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Abstract 

Problem: The amount of literature concerning responses from firm failure is limited 
within the subject of entrepreneurship. Since entrepreneurial activity is an important part of 
the society. The process of understanding the outcome of firm failure- emotional and fi-
nancial; becomes crucial to help these risk- bearers continue their entrepreneurial activities. 
Therefore we found the subject to be of great interest and hope to find factors that can 
contribute to a greater understanding of the emotions involved with bankruptcy.  

Purpose: The purpose of this thesis is to investigate the entrepreneur‟s emotional re-
sponses after the bankruptcy. This means that to some extent make a contribution within 
the area of entrepreneurship and firm failure.  

Method:  In order to be able to investigate the emotional response after a bankruptcy, we 
find it necessary to take a qualitative research approach through a case study. The collected 
data consists of interviews with chosen entrepreneurs that have faced bankruptcy.  

Analysis: In accordance to the theoretical framework, the structure of the analysis follows 
by looking at what the entrepreneur believe is the reason for their failure and the emotional 
responses from the bankruptcy.  

Conclusions: Our main issue was to investigate emotional responses from entrepreneurs 
after facing a firm failure. The conclusions that were found will be used to support earlier 
theories but also future studies within the subject. We therefore believe that the emotions 
involved have a crucial impact on the bankruptcy process, but also the question of re-enter 
to self employment for the entrepreneur.   
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Sammanfattning 

Problem: Mängden av litteratur gällande ämnet konkurs inom entreprenörskap är begrän-
sat. Eftersom att entreprenöriell aktivitet är en viktig del av samhället anser vi att det är av 
vikt att förstå konsekvenserna av en konkurs för en entreprenör, både ur ett finansiellt och 
emotionellt perspektiv. Entreprenörer utgör en viktig del av samhället därför är det av yt-
tersta vikt att kunna främja företagande. Vi hoppas att med vår undersökning kunna bidra 
till en större förståelse om de känslor som en entreprenör upplever i och med en konkurs. 

 Syfte: Syftet med den här uppsatsen är att undersöka entreprenörens emotionella reaktion 
efter att ha genomgått en konkurs. Vilket innebär att vår strävan är att till någon del bidra 
med en ökad insikt om forskningsområdet entreprenörskap och företags misslyckande.   

Metod: För att kunna undersöka den emotionella responsen efter att ha genomgått en 
konkurs, fann vi det nödvändigt att anta en kvalitativ undersöknings vinkel genom en Case 
studie. Den insamlade informationen – kvalitativa data - består av intervjuer med fem ut-
valda entreprenörer som har gått i konkurs.  

Analys: Analysen kommer att beskrivas i olika steg och under hela vägen reflektera de val-
da teorierna. Vi kommer att diskutera vilka faktorer entreprenörerna anser vara orsaken till 
konkursen och de känslorna som är inblandade i konkursen.   

Slutsats: Syftet med vår uppsats var att undersöka de känslor som upplevs efter att ha ge-
nomgått en konkurs. Slutsatserna som vi fann kommer att användas för att styrka tidigare 
undersökningar såsom framtida undersökningar. Vår slutsats tyder på att känslorna är en 
viktig del av en konkurs som kan vara avgörande för om en entreprenör vill fortsätta driva 
eget företag efter konkursen. 
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1 Introduction 

“An entrepreneur is one who creates a new business in the face of risk and uncertainty for the purpose of 
achieving profit and growth by identifying opportunities and assembling the necessary resources to capitalize 
on them. Although many people come up with great business ideas, most of them never act on their ideas. 
Entrepreneurs do. ((Zimmerer and Scarborough, 2002, p.4)” 

Definitions and descriptions of an entrepreneur have been extensively discussed, especially 
the one with stories of fame. But In every fairytale of fame there will also be stories of fail-
ure. Previous cases from both parts of the authors have created strong feelings for this sub-
ject. When having experienced failure and success from entrepreneurs within the family, we 
know that the difference between success and failure can be narrow. Aware of these inci-
dents we find it interesting to investigate the emotions of the entrepreneur after the bank-
ruptcy. We believe the interviews will educe different emotions from each entrepreneur. 
Emotions that can help us to understand the effect of the bankruptcy and the feelings in-
volved. The understanding is something that can be seen only between humans. Therefore 
it is of importance to pass down the experiences from the entrepreneur. To find expe-
riences from the interviews for future studies we can hopefully provide tools to identify 
significant characteristic due to the emotions involved in a bankruptcy. 

It is possible to explain human behavior. We do not try to understand an area of low pressure because it 
has no meaning. On the other hand we try to understand human beings because they are of the same kind 
as we are. (Liedman, 2002, p. 280; Translation by Bjerke, 2007, p. 31) 

1.1 Background   

Time and again we try to understand how entrepreneurs achieve success and try to identify 
tools for how to become successful. At the same time we forget the entrepreneurs who did 
not succeed. These two scenarios are in some way a definition of an entrepreneur with 
various outcomes. There is a pattern of research that focuses on how to achieve success 
and with that avoiding failure, when it might be the case that these two areas are closely 
linked together (Gunther McGrath, 1998 and Aldrich & Fiol, 1994). 

We have found three interesting ways to describe how an entrepreneur is characterized and 
what defines entrepreneurship (Davidsson, 2003) 

1. Using those skill characterizing entrepreneurs. 
2. Using those processes and events which are part of entrepreneurship. 
3. Using those results that entrepreneurship leads to.  

Definition for an entrepreneur can be widely interpreted; the 3rd point is especially interest-
ing because the entrepreneur who achieves success is not affected of the emotions that an 
entrepreneur struggles with when going through a bankruptcy. And of course for the en-
trepreneur to end up with a firm failure is certainly not the outcome the entrepreneur had 
counted with when starting up the business. According to Harting (2005) the entrepre-
neurial failure can be considered as a blind spot in the research area of entrepreneurship.  

“I believe the impact and extent of entrepreneurial failure is one of those blind 
spots in our understanding where what we find out does matter, and it matters in 
an immediate way to those we teach, advise and inform.” (Harting, 2005, P. 11) 
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Talking about entrepreneurs as an “optimistic bunch” (Camerer and Lovallo, 1999; Buse-
nitz and Barney, 1997) might be an unfair generalization but as Harting writes: “Perhaps 
despite a past failure, these seasoned veterans are confident of their abilities to succeed the 
next time, and take the long view that a new start is another entry into a temporal portfolio 
of possible home runs” (Harting, 2005, P.112). Despite the sight of the entrepreneur as a 
“no worry man”, the emotions involved with a bankruptcy affects at different levels de-
pending on the causes of the failure. The creation of emotions comes from the failure for 
the entrepreneur, “if failure is such a common phenomenon in entrepreneurship, it is 
worth understanding how often it happens, what causes it, and how it affects the founders: 
their finances, their employment, and their propensity to venture again.” (Harting, 2005, 
P.13)  

Emotions are so much more than feelings; psychologists also say that the feelings not are 
of great interest. According to Cornelius (1996) psychologists instead define emotions as 
subjective experiences, expressive reactions, psychological reactions, behaviour of various 
kinds and particular kinds cognitions comprise. Aristotle defined emotion ‘„as that which 
leads one‟s condition to become so transformed that his judgment is affected, and which is 

accompanied by pleasure and pain.‟‟ (Aristotle, 384-322 B.C, cited in Solomon, R.C, 1997 

P. 294) 
 
Aristotle‟s description indicates that the entrepreneur becomes transformed which leads to 
that the judgement becomes affected. Interesting is that we believe that entrepreneurs tend 
to try to long with the business and do not exit at the right time, perhaps people by nature 
do not give up what is important for them, and especially entrepreneurs with their compa-
nies will tend to have a bad judgement of their own business idea.    

1.2 Problem 

The amount of literature concerning success in entrepreneurial activities is close to im-
measurable, while the other side, the one that ends up in a business failure is still in many 
ways unexplored but also a growing research area (McGrath, 1998). Even though entrepre-
neurial failure is a growing research area there is still a limited research done in the field and 
the definition of failure varies since there is not yet a definition which is generally accepted 
(Gratzer, 2001). In this paper we are going to work with bankruptcy as the definition of 
firm failure since it is the most definite term of business failure (Bird, 1989; Liao, 2004).  
 
Our intention is to in some way make a contribution to a greater understanding of the 
emotions involved with a bankruptcy. To create an understanding, we need to find what 
emotions an entrepreneur are going through. By finding and understanding these emotions 
and canalize them throughout the recovery process that hopefully ends up in a re-enter to 
entrepreneurship. This must be considered to be of importance for the society. Instead of 
consuming entrepreneurs, ways need to be found to keep them motivated and continue 
their role as risk takers (Jayabal and Nagarajan, 2006). To understand the causes of the 
problem, four questions of the issue needs to be taken into consideration; these are the need 
to identify:  

 The underlying factors of emotions involved in a bankruptcy.(attributions) 

 And generate an understanding of how to create a more efficient emotional  
recovery process. 

 What could create an easier process of re-entry for the entrepreneur. 
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 What contributes to a greater understanding of the emotions involved  
with bankruptcy. 

1.3 Purpose 

The purpose of this study is to investigate the entrepreneur’s emotional responses after the bankruptcy. 

