostly the visible documents which a company may have in place such as
code of ethics, manuals and protocols, which act as a strong guide to how one resolves an

ethical dilemma.

Semi-structures are those more akin to mental frameworks or mind mapping tools which

provide a means of structuring thought but do not impose themselves upon the entrepreneur.

And finally, values. These can be very unstructured or form part of a company vision or
company culture; however most importantly, compared to the previous two they do not
impose a formal way of resolving dilemmas or provide a framework through which

structured thought can come from.
Sample Set

There were two criteria we used for the companies in this study. The first one was company
age, in which we aimed to have all startups be less than 3,5 years since their founding. The
reason for this criteria is two folded; first because it is highlighted that within the first years a
ventures survival rate is highly in question, with 46% not making it pass the fifth year of
operation (Grant et al, 2019), therefore we didn't want to have older companies in our sample
set that already passed the liability of newness and might not really reflect the startup
challenges at the beginning. Second, we took inspiration from the Global Entrepreneurship
Monitor definition of Total Early Stage Entrepreneurial Activity (TEA), which defines the
percentage of the entrepreneurial population that is either nascent entrepreneur or
owner-manager of new business (GEM, 2019). There are no clear age limits for nascent

entrepreneurs, however there is a time limit of 3,5 years for business owners, we take this
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time limit for our study. By aiming for the 3,5 years mark we ensured that our findings could
be contrasted with the TEA findings from GEM Reports, which have been highlighted to be
used for entrepreneurship policy worldwide.(GEM, 2019).

The second criteria used to select companies is that the company should be considered a
startup; unfortunately there is no consensus on a definition of a startup and even our efforts to
define it brought questions on the words and meaning behind an official definition. To avoid
issues in terminology, we limit our study to companies that have participated in incubators
and accelerators, which are commonly perceived to be what we consider as startups. In order
to have the same financial perspective and considerations, all the companies in our sample set

were for-profit and with a drive to grow and expand the business as soon as possible.

We interviewed 10 entrepreneurs in total; all of the interviewees were located in Sweden with
the exception of one that's currently located in Barcelona but is moving to Sweden in the next
few months. The entrepreneurs were selected from a pool of startups that we gathered from
the websites of swedish incubators such as Minc in Malmo, Ideon in Lund or Sting in
Stockholm. All entrepreneurs were first contacted via email to introduce the general features
of our study, with the actual interview being conducted over video call (with the exception of

one).

Due to the study restrictions that we will mention later on, we did not have any extra
objectives for the sample set; however to make it easier to visualize the context in our
findings, see below additional characteristics of the sample set (which we did not plan for):
e All of the entrepreneurs were founders of the startup from the very beginning
e The group of entrepreneurs were mostly swedish, and male, with only two
entrepreneurs being female and two being non-swedish.
e 30% had an official board of directors, 50% had an official advisory board
e Average company size is 10 employees, with the smaller size being 2 employees and
the larger 20.
e Average age was 2 years of operation, with the youngest one being 8 months old and
oldest 3 years old.

e 30% were solo founders, with the average company having 2,5 Founders in the team
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e We had a wide variety of industries, from Food industry to Al consulting and Waste
Management, interestingly enough 50% of the companies provided their service as

SaaS.

Data Collection

All interviews took place from the 25th of March to the 8th of May 2020. Before all
interviews began we informed the entrepreneurs about the nature and usage of the study,
gathered their respective consent forms in which they were made aware that this is a
voluntary participation and of their ability to exit the study at any time. All but one accepted
the interview to be recorded. The recordings were done with an Iphone and with the
recording function of the video call provider we used to hold the interviews. The transcripts
and analysis of the interviews were conducted by use of the Otter.ai platform, which allows

you to automatically transcribe and edit voice recordings.

To ensure confidentiality and anonymity, no mention of any company name or person is
disclosed in this paper; all the findings are done through the aggregate analysis of the
interviews. As per general academic paper expectations, all analysis and interview transcripts

are available upon request.