2 Frame of references 

 

By narrowing down the frame of reference, from a wider entrepreneurial perspective down to the emotional 
part of facing a bankruptcy we aim to create a foundation of understanding and by that provide a tool that 
is insightful and investigates the entrepreneurial failure in the light of emotions. By starting off with an in-
troduction to entrepreneurship and its impact on society, we will continue with failure and failure factors in 
order to bring some light to the different aspects of failure. But also how they interact together with culture 
and motivation creates the foundation to the last part that deals with Attributions and Emotions. 

Our area of research will be within attributions and the connections to the emotions of the 
entrepreneur. To fulfil the intentions for this paper and serve our purpose we need to take 
a closer look at theories concerning entrepreneurship. The purpose of this study lies within 
a so far, rather unexplored area of entrepreneurship and firm failure. The fact that the area 
walks hand in hand with social psychology, we need to enlarge the view and take point in 
different theories within the field of entrepreneurship and include theories in the field of 
social psychology.   

2.1 Entrepreneurship 

Aware of the broad definition of entrepreneurship, the term can be viewed from several 
angles of the topic entrepreneurship. Going far back to the ancient and mediaeval time pe-
riod, the “entrepreneur” was spoken to be about prices and usury (the charging for interest 
on loans) and that trade was passed for being a suspect activity. 

One of the earliest definitions of entrepreneurship in connection with the industrialism is 
from Schumpeter (1939). He argued that there were five main types of “new combina-
tions” effected by the entrepreneurs: new products, new processes of production, the de-
velopment of new export markets, the discovery of new sources of raw material supply, 
and the creation of new forms of institution- such as cartel or trust. 

Schumpeter‟s definition gives an understanding of the early concept of innovation and 
business creation and the importance of being unique with the product or service. Inven-
tion is the core of an innovation; it is of the entrepreneur‟s interest to turn the innovation 
into a product or service that can create a demand on the market.  

Innovation is an important aspect of entrepreneurship, Davidsson (2004) describes Entre-
preneurship as the “introduction of new economic activity”.  The definition will be used through-
out this paper, this is based on the broad term of economic activity where the term can de-
scribe a new invention or an existing product with some modification introduced to the 
market.  
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2.2 Failure 

“Only those who dare to fail greatly can ever achieve greatly.” 
–Robert Kennedy 

When it comes to failure, the first thing is to make a distinction of the meaning of failure. 
According to Oxford English Dictionary, failure is defined as “to become deficient, to be inade-
quate.” Throughout the literature there are different terms used when talking about firm 
failure. The four main terminologies in the area of entrepreneurship and small-business 
failure is; discontinuance, bankruptcy, loss-cutting and earning criterions (Liao, 2004). Of 
course there are many mistakes made by entrepreneurs and companies that just pass by as a 
small or large drawback for the business. In most of the cases these failures never appear in 
common people‟s consciousness, they stay within the company. But when the failure be-
comes public, like in a bankruptcy, it triggers new bottoms in the entrepreneur and a reac-
tion of severity towards themselves appears (Liao, 2004). In this paper we are working with 
bankruptcy as the definition of an entrepreneurial failure. Since it is our main focus in this 
paper we need a clear measurable variable to state the failure, which is involuntary exit of 
the market due to lack of ability to fulfill the company‟s financial commitments. A bank-
ruptcy is a narrow view of firm failure but as mentioned, it‟s the concept we are using in 
this paper. The underlying causes of failure often are a combination of different factors. 
The firm struggles with different financial problems and finally the burden brings the com-
pany down. As mentioned the underlying factors of the shortcoming and the reason to lack 
of liquidity vary with the entrepreneur and business. It can for example depend on confir-
mation bias, which systematically directs the entrepreneur to discard all information and 
signals that might indicate that assumptions made are incorrect (Kahneman, Slovic & 
Tversky, 1982). 

But it‟s not always the case that bankruptcies are coerced, sometimes the entrepreneur of 
some reason chooses to file a bankruptcy, for example due to the fact that he or she can‟t 
find any available alternative. Or make a deliberate bankruptcy, where the entrepreneur use 
the bankruptcy as a step in his or hers entrepreneurial activity as a strategic action. But in 
most of these cases the entrepreneur goes into liquidation when the firm doesn‟t deliver an 
adequate return on invested capital (Altman, 1968) or the venture might be terminated to 
avoid or at least limit losses due to weak financial performance (Ulmer and Nelson, 1947 
and Liao, 2004).  

2.2.1 Entrepreneurial failure 

The factors of failure differs depending on the companies involved; in what market they 
are operating, firm size and age, capital intensity, entrepreneurial ability just to mention a 
few aspects of reasons to failure. How the factors of failure impact each other can be ex-
plained throughout the Entrepreneurial failure: an integrative model by Liao (2004). The model 
divides the causes of entrepreneurial failure in four main factors; the entrepreneur (personal 
characteristics), the company (structure and strategies), the context (environment, mi-
cro/macro) and the process (events of failure). The model outlines the relationships be-
tween the different variables in the figure and what impact they have on each other and 
how these variables together constitute the process leading to failure within a firm. It gives 
an overall picture of areas where a flaw in one component impacts the process and that a 
negative impact of one component can lead to the entrepreneurial failure (Liao, 2004). A 
description of each section will be followed after the model.  
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Figure 1: Entrepreneurial failure: an integrative model (Liao, 2004) 

 

The Entrepreneur 

The entrepreneur stands for human and social capital. In the area of entrepreneurship most 
researchers believe that the founder and the human capital he represent, is the key factor 
for the company. Higher gift of human capital at the founder generates a larger degree of 
survival in the company. Therefore it is stated that the risk of failure decreases with a high-
er degree of human capital. This part of research is based upon human capital theory 
(Becker 1975). He states the importance of a high level of human capital, all in order to 
manage the business and read the signals of the market (Liao, 2004). Elements that are 
classified as human capital, is found in factors as knowledge, education, previous experi-
ence of starting a company or previous experience in working in an industry.  

The Context 

The context is the company‟s surroundings, in which it is active and deals with the envi-
ronmental conditions of the firm. In what degree the environment impacts the failing ratio 
among organizations is widely debated in the strategy area, but according to Rumelt (1991), 
the survival or failure of firms determines by different components where the firms context 
is one crucial key factor (Liao, 2004). 

The company 

Looking at the company part, founding conditions, Strategies and Managerial functions, we can see 
that it consists of different set up of strategies, resources and other organizational attributes 
- the components of the firm. When it comes to the company there are an amount of fac-
tors that contribute to prevent or increase the risk of failure. There are a set up of different 
components that all contribute to this link in the model. The main one is the age, size and 
growth of the firm besides the founding strategies and different managerial variables (Liao, 
2004).   

 

The entrepreneur 

 
-Human Capitals 
- Social Capitals 

The context 

 
- Industry conditions 
- Macro-economic 
Conditions 

The company 

 
- Founding conditions 
- Strategies 
-Managerial functions 

The entrepreneurial 
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The Process 

The process, or the event of failure, is what finally brings the ship down. One can look at 
the process as a travel, where the different events along the road collectively contribute to 
the final score; the end up in a firm failure (Liao, 2004). 

2.3 Response to Failure 

This section is to be seen as a help in understanding the emotional response to failure.  

As mentioned in our purpose, we intend to investigate the entrepreneur’s emotional response after a 
bankruptcy. Hence we have to take a brief look at factors that can contribute to a greater 
understanding of the emotions involved with a bankruptcy. How the entrepreneur respond 
to a firm failure. All in order to provide knowledge that hopefully can bring some light to 
different factors that affect the entrepreneur, that either restrain him or stimulate her to 
continue being an entrepreneur. What factors that motivates them to act in an entrepre-
neurial way and contributes to prevent their desire to be self-employed. But also the role 
culture plays to the willingness for entrepreneurial activity and the social acceptance to-
wards failure.    

2.3.1 Motivation Theory 

The entrepreneurial trait 

The well-defined entrepreneurial character is hard to find and the existing research are of-
ten hard to compare because of the different aspects of personality traits that defines an 
entrepreneur. Despite these difficulties Brockhaus and Horwitz (1986) explains five psy-
chological characteristics of the entrepreneur. 

Need for achievement- People that are in high need for achievement is likely to acquire differ-
ent attributes. They show traits of choosing personal responsibility, risk takers, they want to 
achieve concrete knowledge as a result of their decisions. This means that people with 
these traits have a strong motivation and willingness to become successful.  

Locus of control- An individual that believes in the ability to control the environment of 
his/her owns action is said to have locus of control. The ability can be internal (within 
his/her control) or external (beyond his/her control). 

Risk taking propensity- Individuals with high need of achievement also are high risk takers. 
The entrepreneur in this case has a tendency to take a risk without being scared for failure 
in order to reach their set goals. 

Problem –Solving style and innovativeness -The entrepreneur have a positive tendency to solve 
problems that requires innovative solutions. 

Values- The entrepreneurs need for achievement and their personal characteristics reflects 
the entrepreneur‟s personal value system.  

2.3.2 Cultural factors 

Attitudes towards entrepreneurial failure are one factor that contributes to the willingness 
to become an entrepreneur. The way the society reacts to failure, contributes to the choice 
of the individual to become a risk bearer and pursue the opportunities (Cardon & Potter, 
2003).  The possibility for new ventures to allocate resources, to get access to capital for 
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new ideas are connected to the acceptance towards business failure and by that the willing-
ness to pursue entrepreneurial activities (Cardon & Potter, 2003).  
These attitudes – culture factors, affects the individual in all areas in life and entrepreneurial 
activity is no exception. These attitudes in many ways affect the willingness of starting a 
business (Hofstede et al. 2002). Hofstede refers to culture as a collective ongoing activity of 
programming the mind which includes human systems and values, and makes it possible to 
distinguish members of different groups from one another (Hofstede et al. 2002). This in-
cludes social acceptances which have been shown as one important factor that either re-
lease or restrain the individual to pursue entrepreneurial activity. The level of acceptance 
towards failure are linked to the willingness to run a business much due to the fact that the 
consequences of facing a failure bring along a kind of social stigmatization (where the en-
trepreneur is excluded from his or her former social acceptance) for the entrepreneur (Ar-
mour & Cumming, 2005). This can result in the loss of trustworthiness among the society 
and former business partners. These attitudes can vary across cultures and countries where 
Sweden is the country where the trustworthiness towards previously failed merchants is 
lowest and has the smallest share of business ordering from someone that has faced failure 
(Armour & Cumming, 2005). Another aspect is the way the laws, concerning running a 
business and facing bankruptcy, are constructed. The way the society contributes to the at-
titudes of facing a failure as bankruptcy differs with nation. And the impacts of facing a 
bankruptcy in many ways depend on the influence of culture and can be very different 
from culture to culture (McGrath & Cardon, 1997). Hofstede et al, (2002) mentions differ-
ent culture and the way they respond to failure. Where a nation as Japan leaves the failed 
individual without no pardon and a second chance is out of reach. Whilst in USA the indi-
vidual can fail multiply times. They consider a business failure as an experience that later on 
results in a success (Hofstede et al, 2002). 

 

2.4 Attribution  

During the last decades there has been an increased focus on the research area of social 
psychology. Where the causation or the question “why” has been highlighted, this have de-
veloped an interest to find the attributions an individual make and the consequences of 
these attributions. The term attribution describes the causal explanations for how individu-
als explain past behaviours of others and themselves. This means the connection between 
how a perceived event affects the outcome. 
The first part of the model by Kelley and Michela (1980) (shown in Figure 2) “Antece-
dents” and the attribution theory explains the individual‟s action namely the attribution. 
This usually entails the systematic assessment or manipulation of antecedents and is only 
interested in the behaviour and not the consequences of the attribution (Kelley and 
Michela, 1980). Attributional theories focus on the consequences of the attribution. At-
tributional theories also entail the systematic assessment or manipulation of perceived 
causes and the measurement of their effects on behaviour, feelings and expectancies (Kel-
ley and Michela, 1980). 
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Figure 2: General model of the Attribution field (Kelley & Michela, 1980) 

2.4.1 The attribution theory 

The theory was constructed by Heider (1958), and indicates that individuals use attributions 
to establish the cause and effect. In order to solve the problem and then become more effi-
cient in their interactions with their surroundings. Based on Heiders model, Weiner (1986) 
developed one of the most well known Attributional theories that concentrated on the 
consequences of attributions. The model starts by explaining the three dimensions; Locus 
of causality, stability and controllability. These three dimensions consist of attributional ex-
planations. They indicate how an individual explains the underlying reasons for the event. 
These factors can be luck, effort, ability, etc. and are affected by the emotions and behav-
iour. Factors such as these can decide what emotions that are experienced. Our focus in 
this paper will be on the last part, of how the entrepreneurs become affected by their emo-
tions.  
 
Locus of causality 

As mentioned before this was proposed by (Heider, 1958; cited in Weiner, 1985; 1986) and 
stated as “ In common-sense psychology (as in scientific psychology)  the result of an ac-
tion is felt to depend on two sets of conditions, namely factors within the person and fac-
tors within the environment” (Heider, 1958; cited in Weiner, 1985, P. 551). Internal factors 
are within the person such as ability, effort or strength while the external factors is affected 
by the environment, like the common economically situation in the society.  

Locus of Control 

According to Rotter (1966), the person that showed the “internal” part meant that he/she 
had an influence over outcomes through their ability, effort or skills. The “external” person 
had a tendency to believe that the forces without his/her own control determined the out-
comes. It is stated to be a connection between the entrepreneurial behaviour and the inter-
nal locus of control. Most entrepreneurs are seen as initiators, taking responsibility for their 
own success and not being dependent on other in the society (McClelland, 1961). There-
fore entrepreneurs are more likely to have an internal than external locus of control. 
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Brockhaus (1975) found that business students with entrepreneurial intentions also showed 
the tendency to have a higher locus of control than other students. 

It is of importance to understand that there is a difference between the expression locus of 
causality and locus of control (Rotter 1966). Locus of control describes what the individual 
beliefs that he/she can or cannot control in the surroundings and locus of causality de-
scribes where the individual think that the causes of an event comes from. Research can be 
found from long back where the focus lies on the perceived control and its affect on the 
human behaviour (Strickland, 1989). Rotter (1966) stated that an individual perceives the 
outcome of the event to be either within or without his/her personal control.  

Stability  

The second dimension of causality is stability, and states that the internal and external 
causes of behaviour can be divided in two areas. Factors that have a tendency to fluctuate 
are seen as unstable, and factors that remain relatively constant are believed to be stable 
(Heider, 1958; cited in Weiner, 1985; 1986).  An example of an internal and stable cause 
can be ability (aptitude). Effort or mood on the other hand is an example of more variable 
(unstable) factors. On the other side we have factors that are seen as external and stable for 
example, studying intensively before an exam and receiving an advanced exam can be seen 
as; task difficulty. Factors which are external and variable can be for example when a per-
son that has success in rowing across a lake may be perceived as due to the unchanging 
narrowness of the lake or because of the variable presence of wind (Weiner, 1985 cited in-
Weiner, B., Frieze, I. H., Kukla, A., Reed, L., Rest, S., & Rosenbaum, R. M., 1971), this can 
be seen as luck.   
   Locus of causality 

 

Stability of causality 

   Figure 3: A 2 x 2 scheme. 

Controllability 

The third dimension of causality was presented by Rosenbaum (1972) (cited in Weiner, 
1985; 1986). He saw a pattern that the internal and unstable causes like mood, fatigue and 
effort are possible to increase or decrease due to the willingness of the individual. It should 
be mentioned that this is not always true for mood or fatigue, which under most circum-
stances cannot be willed to change. Rosenbaum (1972) found that the same distinction can 
be found with internal and stable. He found traits such as laziness and long term effort that 
are said to be perceived under volitional or optional control, Rosenbaum (1972). 

 

 

 

 

 

 Internal External 

Stable Ability Task difficulty 

Unstable (Variable) Effort Luck 
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   Stability of causality 

  

Controllability 

 

 

   Figure 4: A 2 x 2 scheme. 

 

2.4.2 Self-serving bias 

The theory of self-serving bias research the success and failure discussion, it is therefore 
closely linked to the locus of causality. The self-serving bias describes why the individual 
make self-attributions for their positive behaviors and for their own negative behaviors the 
individual blame external attributions. The self-serving bias has been used to explain for 
good actions of the individual (internal) and denying blame for bad actions (external), by 
doing so the individual can protect his/her own self-esteem Bradley (1978).  
 
Empirical data has been found in order to support the self-serving bias and the theory that 
success seems often to be attributed to internal factors while failures are attributed to ex-
ternal factors. From Bradley (1978) data are presented by Snyder, Stephan and Rosenfield 
(1976) that presented self-serving attributions. Each individual that participated in the study 
received false information telling them that they had either won or lost at a task. They then 
held responsibility for his/her outcome but also the opponents. This way they had to as-
sign causality for their outcomes. The study showed the individual would take credit for the 
success and not take responsibility for the failure. The opponent would deny giving 
him/her credit for the success and that he/she should take responsibility for the failure.  
The study showed that the individual attributed the failure to bad luck and less to his/her 
own lack of skill that the opponent thought. When the individual won he/she attributed to 
the level of skill and not so much luck as the opponent thought. 
 
From the conducted study by (Snyder et al, 1976) or other studies; such as Streufert and 
Streufert (1969), Bradley (1978) stated that the self-serving attributions were most likely to 
be drawn out by four conditions: 
 

(a) An individual‟s performance is public 
 

(b) When an individual perceives himself/herself to have high choice in taking action 
and as a result feels responsible for the outcome of his/her action 
 

(c) Under conditions which were designed to produce high ego involvement. 
 

(d) Under conditions designed to produce high objective self-awareness 
The four conditions can be connected with process of a bankruptcy, the first condition de-
scribe how the entrepreneur when facing a bankruptcy needs to take it public in the society. 
It is the entrepreneur as an owner that needs to take the decision of filing for a bankruptcy, 
the time that an entrepreneur put into his/her firm produces high ego involvement. The 

 Stable Unstable 

Uncontrollable Ability (aptitude) Fatigue 

Controllable Laziness, long term effort.  Temporary effort 
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entrepreneur is believed to have a high objective self-awareness because it is easy to com-
pare with other entrepreneurs in the same type of business or city. After the discussion of 
the four conditions from Bradley (1978) patterns of an entrepreneur can be found in the 
self-serving attributions.   

2.5 Emotions 

The research from causal attributions is connected with emotions through the cognitive 
approach. According to Weiner (1985; 1986) the link between the causal attributions and 
cognitive approach is stated by the cognitive (thinking) persuasion towards emotions (feel-
ings) where emotional experiences act as temporal sequences that involve cognitions of in-
creasing complexity (Weiner, 1985; 1986). The model showed in figure 5: by Weiner, (1985) 
has been used in order to explain the relationship between the attributions and emotions.  