Analysis of the Data

As already highlighted in the previous paragraphs, we didn't hold any prior hypothesis and
rather chose to explore the data in order to find hidden patterns that would provide us with
the answer to “how does the entrepreneur solve dilemmas?”. Among the many methods
available within qualitative research, for the first steps we decided to use Coding, a method
from grounded theory in which the data (in this case the interviews) is broken down into
component parts, which are respectively given names (Bryman and Bell, 2015), in other
words, we would identify key statements within the interview transcripts and give them labels

that can be used across interviews. The reason we decided for this technique is because, as
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highlighted by Bryman and Bell (2015), “practitioners of grounded theory.... stress the
importance of allowing theoretical ideas to emerge out of one’s data.”, therefore we used
Coding strategically to help us visualize the data in emergent fashion, giving us enough
flexibility to look at the data from different perspectives; this technique was not used once
but multiple times, something similar to the comment from Coffey and Atkinson (1996) that
highlight the benefits of different levels of coding. With this said, for the full analysis of the
data we used a combination of coding and in-depth analysis of the transcripts to arrive at our

conclusions. The process details are explained in the two steps below:

Coding for visualization - build multiple matrices for different perspectives of the data.

With the interviews finished and transcripts prepared, we then conducted the first coding of
the data (Annex 1), by simply creating a matrix of the main startup characteristics and the key
criteria/processes used during the resolution of each dilemma . This basic exercise helped us
to conduct the next step of analysis, in which we built a list of all the resolutions, processes
and considerations made by the entrepreneurs while solving the dilemmas (Annex 2); and
with this list in hand, we were able to identify the first patterns while resolving dilemmas. For
example we started seeing almost intuitive importance of business metrics, common sense,
lack of structure and the importance of personal values. All this information was reorganized
into a new matrix, in which we were able to see the “structure and unstructured” approach to
the dilemmas and if the approach affected the considerations, the judgement or the decision
making of the entrepreneur. This information was structured by dilemma type and startup so
we could see certain patterns among dilemmas and within the individual startups’ approach to

them.

In depth transcript analysis - the cultural context and motivations behind each dilemma

Thanks to all the different perspectives provided by the matrices, we started building an
image of the situation as a whole, however given that we only had a very small sample and
this is not a quantitative analysis, we really couldn't make strong claims based only on the
isolating nature of the coding exercise. For this reason we proceeded with the second stage of
the analysis and conducted in-depth reviews of the transcripts, in which we listened again to
all conversations and discussed in great detail about the contextual motivations of the

entrepreneurs while solving each dilemma. For example, we noticed one entrepreneur had a
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very poor opinion about involving the team while making decisions, so we dug deeper into
why this would be the case and how the cultural context might have influenced this. After
reviewing all transcripts we collected all observations into a single document and once
finalized we searched for the most valuable and consistent observations based on the research
question. We used a few different mind-maps to help us visualize the interconnectivity of our
conclusions and build larger concepts that could explain better the data we collected. What

you see in the findings section is the outcome of this process.
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4.- Findings

General findings

When we began this study, while we had wanted to look at the tools or structures used by
entrepreneurs to resolve ethical dilemmas, we had also decided to avoid any kind of
preconceptions and have a fully explorative approach in our research question, given that we
had defined a very unique approach to ethics, dilemmas and the interview process; and thus
wanted to avoid any bias towards a specific outcome. With this said, it is not surprising that a
large part of our studies outcome is in line with findings from other studies. To be more
specific, we found that the entrepreneur most of the time does not have any formal process,
structures, tools nor methods to deal with ethical dilemmas and that the decision process is
heavily dependent on the personality of the entrepreneur, with common sense/gut
feeling/instinct being one of the most cited decision making methods employed. Although
these findings are not truly original, it has been important to confirm them as part of the
European new venture context in the digital era anyway.

However, in order to truly answer our research question, we delved deeper into the interview
transcripts, searching for the reasons that lead the entrepreneurs to behave the way they did.
And what we found were three topics which repeated themselves throughout the interviews,
and which are interesting insights into the way in which entrepreneurs confront ethical
dilemmas, how they rely on their common sense or gut feeling but also sometimes show
greater ethical consideration in certain cases.

From this we have defined the following three subchapters: 1) The issue of perception of
ethics within dilemmas; 2) Survival over empathy: the issue of limited consideration; and 3)
Structure's aid in ethics and stakeholder consideration.