     General positive or negative emotions 
 
 
 
Outcome               Outcome evaluation  
 
 
      

    Causal attributions and dimensions                 distinct emotions 
 
   Figure5: The cognition-emotion process (Weiner, 1985; 1986) 
     

The outcome of an event creates two different scenarios, a positive scenario and a negative 
scenario that is based on the perceived success or failure of the outcome, this is called 
“primary appraisal” (Weiner, 1985; 1986). The emotions explained from the primary ap-
praisal include showing happiness when achieving success or frustration or sadness when 
facing failure and are often seen as non-complex or that it don‟t requires a cognitive 
process. This is labeled as outcome dependent and attribution independent (Weiner, 1985; 
1986).  Secondary appraisal is the process of finding the reaction and causal ascription 
which indicates that the emotions needs to be found and then generated by the attributions 
(Weiner, 1985; 1986).  

The attributional theory and the causal dimensions are linked to the emotional process 
since each dimension is uniquely related to a set of feelings (Weiner, 1985; 1986). The three 
casual dimension are related to a particular cluster of emotions (Graham, 1991), the first 
dimension- locus of causality is primarily linked to emotions that creates self-esteem for ex-
ample; pride. Secondly the stability dimension describes emotions that implicate future ex-
pectations for example, hopelessness or dejection. Controllability dimension is said to be 
connected to the social emotions, example of social emotions are guilt, anger, pity or 
shame (Graham, 1991).   

2.5.1 Conclusion of the three dimensions  

Emotions from the three dimensions will in the following text be expanded in order to ex-
plain the emotions in relation to the three different dimensions. The emotions that were 
discussed by Weiner (1985; 1986): pride (self-esteem), anger, pity, guilt, shame, gratitude 
and hopelessness will be used to draw conclusions from the interviews.  
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Locus of dimension is linked to as mentioned before, pride and other esteem-related effects 
(Graham, 1991). When facing success the person feels pride due to his/her effort and the 
opposite when facing failure. A hypothesis made by Graham (1991) shows that the attribu-
tional preferences either enhance or protect self-esteem, Graham (1991).  

The stability dimension is linked to the emotions that can be found in future expectation for 
the individual. When facing a failure stable causes give rise to emotions; for instance hope-
lessness, apathy or resignation, (Graham, 1991). These emotions are associated to not im-
prove in the future. Therefore stable attributions are positively related to feelings of hope-
lessness.  

The controllability dimension is linked to social emotions that explain guilt, shame, pity and an-
ger, (Graham, 1991). Guilt can arise when an individual believes that the personal failure is 
due to controllable factors. Guilt is an area where much intention have been drawn to and 
stated as “Guilt is accompanied by feelings of personal responsibility” (Izard, 1977, Cited 
in Weiner, 1985, P.562). Guilt is therefore something that the individual has control over 
and that can be seen as stable and internal. Whereas shame focus on an evaluation of the 
self. Shame is an overwhelming feeling characterized by a sense of being “small” and 
worthless in the eyes of both the self and others (Niedenthal, Tangney, Gavanski, 1994). 
Feelings that lead to shame can trigger the individual to hide or escape from the current 
situation. So Shame is a feeling that the individual don‟t have control over, that is stable 
and internal. Therefore the main difference between the shame and guilt is the level of con-
trol the individual have over the action (Weiner, 1986).  

Niedenthal et al. (1994) conducted a pilot test in order to find the difference between 
shame and guilt. Undergraduate students were asked to imagine situations where they eli-
cited Shame and guilt. By discussing different situations of shame and guilt in small groups 
and using that information to create scenarios that elicited greater shame than guilt and sit-
uations that elicited greater guilt than shame, Niedenthal et al. (1994).  The outcome from 
the two scenarios was coded with factors such as the self, behavior or statements that mu-
tated the situation, Niedenthal et al. (1994). The result from the study showed that feelings 
of shame were followed by a high mutation of the self.  Whilst feelings of guilt explained 
that it was more likely to be behavior that was mutated to undo the situation. The link be-
tween shame and guilt is showed in a study made by Averill (1982), Wicker, Payne, and 
Morgan, (1983), Harder and Lewis (1986), and Tangney (1992) cited in Tangney, Wagner, 
Fletcher and Gramzow (1992). The study showed that a common cause of anger is a “loss 
of personal pride” or loss of self-esteem very likely shame related experiences Tangney et 
al. (1990). A study by Tangney (1992) it was found a clear relationship between feelings of 
anger and blame. Tangney (1990) cited in Tangney (1992) stated that when facing feelings 
of anger the outcome could easily be blamed on external factors. When the individual in-
stead faced guilt he or she was more likely to attribute the feeling of guilt to the negative 
outcome of the event. 

Anger and pity are according to Weiner (1985; 1986) an external factor. This means that 
the entrepreneur blame external factors when facing failure. The failure can consist of a 
personal defeat and seen upon as a negative and self-related outcome from an experienced 
event which causes anger. Pity is felt when facing failure that is external, although when a 
person is unable and the failure cannot be blamed on laziness or lack of effort (anger) but 
instead inability, then feelings from the outcome is classified as pity. An example of anger 
and pity can be when a woman is supposed to attend a job interview and the night before is 
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disturbed by screaming neighbors. This may cause that she will not get any sleep the night 
before the job interview. Because she did not get any sleep it will be hard to concentrate a 
100% on the job interview and she will therefore attribute her failure on the job interview 
to the neighbors. This can be seen as external and controllable factors that may cause an-
ger. When she arrives back from the job interview to confront the neighbors about the 
loud noise from the night before she found out that the noise were due to a robbery. All 
the neighbors‟ possessions had been stolen and that was why they had been so loud (exter-
nal and uncontrollable). With this new information from the event, she is now more likely 
to feel pity towards the neighbors, although she may still be frustrated that she did not get 
the job.  

2.5.2 Emotional and financial cost 

Even though delaying a bankruptcy is costly for the entrepreneur it is still the fact that 
many firms continue their activities and persist in business even when it is financial costly 
to do so. Facing a bankruptcy involves different factors more or less under control for an 
entrepreneur. Earlier research in the area of persistence has been on decision biases and the 
financial consequences of owner-managers (McGrath and Cardon, 1997; Meyer and 
Zucker, 1989; Van Witteloostuijn, 1998). Therefore financial impact on the entrepreneur is 
associated with the delaying time. The question was if this always was the case, and Dean 
A. Shepherd, Johan Wiklund, J. Michael Haynie (2007) discusses the emotional causes and 
both the emotional and financial outcomes from delaying business failure.   

 

Before touching upon the emotional and financial costs we will in a few words describe the 
process of a bankruptcy, the whole procedure including different ways of facing bankrupt-
cy are described later on in section 5.1 Empirical findings – the proceedings. The reason for this 
is to achieve understanding in what extent this event of failure can influence the entrepre-
neur that filed for a bankruptcy. The moment the firm files for bankruptcy the entrepre-
neur is out of control of the company. The district court judges the firm to bankruptcy and 
announces an official receiver who from now on is the one to make all decisions concern-
ing the firm (Bolagsverket, 2009). The official receiver is commissioned to make an inven-
tory of the company and to close the bankruptcy in the best of ways for all concerned 
parts.  

As earlier research enlightens, the cost for the entrepreneur is linked to the time of persis-
tence before filing for bankruptcy. Shepherd et al., (2007) are talking about “Anticipatory 
Grief” the time of persistence – delaying business failure. Anticipatory grief explains the 
emotional preparation for the entrepreneur before the business failure. How the link be-
tween this time span and the costs of business failure, emotional and financial, generates 
the need of a medium time of persistence – a period of anticipatory grief. The persistence 
can‟t be too long, neither too short to be able to fulfill its purpose to facilitate the overall 
recovery for the entrepreneur (Shepherd et al., 2007). But how long is too long and what is 
the ultimate balance between financial and emotional cost– it differs from entrepreneur to 
entrepreneur and from business to business (Shepherd et al., 2007).  
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Fig. 6: Balancing the financial and emotional costs of business failure to optimize recovery. 
 

Shepherd, et.al (2007) presents five propositions  
Proposition 1. The degree of financial cost is affected by the time of persistence. This means 
that the delay of business failure by the owner-manager will lead to a greater financial cost - 
the longer persistence the higher financial costs (Shepherd et al., 2007). 
 
Proposition 2. The financial cost after facing business failure affects the time interval between 
the failure event and an eventually reentry to business. The higher financial cost the longer 
time is needed for recovery of the owner-manager (Shepherd et al., 2007).   
 
Proposition 3. There is a curvilinear relationship between the period of anticipatory grieving and the owner 
manager’s grief triggered by the business failure event; the owner-manager's level of grief triggered by the fail-
ure event decreases with persistence to a critical point but beyond this critical point further persistence in-
creases the level of grief triggered by business failure.   
To simplify the proposition; you need a time before the failure event to realize that the end 
is coming – the anticipatory grief, and this knowledge facilitate the grief process after the 
failure event which affects the emotional costs and there are an ultimate time for the antic-
ipatory grief – the turn in the u-shape, after this the cost of persistence increases (Shepherd 
et al., 2007). 
 
Proposition 4. The emotionally recovery from a business failure is dependent on the emo-
tional cost due to the business failure. The greater emotional cost the longer time to emo-
tionally recover for the owner-manager and re-enter to business (Shepherd et al., 2007). 
 
Proposition 5. In situations with a strong relationship between persistence and financial costs 
relative to the relationship between persistence and emotional costs the overall recovery 
from a business failure for an owner- manager can be increased by some persistence 
(Shepherd, et al., 2007).  
 
Summary of the model; “that longer persistence increases financial costs (P1), and that fi-
nancial cost has a negative effect on overall recovery (P2). The relationship between persis-
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tence and emotional cost has a U-shape so that emotional cost is minimized with a period 
of medium persistence (P3) and that emotional cost has a negative impact on overall re-
covery (P4). Finally, if emotional cost dominates over financial cost, the relationship be-
tween persistence and overall recovery will be U-shaped (P5)” (Shepherd et al., 2007, P. 
10). The proposition of Shepherd et al. (2007) is that the delaying of business failure 
doesn‟t have to be altogether a bad thing. In some situations it is preferable to continue the 
business (persistence) by delaying the failure to balance the emotional and financial costs 
due to a business failure all in order to optimize the recovery (Shepherd et al., 2007). 

2.6 Frames of References; a Summary 

By narrowing down the frame of reference, from a wider entrepreneurial perspective down 
to the emotional part of facing a bankruptcy we aim to create a foundation of understand-
ing and by that provide a tool that is insightful and investigates the entrepreneurial failure 
in the light of emotions. In order to create a graspable and clear overview of the thesis we 
here provide a summary of the theories used. 

Under section 2.1, entrepreneurship is in focus; different definitions are discussed and we 
highlight the chosen one for this study by Davidsson (2004), since it is based on the broad 
term of economic activity. And where the term can describe a new invention or an existing 
product with some modification introduced to the market.  

Section 2.2 and 2.3 concerns failure and covers different aspects of the failure of an entre-
preneur both the pragmatic part and the softer psychosocial side. Here bankruptcy is stipu-
lated as the definition of failure to be used throughout this study. Liao (2004) guides us 
throughout four possible failure factors which finally can lead to a bankruptcy; environmental 
circumstances, individual characteristics, strategy and structure, available resources. Further 
we have been looking at the response to failure throughout motivation and culture factors how 
they serve as a foundation to the sections of Attributions and Emotions. 

In section 2.4 we face Attributions that is defined as causal explanations for how individuals 
explain past behaviors of others and themselves. The Attribution Theory, Locus of Control 
and the Self-Serving Bias are factors that are a part of the attributions that an individual 
faces with a bankruptcy and is discussed in order to explain the involved emotions in the 
bankruptcy.  

Finally in section 2.5 we narrow down the frame of references to the Emotions; the three di-
mensions and the emotional and financial cost. The last part of frame of references summarizes 
the connection between the causal attributions and the cognitive approach or the process 
of thinking that creates emotions. The emotions discussed by Weiner (1985; 1986) will be 
used in order to draw conclusions from the conducted interviews.  

3 Research Questions 

To be able to fulfil the purpose of this paper, which is to investigate the entrepreneur’s emotional 
responses after the bankruptcy, it can be useful to make a further specification of named pur-
pose. Based on the frames of references mentioned above we have developed additional 
questions to clarify the subject. 

 Attributions to failure, internal or external? 

 Involved emotions from the bankruptcy? 
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 Why delaying a business failure although it is financially and emotionally costly? 

4 Method 

In the section we will start of by explaining the purpose of choosing our type of study and showing different 
examples of strategies. Moving on to how we conducted the study and what limitations we found with our 
chosen study. 

This study is a part of a larger context, a doctorial dissertation, and by that the overall ob-
jective is to contribute to the main project not as much to make any final conclusions. In-
stead the value lies within the issue to explore new, hopefully, valuable information within 
the issue of emotional response to bankruptcy that makes a contribution to the main 
project.  

4.1 Conducting the study 

Due to the limitations of earlier studies within the research field we will conduct a case 
study that gives us the possibility to seek new insights and we will therefore use an explora-
tory study. Using the case study with an exploratory research gives us the possibility to find 
understanding of the emotions and their past experiences of the bankruptcy, since the case 
study approach is focusing on an understanding of the dynamics that are present within a 
single setting, in our case emotions involved with facing a bankruptcy (Eisenhardt, 1989). 
To create and find the emotions involved with a bankruptcy Adams and Schvaneveldt 
(1991) claimed that there needs to be flexibility in the exploratory study that in the begin-
ning will be broad and as the work progresses the focus becomes narrower. 

Strategy Form of research 
question 

Requires control of 
behavioural 
events? 

Focuses on con-
temporary events? 

Experiment How, why? Yes Yes 

Survey Who, what, where, 
how many, how 
much? 

No  Yes 

Archival analysis Who, what, where, 
how many, how 
much? 

No  Yes/no 

History How, why? No No 

Case study How, why? No  Yes 

 

 

 

   

Figure 7: Relevant situations for different research strategies, source- a case study research Robert.k. yin 
(2003) 
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Defining the research question is the first step in the research study. The most important is 
to understand that research questions have both substance (What is my study about) and 
form (is my questions a “who”, “what”, “where”, “why” or “how” question) Yin (2003). 
Others mean that it is more important to look at the point of preceding discussion and that 
the form of question can provide an important clue in finding the correct research tool 
(Campbell, Daft and Hulin, 1982).  

A case study is used as “a strategy for doing research which involves an empirical investiga-
tion of a particular contemporary phenomenon within its real life context using multiple 
sources of evidence” (Robson, 1993, P.146). The data collection for case studies is used 
very widely and often used in combination; this may be interviews, observations, documen-
tary analysis or questionnaires. According to Saunders, Lewis, Thornhill, (2007) when using 
a case study a good way is to use a triangulate sources of data, which refers to the use of 
different data collection techniques within our study to ensure that the data are telling you 
what you think they are telling you (Saunders et.al, 2007). Since there are close to no prior 
research done in the field and the existing knowledge base is somewhat poor the existing 
theoretical framework does not provide us with the possibility to test certain hypothesis or 
develop our own theories. Instead we use different existing theories to be able to achieve 
an understanding of a social phenomenon that is complex by its nature, which generates an 
exploratory study approach and the need of collecting relevant data is therefore crucial 
(Yin, 2003). Due to these circumstances, a case study was chosen in order to make a quali-
tative research with interviews of entrepreneurs. By choosing a specific amount of entre-
preneurs instead of a wider amount of entrepreneurs our research became qualitative. 
When deciding to make a qualitative research (in-depth interview) we believed that this was 
the most efficient way to create a deep knowledge of the emotions involved with the bank-
ruptcy. The reason is that a quantitative research approach by a survey through a question-
naire would not have provided us with the in-depth empirical findings needed for making it 
possible to conduct the analysis (Yin, 2003). 

Research Approach 

When it comes to the decision whether to take an inductive or deductive approach for the 
study, the crucial issue is the nature of the research topic (Saunders et.al, 2007). When a 
deductive approach deals with testing existing theories – data follow theory, the inductive 
one is building theory - theory would follow data (Saunders et. al, 2007). Where the deduc-
tive approach needs theories to hold for true and is in need for prosperity of literature from 
which one can define a theoretical framework, the inductive approach is preferable when 
the existing literature is poor and the research area is somewhat new or somewhat unex-
plored (Saunders et al., 2007). As mentioned the fact that this study concerns a so far rather 
unexplored research area with a small amount of existing literature the most appropriate 
thing was to work mainly inductively. This means that the generated data is analyzed and 
reflected upon what theoretical themes the data are suggesting (Saunders et al., 2007). Even 
though a creation of a new theory never where the purpose in this study, a mainly inductive 
approach is the most rewarding from the angle of the research question. And in accordance 
to Saunders et al. (2007) a combination of the both approaches many times can be seen as 
an advantage and that is the way this study was taken.  
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Information used primary vs secondary 

The information gathering was divided in two areas. The primary data information was col-
lected for the specific purpose, (Kotler, Wong, Saunders, Armstrong, 2005), and is based 
on the interviews that we conducted. The primary data was then collected by a qualitative 
research that measures a small sample of entrepreneurs. 

Research approaches Contact methods Sampling plan Research instruments 

Observation 

Survey 

Experiment 

Mail 

Telephone 

Personal 

Internet 

Sampling unit 

Sampling size 

Sampling proce-
dure 

Questionnaire 

Electronic instruments 

Figure 8:  Information gathering, (Kotler, Wong, Saunders, Armstrong, 2005) 

In order to get a structure of the qualitative research we used the planning of primary data 
by Kotler et.al (2005). The research approach was done through an observational view 
where the data was found from relevant people (the entrepreneurs). The interviews were 
then conducted through personal meetings in the entrepreneur‟s home or at any other ap-
propriate place. As mentioned the interviewed was entrepreneurs how have gone through a 
bankruptcy (cluster). There were 5 conducted interviews and the entrepreneurs was found 
through personal contacts and different databases (judgment sample), for example affärsda-
ta.se. The fourth row will not be taken into consideration here since there is a lack of relev-
ance due to our research. 

When conducting our study the use for secondary data was limited since our conclusions 
were based on our primary data from the interviews. Example of a secondary data source is 
previous studies by Bernard Weiner (1986) and the book an Attributional theory of motivation 
and emotion, was used to state different traits of the entrepreneurs. 