In these subchapters we explore how all the entrepreneurs struggled to identify the ethical
nature of the business situations we exposed them to; how they relied on their gut feeling and
instinct for company survival first; and how when they did use a form of structure in their
approach of the dilemmas, they exhibited better stakeholder consideration and thus a higher

ethical standard.
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The issue of perception of ethics within dilemmas

As we defined earlier in our theoretical framework, business ethics, and therefore that which
entrepreneurs should be concerned with when making decisions, concerns itself with that
which is right or good for all stakeholders involved (i.e. oneself, employees, customers,
shareholders, the environment, society, etc.). In other words, when making a decision about
certain situations, an entrepreneur should be evaluating the good for all relevant stakeholders

involved, in order to make an “ethical” decision.

Within prior research (Vyakarnam, et al, 1997; and Robinson, et al, 2006), however, on how
entrepreneurs deal with ethical dilemmas, the interviewees were consistently primed by the
researchers to consider the ethical side of situations by asking them about their ethical
challenges, rather than presenting them with situations and allowing the entrepreneur to view
or perceive the potential ethically correlated conditions associated. Priming the entrepreneur
as past research has done we beelieve leads to an increased awareness on the entrepreneurs

part of the potential ethical considerations involved.

For this reason, we had opted in favour of presenting entrepreneurs with dilemmas in the
form of regular business challenges and asked them how they would handle the situation.
Because by conducting the interview in this manner we were minimising our influence on the
entrepreneurs interpretation of the cases, we noticed that all our interviewees in most of the
cases struggled to perceive the ethical side of the dilemmas.

This makes sense as we could view the entrepreneurs “sight” of their stakeholders as tiers or
circles around them, where the closest circle to them contains the values closest to the
entrepreneur, such as the survival of the company, the next circle perhaps involves upholding

company values, such as the wellbeing of ones employees, and the circles or tiers further out
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contain the values of third party stakeholders such as ones clients.

Third Party
Values

Company
Values

Entrepreneurs
Values

However it is important to note that the values closest to the entrepreneur are the most
mutable, as an entrepreneur could uphold the value of being environmentally friendly which
involves a third party stakeholder, thus, as we will see later on, break through in some way,

the tiers of circles.

Some such examples of these entrepreneur values expressed in the interviews we conducted
are: "Based on my personality...I'm not too business minded..I would check my loyaltee" or
“First thing is, is it the project for 100 people versus a project of 50,000? Yeah. Right. I
mean, obviously, you're going to need to take that into consideration. And in that case, I

mean, yes, we would go for the 50,000.”

What this means, however, is that in most cases entrepreneurs exhibit a form of stakeholder
blindness or myopism as their considerations have to venture further away from their

personal value center.

Perhaps this finding is not all that surprising, however, what is interesting is that we found
that in the cases where the entrepreneurs exhibited more structured approaches to resolving
the dilemmas or had baseline values from which to judge from, they were better able to take

into consideration multiple stakeholders other than merely the well being of their company or
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themselves.

The fact that the entrepreneurs were unaware of the ethical side of the dilemmas is further
supported by the fact that in the cases in which we made the traditionally considered “ethical”
side of things more evident, i.e. considering the good for all stakeholders involved, in cases
such as "the tax loophole" and "employees and financial problems", where they were
confronted more forcefully with possible third party consequences, the entrepreneurs stopped
to consider their wider gamut of stakeholders more clearly, for example the wellbeing of their

employees or how their investors may react.

What we mean to make present through this first short elaboration is that, before we can
make any claims about the ability of the entrepreneur to make ethical decisions, it must be
first noted and acknowledged that the entrepreneur starts with a form of ethical blindness, or
rather that they struggle to perceive the ethical side within cases where ethics is not explicitly
provided as a point of consideration. This is also supported by other studies on ethical
decision making and evaluation of moral competence, which highlighted that one of the first
steps in the process involves the ability of the user to identify the moral components of the
situation (Jones, 1991), a step that can be be defined as “Moral sensitivity” (Rest 1999) or
“Moral Maturation” (Hannah, Avolio and May, 2011). Furthermore, as we elaborate later on,
we believe this blindness i1s exacerbated when there is minimal to no structure or values in
place to aid their “sight”, and that ethical considerations are aided when there is a form of

structure or baseline value system in place to aid the entrepreneurs decision making.

In summary, because of a lack of use of structured approaches to resolving dilemmas, the
nuances of ethical consideration towards all stakeholders is in many ways lost on the

entrepreneurs we interviewed.