4.2 Interviews 

When making a study which requires qualitative data, it is of importance to work through 
the needs and to be careful when making the choices involved with the process. The key 
challenge was to find the right tools that provided us with the most appropriate material to 
work with, all in order to find the best way to answer the research question. This generated 
a semi-structured and in-depth interview approach that was considered as the most award-
ing in accordance to our research question. The implementation of the interview concluded 
themes and questions that covered our research area (Saunders et.al 2007). When conduct-
ing the interviews the questions were constructed in a way which made it possible to vary 
them from interview to interview in order to gather as much data as possible. But it also 
generated the possibility to adapt the question in respect to the interviewed. It should be 
noted that it is important to have additional questions to create a basic structure and from 
there have varied questions that can create a good flow in the interview.  In order to re-
member the flow of the interview and return to the interview, the use of audio-recording is 
desirable. But also to take notes during the interviews in order to have a backup in case the 
audio-recording of some reason does not work, (Saunders et.al, 2007).  
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Figure 9: Forms of Interviews (Saunders, Lewis and Thornhill 2007) 

It has been discussed that qualitative research lacks objectivity, especially when it comes to 
the human interaction inherent in the interview situation (Kvale, 1996).  When asking the 
questions it is important to find the feelings and responses from the bankruptcy and there-
fore the questions was adapted along the interview all in order to trigger the emotions that 
were experienced from the bankruptcy. The openness of the qualitative interviews is one of 
the biggest advantages. The qualitative study consists of a smaller amount of interviews, 
approximately 5 interviews. The meaning with conducting interviews was to create a deeper 
understanding of the answers, it should also be noted that you cannot draw exact conclu-
sions from such a small sample (Saunders et.al, 2007). 

4.2.1 Case - Selection of the interviewed 

A crucial part of a research project is to outline the frames in which the research is going to 
be conducted. We have been looking at what kind of study that was conducted by the use 
of non-standardized in-depth, face to face interviews to be able to fulfill the purpose. Next 
step was to state the case selection. The intention was to conduct at least 5 interviews with 
entrepreneurs that had gone through a bankruptcy approximately a year ago. To our help in 
selecting cases we have been working with affärsdata, a data base that contains information 
about companies in Sweden, both ongoing and wellbeing firms and firms that have been 
closed by one or another reason. The database is a reliable source of information and is 
updated on a daily basis. Here we can find information about firms that no longer is active 
and the reason why, for example due to bankruptcy, fusion or liquidation (Affärsdata).  

In order to be able to fulfill our research purpose and before we started to work with the 
interviews we decided to get an overall picture of the research area, therefore we conducted 
interviews with a therapist and a consultant working with helping entrepreneurs throughout 
a bankruptcy. We thought that these interviews could enlighten us even more on the issue 
at hand.  After the interviews it was quite clear that our first intention concerning the span 
of time might not be the best due to our research question. After the conducted interviews 
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administered 
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One-to-many 

Electronic 
group interv. 

Group inter-
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Electronic Inter-
views (internet) 

Telephone in-
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with Thomas and Sofie we believe and understand that it takes time to grasp the conse-
quences of a bankruptcy. Their experience was that after a year the entrepreneur just 
started to wake up from the chock due to the bankruptcy. Another aspect is the financial 
consequences which can take more than a year to fully grasp, the consultant informed us 
about a client that after 5 years finally was brought up to court, and by then was truly con-
vinced that he was done with the bankruptcy which was not the case. This achieved infor-
mation was in accordance with Bird (1989) who talks about the recovery of entrepreneurial spirit 
which requires the entrepreneur to take responsibility which in turn requires a sense of 
control that appears first after a time.  The loss of a firm involves emotions, triggers the 
same kind of feelings and takes as much time to heal like the loss of a loved one. Shapero 
looked at the time for re-enters to entrepreneurial activity and after his interactions with 
entrepreneurs he estimated a recovery time to as much as three years (Shapero, 1981).   
In accordance to this (for us new knowledge) we decided to change the time span for our 
case selections. We decided to work with entrepreneurs that have filed for bankruptcy for 
over a year ago, depending on the situation and the possibility for access to the entrepre-
neurs, we decided not to have a over age for the failure occasion instead we wanted to look 
at the single cases. Our intention was to select cases with companions that faced bank-
ruptcy together, and with a couple that been running a business together,  someone that 
has done a re- entry to entrepreneurship and to conduct an interview with someone that 
has done huge losses.  
All in order to be able to compare the outcome of the interviews from different angles; are 
there any differences in emotional response in relation to how hard the fall was, how much 
the losses was or in relation to however they were alone or shared the fall with someone 
else. 
A negative part of our chosen time aspect is an increased probability that the participants 
might have forgotten parts of the emotions involved right before and during the bankrupt-
cy or how their family reacted in the immediate connection to the bankruptcy. We needed 
to have this in mind when analyzing the collected data, but we are convinced that the ad-
vantages by changing the span of time over bridged the negative biases and provided us 
with the most suitable data and by that made it possible to fulfill our purpose.    

4.2.2 Interviews - Data collection  

After stating that we are going to have a case study approach and conduct interviews, and 
after selecting the cases, it was time for our data collection. The work started by using the 
draft from the case selection and contacting the potential participants. During our meeting 
with the consultant he told us that he had been in contact with three former clients and po-
tential interviewees. They all were interested in taking part of the study but they all needed 
to talk to their families before accepting to participate. Unfortunately for us it turned out to 
be only one of these entrepreneurs that were supported by his family to take part of our 
study. In accordance to our intentions of case selection we managed to get in contact with 
an entrepreneur which today is back in business, entrepreneurs that been running a busi-
ness together, and a couple that owned a business together.  
We booked meetings with the entrepreneur and informed them that the interview would 
take approximately one hour. The interviews were conducted by both group members with 
one exception, and took place at the most convenient place for the entrepreneur (Saunders 
et.al, 2007). From the beginning we decided to keep the meeting open and informal, we 
had our questions and made clear that the entrepreneur was free to answer them and that 
he or she also could speak freely about their emotions (Saunders et.al, 2007). Pretty fast it 
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stood clear that by letting them speak freely, it made it easier for them to express their 
emotions and experiences. 

To conduct interviews entails a great portion of patience. To talk about something so per-
sonal like failure, requires being keenly alive to the sensitive situation. Even though the one 
that have been interviewed did participate voluntary, the case is still extremely sensitive for 
the former entrepreneurs. To once again being confronted with the hurtful event in the 
past they so badly wanted to forget, truly requires humbleness at the interviewer. That is 
one of the reasons why it is of importance to gain the trust of the entrepreneur. To make 
him or her feel as comfortable as possible during the interview, since trust is a key issue to 
be able to get answers that is as truthful as possible (Kvale 1996; Saunders et.al, 2007).  

To make sure the entrepreneur felt secured and relaxed; the decision of the place and time 
for the interviews was made by the interviewees. When it comes to Fredrik and Matthias, 
they got the proposal to come to the home of Martina, since they didn‟t want people 
around asking question why they were interviewed. And it gave Matthias the possibility to 
bring his son to play with Martina‟s son, all to make it easier for him to being interviewed 
but also to create a more relaxed atmosphere (Saunders et.al, 2007). The Interviews took 
from one and a half too over two hour to conduct, depending on the situation. It seemed 
like once they started to talk they couldn‟t bring it out fast enough, that it was a great relief 
for them that someone actually was interested to listen to their story, and that their failure 
might contribute to something good. 

So far we were quite satisfied that we didn‟t face any draw backs due to the entrepreneurs 
but it should come. The couple we were supposed to interview was hit by a huge loss in the 
family and due to their grief we cancelled their participation. First our intention was to find 
another couple to interview but due to the limitation of time we decided to leave that trace 
for future studies. Another drawback was the fact that the entrepreneur we had in mind 
considered a huge loss faced his failure 15 years ago. After ventilating advantage and disad-
vantages concerning our entrepreneur the decision was made to go for it and try to come in 
contact with him before making any final decision whether to include him or not. When 
standing in front of the fact that we at our first try came in contact with him and the fact 
that he at once agreed to take part of our study, we couldn‟t do anything than include him 
in our study.  His firm failure still is one of the biggest and most widely known in our 
country, and we consider that this fact over bridge the disadvantages of the time span. Af-
ter Philips interview with him we were even more convinced that the time passed by since 
his bankruptcy didn‟t play any essential role, when closing his eyes he still could feel the 
taste of unreality and that he still can wake up in the morning thinking that it all just was a 
night mare.   

During the interviews notes were taken. The reason why was the knowledge that it could 
help the interviewee to see that there was an interest in the outcome, but also to help us 
stay alert during the interview (Saunders et.al, 2007). There is another reason why it could 
be good to take notes, the recorder might turn out to be out of order, which was exactly 
what happened to us. Since we had the notes and the possibility to come back to the inter-
viewed we manage to put the interview together.      
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4.2.3 Questions asked 

When conducting interviews, there are different factors that must be taking into considera-
tion. Different factors contribute to the outcome of the interview, if it turns out well or 
ends in a failure. All from the location of the interview to right dress code and using the 
right business language (Saunders et.al, 2007). When  using semi-structured interviews the 
questions should be simple and brief. They should be easy for the interviewee to under-
stand; both in context of possibility to answer but also to have an understanding in the 
relevance of the question according to the informed issue at hand (Kvale, 1996; Saunders 
et.al, 2007). One way to conduct interviews and to make sure to keep it simple and easy to 
follow for all participants is to use head questions like we did. And then deepen the inter-
view with the use of sub questions, all in order to avoid ending up with answers we don‟t 
find deep enough. This results in a second chance to get what we wanted out of the asked 
question (Kvale, 1996; Saunders et.al, 2007). Another way to open up the interview and 
find ways of good interaction during the interview is to relieve the atmosphere. For exam-
ple to offer “fika” to break the ice, and to conduct the interviews in some ones home, as in 
our case, Martina‟s home. To start the interview with informal, warm-up question about 
background, age, marital status and then go on to questions about the firm and then down 
to the firm failure and over to the emotional part of the bankruptcy. Make sure the entre-
preneur understands the questions for example ask the same question in different shape 
(Saunders et.al, 2007). When facing that the entrepreneur didn‟t give an answer to the ques-
tion we noted it and then tried again later on in the interview. In all of the cases we finally 
got an answer without being aggressive, just by making a reformulation of the question.  