Survival over empathy: the issue of limited consideration

Before we look into how structure aids the entrepreneur in their ability of stakeholder
consideration and thus ethical behaviour, we will look into how in the majority of cases they

did not.
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Because of the lack in structure, as mentioned before, we observed a tendency from the
entrepreneurs to jump to the values closest to them and their entrepreneurial circle, which
often represented the survival of their company as a means for resolving the dilemmas, and
failed to consider their wider gamut of stakeholders that could be involved in their decision
making. The entrepreneurs would say things like: “it's the risk multiplied with potential profit
or burn back”.

These kinds of values which were emphasised were business related, in other words a
majority of the entrepreneurs we talked with, in a majority of cases, started out their
elaborations with profit and loss analysis or which customer was the largest or best for the
company image. Note, however, that we do not deem the consideration of these values as
unethical, and completely understand that these considerations are natural and necessary. And
of course it must be acknowledged that there are times in which only some and not all
stakeholders are necessary to be considered when making decisions. However, more often
than not the entrepreneurs we interviewed halted their considerations at their own company's
best interest; and it is these who limit their considerations that we are deeming in our very

light definition of business ethics, as being unethical.

For example, when faced with the first dilemma of choosing between two clients one
entrepreneur said: “I would focus on the biggest potential... I mean sales figures, revenue

figures...”.

This is also linked to the fact that many entrepreneurs highlighted the need for flexible work,
and that they have to make decisions fast. "We don't have protocols for doing things, we
focus on moving fast" was highlighted by one of the entrepreneurs, implying the need for
speed and lack of structure. “it depends on the leadership style, when you are mild and want
to rely on the written agreements”. Furthermore, since the teams are usually small in size, the
entrepreneur is in constant communication with everyone, either by proximity or simply
through an overlap in roles. Because of this proximity the value of structure is not really

appreciated and more informal approaches are prefered as a way of working.

The unfortunate possible consequence of this is that with a less structured approach and

reliance on what in effect is instinctual or gut feeling decision making, is largely correlated
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with biased judgement (Kahneman, 2011). If this is the case there could be a more serious
issue for unstructured entrepreneurs' relationship with ethics and could lend a hand in
explaining how so many of the "move fast and break things" silicon valley startups push the
boundaries of ethical behaviour and often infringe on stakeholder values.

In summary, because of a lack of use of structured approaches to resolving dilemmas, there is
an over-reliance on gut feeling which leads to limited consideration of all possible
stakeholders involved or which should be considered within the scope of the dilemmas if one

is to make an ethical judgement.

Structure's aid in ethics and stakeholder consideration

While most of the entrepreneurs we interviewed struggled to perceive the relevant
stakeholders that could be involved in a given situation or acknowledge the ethical side of the
cases we presented them, there remained a few cases in which some acted as outliers.

In these cases we noticed there was a form of consistency between them in the form of
greater structure and/or use of baseline traditionally considered ethical values when making
decisions on the cases we presented them. This did not mean that the entrepreneur was more
aware of the ethical side of the cases, however they navigated the dilemmas to a higher
ethical standard compared to when they didn't and compared to those who didn't in the cases
when the outliers stood out. For instance when it came to structure, one of the entrepreneurs
we talked said "I can already say I always draft decisions and stuff”, and proceeded to use
Miro, a mind mapping software, to draft out ideas and understand the complexities of the
issue before then taking a possible solution to his team. By doing this it meant that he was
able keep track of all the variables and progressively integrate further and further
stakeholders into the map, as the case and decision became more complex. What was
interesting to notice is that, while miro is by no means an ethical tool and the decisions on the
entrepreneurs side were in large part not made with ethics in mind, the simple use of the
structured visual thinking method meant that more stakeholders were considered and

therefore a more informed and ethical judgement was made.

On the other hand we talked to other kinds of outliers who would instead rely on their values

as a company to guide them. For example, another entrepreneur we talked to who by and
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large made many decisions on their own as a solo founder "instinctually" considered third
party stakeholders such as the clients wellbeing and delivering a good service to them before
the companies survival through guidance based on their values. This is to be noted as
radically different from the entrepreneurs who made survival instinct judgments earlier,
because this guidance based on the company's core values led to a more ethical decision

being made where more stakeholder good was upheld.