4.3 Data Analysis 

When conducting an exploratory study like the one that is done here, the result requires 
some kind of classifications. To achieve a well- grounded conclusion the data needs to be 
analysed throughout the use of conceptualisation (Saunders et. al, 2007). To be able to ana-
lyze the collected data the need of preparing the material arises. Since we have conducted 
face to face interviews that were audio recorded and supported by note taking, we needed 
to transcribe both the notes and the recordings. All this to certify the accuracy of the data 
and by that ensure that no data were lost. When transcribing the data, not only the exact 
words are interesting, it is also important to catch the underlying tone in the word said and 
the body language to manage to get all pieces of the puzzle (Saunders et al., 2007). Another 
important factor to take under consideration when planning the transcription, is how you 
intend to analyze the collected data. By using different highlighting, bold or italics you can 
draw up directions of analyzing the transcription and create codes for different factors in-
volved with the interview (Saunders et al., 2007). Since we only conducted five interviews 
and due to the limited time available the decision was made to simply transcribe the inter-
views and separately note down body language and our immediate reactions during the in-
terviews. We found it important to do the transcription in connection to the interviews and 
because they were conducted in Swedish we had to work through the material and translate 
the questions and answers to English. The use of codifying software was never an option 
due to the limited amount of time and money.  

When it comes to analyzing the collected data, there are different approaches available. As 
stated before we have been taking a mainly inductive approach. The study takes a descrip-
tive and subjective research approach through face to face interviews (qualitative study). 
The need to find a method for analysis becomes crucial which in turn creates a complex 
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situation since this part of the process is the one that is least codified and by that harder to 
analyze (Eisenhardt, 1989). One key issue, when collecting and further on analyzing the 
data, is to organize the different interviews to comparable sets of information. In this study 
different headlines have been used all in order to categorize the collected data. Later on, in 
order to summarize the collected data from the interviews, a table of the most important 
key points will be presented all in order to provide the reader with an overall picture of the 
data collected (Saunders et. al, 2007). When using a table like the one provided, principal 
themes and relationship between the different themes arises from the collected data and is 
then used as a foundation of exploring the data. Further the collected data was applied on, 
and discussed, in the light of the theories in frames of references all in order to be able to 
explore the response from a firm failure like a bankruptcy. The first part of the analysis will 
discuss the different dimension by Weiner, (1985; 1986) and will be divided into inter-
nal/external, stable/unstable and finally controllable/uncontrollable. Internal and external 
will be used in order to see if the entrepreneur attributes the failure towards himself or the 
external environment. Stable factors will explain whether the entrepreneur entirely blame 
personal trait and that their own lack of ability as the reason for why the bankruptcy be-
comes a fact while unstable is the opposite. The next step will be to explain the entrepre-
neurial trait by Brockhaus et al. (1984) that will be used in the analysis of rating how entre-
preneurial the interviewees are by the five psychological characteristics. Further we will use 
the model by Liao (2004) to find different aspects that contributes to the failure event. The 
second part will enlighten the emotions that are involved after the bankruptcy.  

Trustworthiness 

To ensure accuracy in the collection of empirical material, interviews were recorded and 
transcribed to get an exact reproduction of what was said and in what context things were 
expressed. Unfortunately we had repeatedly times problem with our audio-recorder (Tech-
nological bias) that lead to difficulties with the transcription. The problem was overcome 
by our possibility to return to the entrepreneurs for clarification. We also tried to avoid 
leading questions by constantly asking follow-up questions and keeping a lively discussion. 
Both of us were present during all interviews with one exception, the interview where di-
vided so that one of us was in charge of the questions asked and the other taking notes 
from the interview. All in order to grasp and receive the information that was told by the 
interviewee.  
The area of ethics should also be taken into consideration, since the subject can be re-
garded as somewhat sensitive we have tried to be careful in our presentation of the material 
by leaving the respondents anonymous and getting their permission before publishing the 
thesis. According to Shamoo and Resnik (2003) honesty, integrity and respect are keystones 
in conducting ethical research.  When it comes to the part of stating the patterns emerging 
from the collected data the need to seek alternative explanations is important, a test of the 
outcome and make sure all alternative are taken under consideration (Saunders et al., 2007). 
 
Weaknesses  

As in all research approaches there are weaknesses involved with the chosen approach,  
Saunders (2007) mentions some main areas; reliability, forms of bias, validity and generalis-
ability. When this type of study is conducted, which is of a non standardized art, the lack of 
standardisation raises the concern of whether an alternative researchers reveal similar in-
formation out of interviews as the origin researchers or not (Saunders et.al, 2007). Since 
our interviews were conducted in Swedish, the translations become crucial. The work with 
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translation requires well developed language skills though it is easy to lose the original 
meaning of the questions. This can result in the loss of capturing the right sense in the 
questions and later on in the answers. And can therefore be seen as a weakness of the study 
(language bias). As mentioned earlier our problem with the audio-recorder and the fact that 
we did not receive an exact transcription could be seen as a weakness for the empirical 
findings. Another aspect of reliability is related to bias; interviewer bias and interviewee 
bias (or response bias).  

A weakness with our qualitative research is that the small amount of data makes it harder 
for us to state specific conclusions (Saunders et.al, 2007). When conducting this type of re-
search, using semi-structured or in-depth interviews it is impossible to make generalizations 
since we are using a small sample of cases which in turn is most likely to be unrepresenta-
tive to the entire amount of entrepreneurs. This is nothing unique with this study it is a 
common situation when adopting this research approach (Yin, 2003).   

A weakness of using a small case study like the one at hand is that the outcome is subjec-
tive. The interviews focus only on the individual story and not his/her surrounding, imply-
ing that the interviewer‟s needs to take for granted that the person is telling the truth 
(Kvale, 1996; Saunders et. al, 2007). 

5 Empirical findings 

In the fifth section the empirical findings will be presented. Five interviews have been conducted and each of 
the interviews will be presented to get an overall picture of the interviewees. The proceedings of the interview 
will be described to grasp the reason for why a bankruptcy can be reality.  

The interviewed entrepreneurs will be anonymous, their names will be randomly chosen but they will be given 
character names for how they are seen upon from the author’s viewpoint. 

 

5.1 Proceedings 

The path to bankruptcy vary with the firm and even though you can define a certain pat-
tern among firms that end up in the final failure, the reasons why often is a combination of 
different factors. The firm struggles with different financial problems and finally the bur-
den brings the company down. As mentioned the underlying factors of the shortcoming 
and the reason to lack of liquidity vary with the entrepreneur and business. It can for ex-
ample depend on confirmation bias, which systematically directs the entrepreneur to dis-
card all information and signals that might indicate that assumptions made are incorrect 
(Kahneman, Slovic & Tversky, 1982). 

When the company no longer is in position to be able to pay its debts or when the firm 
have consumed part of the share-capital there is no option but file a bankruptcy petition 
against the company. This is made by either the creditors, if their invoice stays unpaid, the 
board when the company has consumed part of their own capital and the control balance 
sheet don‟t show any improvements or by the entrepreneur when they find no other way 
out (kronofogden 2009). The district court judges the company to bankruptcy and an-
nounces an official receiver which takes over the control of the firm and dismisses the 
board. The receiver from now on is the one to make decisions of the firm (Bolagsverket, 
2009). The official receiver is commissioned to make an inventory of the company and to 
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close the bankruptcy, by clearance sale of the bankrupt's stocks. In some cases the exit of 
the market in a sense is voluntary – the owner doesn‟t find any other alternatives due to the 
circumstances. The firm make a deliberate bankruptcy but more common is to simply close 
down the firm when it don‟t deliver a sufficient return on invested capital (Altman, 1968), 
to go into liquidation. 

5.2 Entrepreneurs 

When the decision was made to write this paper, the idea to conduct an interview with two 
former partners that had gone bankrupt started to grow. To be able to look at two different 
individuals that have gone through the same event and see how they have experienced the 
firm failure and by that get another dimension of the emotional part of the failure. To be 
able to see how the same event triggers different appraisal at different individuals, if they 
perceive the failure differently at all. We found two brothers which been running a business 
together and gone bankrupt and the interviews with them gave us a greater understanding 
how differently you can face the same failure. 

5.2.1 Fredrik – The No Worry Man   

When we contacted Fredrik about the interview he was already informed about our work 
and was waiting on our call. He had have time to prepare himself and to evaluate if he 
should be a part of this research or not. So when the question was asked, he said yes with-
out delay and we booked a time for the interview as soon as we could. It was quite clear 
that he had discussed with his brother and thought about whether to take part of our re-
search or not. When decided time for the interview he asked if we were serving something, 
and made some jokes about selling himself for a cake. To take the day as it comes and to 
laugh off hard times is one of the outcomes of experienced firm failure. 

The interview was conducted in the home of Martina, and to relieve the atmosphere we 
made sure it was coffee on the table.   