“Yes, several factors but the most critical one would be, since we have promised to deliver
and we cannot deliver [to both], to choose the [customer] where we will cause the least

problems for them” (one value based entrepreneur)

This fact of structure and baseline values providing better aid in ethical decision making is
further emphasised not only in contrast to the previous subchapter on survival values, but also
in relation to the fact that there were times in which the entrepreneurs in ignoring the

structures they had in place made gut feeling decisions and thus less ethical considerations.

“Whatever I say about the importance of the structure and stuff like that, what it is which it is,
I am still an entrepreneur also. And I know that I make decisions based on my gut feeling. Of

course, yes [ do a lot”.

In other words, merely having the structures in place is not the catalyst for more ethical
behaviour, but rather one needs to employ the use of the structure or set of values into their
decision making process if they are to reap the benefits and make better stakeholder

considerations.

In summary, from the interviews we conducted there does seem to be a relation between
more structured decision making approaches and more thorough stakeholder considerations,
which in turn make for more ethical decision making regardless of whether the entrepreneur

is aware of the ethical nuances of the dilemma.

CONCLUSION
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In conclusion, while we had set out to get an overview of how entrepreneurs solve ethical
dilemmas, with a hope of listing certain tools they may use as aids, we have once more
confirmed that formal structures have very little place within the startup scene; which is in
line with many studies before ours (Robertson, 1991; Hannafey, 2003; Wasserman, 2008;
Morris, Schindehutte, Walton and Allen, 2002).

However, what we have managed to gain insight into are the potential reasons for unethical
behaviour within business and the context of our definition and the semi-structures used
when greater ethical standards are adhered to. We have seen that a lack of structured
approaches to resolving dilemmas, leads to a loss in understanding of the nuances of ethical
consideration which should form part of any dilemma evaluations. That there is an
over-reliance on gut feeling which leads to limited consideration of all possible stakeholders
involved. And that there does seem to be a relation between more structured decision making
approaches and more thorough stakeholder considerations, which in turn make for more
ethical decision making regardless of whether the entrepreneur is aware of the ethical nuances
of the dilemma.

These three points which we have explored thus far, we believe can lay the foundation for
further investigations into how entrepreneurs resolve ethical dilemmas but also business

dilemmas, how perhaps even what a better ethical tool could look like.

5.- Limitations and further research

Limitations of the study

Limitations on the research method

One of the biggest limitations of our study is driven by the highly unstructured approach we
followed to analyze the data, therefore it is hard to justify the generalizations of our findings
in other research contexts. This is further multiplied by the limitations in data collection and
sample selection that we will address shortly. Although we used coding mechanisms to
visualize and structure the data, we didn't follow any fixed and well-researched coding logic,

with much of the process decided in an emergent fashion, therefore it's important place strong
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attention to the context of our research, in method and sample, while reading our conclusions

and specially while interpreting the findings in a different context.

Limitations on the collection of data

Limitations linked to our collection of data come in three forms: First, we conducted all the
interviews in English, however none of the interviewees had english as their mother-tongue;
given the subjective interpretation of the dilemmas, the different english level skills may have
had an impact on the interpretation of the situation by the entrepreneurs and in their choice of
words used when solving the dilemmas. Second, limitations come with the unusual
worldwide economic situation created by the COVID 19 pandemic. Due to the “isolation
restrictions” in place in many countries, the economic situation of many countries has been
heavily affected and many startups have had to adjust their commercial plans significantly.
This situation could have influenced the entrepreneurs to be more conscious of the survival of
their company while answering our questions, than they otherwise would have been. The
third and last limitation of our data collection process is in the fact that we conducted 90% of
our interviews through video calls; combined with the first two limitations, the usage of video
calls might have affected the entrepreneur's perception of the dilemmas, or might have
affected our perception of their answers. Although it is hard to quantify the impact of each of
these limitations in the study, the aggregated impact of them might have influenced
individual responses in our sample. All these limitations could have been avoided if the
interviews could have been conducted in the entrepreneurs mother-tongue, and during a time

of no global pandemic affecting their business and our ability to interview them in person.

Limitations on the sample selection

Another limitation of this study is the demographic profile of our sample set. We didn't use
any clear demographic profile for the entrepreneurs, however it has been highlighted how
different demographic variables (such as gender, level of educational or age) can have an
impact in the user decision making process (Pierce and Sweeney, 2010); this raises the
question of how likely are our findings to apply to any given entrepreneur. Perfect example of
this limitation is in the gender area, where in our study we only had two female entrepreneurs

in our sample set. Ethicist Carol Gilligan has written plenty about the sex differences in moral
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development (Muuss, 1988) and a study done by Friesdorf, Conway and Gawronski (2015)
highlighted the difference in gender while judging moral dilemmas, this obviously raises

questions on the applicability of our findings for the female entrepreneur.

Summary of Conclusions

While evaluating the ethical decision making process of the entrepreneur in
semi-hypothetical dilemmas, we found that in most of the cases the entrepreneur followed a
very unstructured approach, with heavy usage of instincts or “common sense” to determine
the best way to proceed. This methodology led to a resolution process highly focused on
company survival, with little considerations of the other parties, therefore unethical under
stakeholder theory. However, we also found a few outlying examples, in which the
entrepreneurs had a value baseline to analyze the dilemmas from and/or used structures to
unconsciously consider more stakeholders and thus be more ethical as a consequence; we
therefore found evidence that when the entrepreneurs use some form of structure they do

increase their stakeholder considerations and thus are more ethical.
Implications of this Research.

If our conclusions are true then our study finds that young startups in many cases ignore the
ethical components of dilemmas. Although startups are small in size and with relative low
impact, their ability to grow and reach massive amounts of users has never been faster (HBR,
2016), increasing the danger of ethical consequences as the startup grows, therefore we
consider of utter importance to place higher emphasis on how to improve the ethical
considerations of the freshly formed companies. This finding has implications at many levels,
however we believe it affects the most three specific parties: the entrepreneur, the capital

lending institutions and the educational programs
The entrepreneur

We believe our study is an important finding for all entrepreneurs; across all interviews we
noticed that the majority of entrepreneurs had a genuine interest towards other parties if they

were able to see the dilemma had an ethical component that would affect other parties. This
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gives us the message that the majority of ethical mishaps in startups are not a problem of
judgement but of perception, meaning the entrepreneur runs the risk of creating troubles
unintentionally. If this process is unintentional then is in the best interest of the entrepreneur
to look at his flaws in decision taking behaviors, we are now stepping in the field of bias and
heuristic research which has highlighted the many ways our decision process is affected by
our bias and heuristics (Kahneman, 2011), therefore it is important that entrepreneur
consciously reviews its decision process and finds solutions, in this case structures, that can
aid him/her in the resolution of dilemmas. The biggest challenge we saw was the ability to
see the ethical aspect of the dilemma, so any structure that can bring the visibility of these

ethical components would be a good aid kit.

Capital lending institutions

Ethics, from a business focus perspective, has been shown to have an impact in the company
reputation, which is related to the value of the brand and will have direct implications in
revenue, therefore ethical mishaps can be linked to financial performance (Brickley, Smith Jr
and Zimmerman, 2002); lending institutions and investors should be one of the main parties
interested to minimize the risk of ethical considerations and therefore should consider asking
the entrepreneur for the implementation of a structure, method or tool while solving
dilemmas. From the sample set we interviewed we notice the majority of startups were
funded either by public institutions, business angels, or incubators; this inline with the
findings from Soderblom and Samuelsson (2014) on the sources of funding for seed and
startup companies in Sweden. These primarily lenders can have a strong influence on how the
startup operates from the very beginning and can become a key piece to ensure the long term
ethical competence of the company. Given that public institutions are already part of the
primary lenders for this early stage, we could see the government, as the spokesman of
society, to play a stronger role on ethical implementations in startups; we don't mean to make
it harder and implement tighter requirements, but more to invest and provide solutions for the
invested companies, not only minimizing the business risk but avoiding possible ethical

conflicts for society.

For entrepreneurial educational programs
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Our findings should be of importance for entrepreneurial education programs, such as
entrepreneurial classes in universities, incubators or accelerator programs that have a well
defined program to support the managerial growth of the entrepreneur. These institutions
need to reevaluate how their program prepares the entrepreneur for ethical considerations,
and knowing the opportunities that structures bring, they should consider the implementation
of structures, methods and tools as aid for ethical deliberation. An area of opportunity here
could be in the creation of structures tailored for the freshly new company, we have done an
internet research on the tools available for freshly new companies and although there are
tools designed to help them on the business side, such as the business model canvas or the
value proposition canvas (Osterwalder and Papadakos, 2014), we couldn't find any tool to
help fresh companies on the ethical consideration side; given the difficulty to implement
structures in startups, a first idea would be to start with structures that can serve both,
business and ethics; a modified version of the business model canvas can be a solid step in

the right direction.

Future Research Recommendations

Given the fact that the implications listed above are relevant insofar as the findings of this
study are true; given the limitations of this study we feel it would be necessary to conduct
three further studies in order to corroborate our findings.

First of all it would be optimal to conduct future research on the topic of ethics in
entrepreneurship and how entrepreneurs solve dilemmas without the data collection issues we
faced. In other words, future research should ideally be conducted in the entrepreneurs
mother tongue, in person and without extreme external factors (i.e. Covid 19) possibly
affecting their answers.

Second, an investigation into how varying entrepreneur demographics affect their approaches
to resolving dilemmas. One such study could look into how female entrepreneurs solve
dilemmas compared to male entrepreneurs, as our sample set was predominantly male and we
make no distinctions between the two demographics answers in this study.

And finally, a third future research we feel would be important conduct would be a
qualitative study into how much “structure” truly affects stakeholder consideration. This is

important to conduct as our claims about the link between structure and stakeholder
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consideration are based on interviews and a small sample set. Future research should attempt
to improve and corroborate our study by making use of a larger sample set and with the aim
of solely investigating the effectiveness of “structure” within startups on stakeholder
consideration; therefore enabling the collection of more scientifically sound data and thus

making our elaborations more sound as a consequence.
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Annex 1 - Example of the first coding exercise

This is simply a small part of the matrix, you can see the companies on the column
side and each question and resolutions in the row section.

Investor Scandal

- confact investors and talk to
advisors

- meeting with co-founders and
shareholders

- Talk to investor who messed up
- Transparent communication

- Mo written down vabes yet
-\fery open non struchured
meetings & decision making

Usethe core values to make a
decizion. This values are informal
There wil be a kgal agreement that
would include the core values and if
the investors wont hold them, they
will be quicked out
Decision taken with the team input,
but its individual.

Mo official value statement, but he
expects everyone o hold the same
values since he recruited them
based on personal fit

Companies
Startup 1 Startup 2 Startup 3
Industry Food Industry Energy Sector HR
Product T Saas E ledtricity - MicroPlants Saas
ype
Company Age 2 2 3
i Number of
Preliminary Employees 8 7 6
Questions Cofounder 4 no 2
Board of Directors VES No M
Advisory Board VES No yes
Investors YES Business angels only yes
Talk with Customers
- long term and customer sfrateqy | Choose the one with the least cost
analysis for the customer. evaluation of deal
- open discussions about pros & This will be discussed with the team : evaluate best relationship
Two Non- cons since they are smal e 3 o
Cusring Ehefits - only inculde those affected in the Infromal meefings with the core :zceg ;m;;;;:edeumun
ERLICHLGE e discussion team, irregular imings. _disa i) CDITIﬁi‘t it B
- usually free flowing No usage of non-human guidance, _rou gdec:ision s sy
- Official meeting structure, daily, feeling and common sense. | follow group 9
weekly reports and monthly a basic SWOT analysis, very
infromal
Ethical
Moral
Dilemmas

- consider will this affect the team
-then does it affectthe company
legally

- ifit affects the whole team, then
imvolve them otherwise it depends.
-values vould be taken into
consideration. And these have
been witten down as a team
because they already act like that
- decision making team just
conducted in his mind

42



Annex 2 - Example of the second coding exercise

This is simply a small part of the matrix, you can see the list of resolution methods on the
first column and the amount of mentions the entrepreneurs refer to for the first dilemma.

: Dilemma 1
Deal Evaluation 8
Pros and Cons
Include Those Affected
Unstructured Conversation
Designation of Specilised meetings
Team desicion unstructured
Team desicion siruc tured
Personal Thought Structured
Personal Thought Unstructured
Draft and Propose
Use of digital tool
MECE
Common sense
Evaluate Customer Relationship
Disagree and Commit
Consult Informal Adisors
Consult formal Adisors
Isolated Decision Making
Company Vision
Informal Culture

B e N % T . B o o O e N A Nl L = R I 0% TS S ok I o ]
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