Background 

Fredrik was a program student at Växjö University, when his brother started a computer 
related firm. He was in his early twenties and was pretty satisfied with his life at campus 
and with his studies in international business administration. When his brother‟s compan-
ion wanted to withdraw his participation in the company, the family triggered him to take 
place in the firm. As he is a “no worry man”, he saw an opportunity to work with one of 
the funniest things he knew, computers.  

At the time of entering the firm it was a private firm. Since Fredrik had some previous 
knowledge‟s about running a firm both theoretical from the years at school but also some 
practical from the time his father had a business, he made it clear that he wanted to convert 
the business to a joint-stock company. They took help form their accountant to buy off the 
partner that wanted to leave and to convert the company with Fredrik and his brother as 
joint owners.  

He had by now a rather high knowledge in computers, both concerning soft ware and in 
constructing computers. He is as person very goal-directed when he make his mind up and 
when things interests him, he can spend hours and hours on deepening his knowledge in 
the area and it was in this way he had acquire the knowledge in computers.   
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Motive  

Concerning start up motive, we can‟t find one since he entered the business after the first 
start up time. But his motive to join his brother was a great appetite in life, an opportunity 
to work with one of his favourite hobbies and the fact that he considered the business idea 
as strong with huge possibilities. He saw the opportunities in the market with few competi-
tors at the time, and the one that existed had a negative reputation – the market was long-
ing for another actor.     

Business idea 

To provide the nearby market with customer build computers, construction of network, 
support and in that connection consistent operations. (This was before giants like; Elgigan-
ten, Net on Net, PC city and On Off entered the computer market.)  

Support 

Before entering the business he took help and discussed with family members that runs 
business and his father that have been self-employed during part of Fredriks childhood. All 
of them gave him support and encouraged him to take the step and join his brother. While 
the decision was made he and his brother contacted the accountant and he gave them the 
support and all help they needed. He was the one that converted the private firm to a joint 
stock company, at least they thought so.  

Failure factors 

The business had a large order stock, Fredrik spent all waken time at the firm but he loved 
it and was happy about the good reputation the company had. All costumers were pleased 
with them and came back for advice and as soon as they needed some computer related 
product they came to their store.  

They were building computers after the costumer‟s desire which implies that they had 
money owing to them which in turn generated a large cheque credit just to keep the flow. 
They never used on account invoices even though they worked with large commissions 
they charged first after the job was completed. This was a vicious circle which they couldn‟t 
get out of. The company continued to get more work and needed higher cheque credit to 
be able to pay their debt until the day of payment.    

As the company grow, they hired one and they started to have trainees to help them out in 
the store. Afterwards it seems like one of their biggest mistake. The business was situated 
down town, and had two possible ways in, one in the front and one at the back. Since 
Fredrik and his brother were working all time, they had no control so ever in the flow of 
customers and viewers in the store.       

Emotional Response 

The strongest feeling for Fredrik today is the grief of never being able to find out what the 
outcome of the business would have been if they had handle the firm in a different way. 
And what his social life could have been like if he hadn‟t spent all waken time in working 
during such a long time. He is still convinced that the business concept together with their 
knowledge in task was in the right time and place, the only thing missing was business 
knowledge. Their lack of consciousness of how to actually run a business was in his opin-
ion the main failure factor, which leave us with a question without an answer; what if.      
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After the bankruptcy Fredrik thought it was over. He lost the capital he invested but he 
thought that‟s all. He started to work at different schools as supply teacher and was pretty 
satisfied with the way things went out. He felt sorry for his brother that was in another 
economical situation, but that‟s life. But the reality soon hits him with double strength. 
Even though you have a joint stock company the tax debts are personal, so even though 
you think your only risk is your investment and the loans you are standing surety for, you 
have another dimension – taxes.  

The demand for payment came as a huge chock for Fredrik; he simply thought that after 
the final call when the official receiver had closed the case it was over and that he could go 
on with his life and leave the failure behind him. He truly needed time to figure out how to 
deal with such a large debt, his solution was to work – a lot. He already had a full time job 
and he applied for a full time night job and was employed. Now he was working 100% in a 
day job and 100% on a night shift. He didn‟t tell his employer that he had two jobs, so he 
paid to little in taxes, he had a large salary and could pay of his debts.   

Today Fredrik is working part time (20 hours a week), not a single hour more than he can 
to be able to keep all earnings and not leave anything for the enforcement service to take. 
He smiles and says that he didn‟t know that you could actually live so well with so little 
money. He play golf every day after work during the golf season, since he is a rather good 
golfer he often gets invitations to join other golfers in different tournaments and social golf 
plays which gives him the possibility to play on other courses without paying green fee. 

But he has also taken up his studies again, not as a program student but as a single courses 
one. He has been studying part time since he started to work part time and during times he 
has been a full time student.  

Fredrik is a survivor, but the sadness left as the outcome from running his own business, 
leaves a bitter taste in his mouth. And he still comes back to “what if...” the grief is still a 
part of him and even though he soon will be free of debts, he is a wounded man on his way 
to find out what to do when the dark years are history.   

5.2.2 Mattias – The Restless Soul  

Mattias is 36 years old, he is the older brother and he was the first one we contacted about 
conducting an interview about a firm failure. He hesitated and told us to come back since 
he thought he needed to talk to his wife and get her permission before taking part in the 
research project. He told us that he just wanted to forget the whole business failure and 
rather not talk about it at all. When we contacted his brother in the same issue, we found 
out that Mattias had been discussing our request and truly wanted to take part in this study. 
After the meeting with Fredrik we booked a time for the interview with Mattias. It was a 
bit complicated to find a suitable time so the solution was a meeting in the home of Mar-
tina which generated the possibility for him to bring his son.       

Background 

Mattias grew up in a medium size town in Småland and during times his father was in the 
real estate business besides running a camping ground and working at the local govern-
ment. He and his brother spent a lot of time at the camping place which generated good 
skills in English and German.  
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Mattias is a restless soul so when he went to school he thought it was monotonous and he 
focused on his interests instead. As soon as he had finished the 9th grade he started as a 
fulltime apprentice at one of the leading painting firms in his home town. When the ap-
prentice time was over he get an employment in the company in which he been doing his 
apprentice. He worked as a painter in the 1990‟s and in his spare time he worked with 
computers in different ways.  

In the winter of 1996 he was dismissed due to scarcity of work and during this time he 
started to hang around a computer firm in town. During all day he was there with the old 
owner and when the costumers needed help and the owner couldn‟t help them, Mattias 
took a look at the problems and solved them. The reputation of Mattias as a real computer 
expert was spread around the town. And when the old owner wanted to withdraw from the 
business he offered Mattias to take over. In the winter of 1997 when he once more was 
dismissed he decided to go for it and at the age of 27 he started his first company within 
the computer-service industry. 

Motive 

Mattias never strived to become his own, it just happened due to the circumstances. The 
fact that he was dismissed from his work and the opportunity to take over the locality of 
the computer store he used to hang around, was the key factors. To be able to work with 
computers, his passion in life, was not in itself enough to motivate him to start up an own 
business. Since he truly is a restless soul the fact that he was unemployed was the crucial 
cause for him to become self-employed.  

Business idea 

To provide the nearby market with customer build computers, construction of network, 
support and in that connection consistent operations. (This was before giants like; Elgigan-
ten, Net on Net, PC city and On Off entered the computer market.) Mattias built the com-
puters and made the installations at the customers and if anything didn‟t work in a satisfied 
way he visited the companies and solved the problem. In the meantime his partner handled 
the store and the accounting.  

Support 

Since Mattias was unemployed, he found out that he could get a start-your-own firm allow-
ance. He talked to the employment officer and he arranged a meeting with Almi. After only 
one brief meeting he was approved as qualified to achieve subsidy, without having any de-
mand for anything in return. They contributed with six month earnings and nothing more, 
based on his earlier wages.   

Before starting the business he discussed the idea with his family members that run‟s busi-
nesses. All of them gave him support and encouraged him to take the step. They advised 
him to find someone to join him, who knew accounting and had at least some experience 
of running a business. Mattias came in contact with a guy that used to hang around the 
same computer store as him and he talked about his earlier experiences of running a busi-
ness. After discussions and after Mattias had started up his company he joined the com-
pany and started to work in the store when Mattias was out visiting the costumers, he was 
also the one who should take care of the book-keeping.  

 



 Responses from Firm Failure – Attributions and emotions 

31 

 

Failure Factors 

The computer business went well, and as the orders came in they ordered the parts needed 
for the manufacturing. Soon they realized that they needed to have a stock of parts re-
quired for production and to be able to put an order you are in need of capital. With larger 
order stocks the need of money was required and their bank offered one's services and 
gave them a loan. Even though they had a lot to do the amount of liquid capital was too 
low. This started to generate discussions between the partners when the receipts didn‟t 
cover the bills and wage for the partners. Since Mattias was financed by Almi it worked fine 
with him not being able to get a salary by the company. He could give the firm the time to 
build up a capital flow but the partner soon got tired of not getting anything for his work. 
To solve this discussion they took another loan in the bank. The bank didn‟t even ask for a 
stability sheet they just transferred the money. When Mattias asked his partner of the finan-
cial situation he mumbled about to little money but otherwise all went on well. Soon the 
money was gone and the partner wanted to draw back from the company. At that time the 
idea to bring his brother to join him in the business sounded like a good idea. After discus-
sions within the family his brother dropped out of school and joined him. When the deci-
sion was made he and his brother contacted the accountant and he gave them the support 
and all help they needed. He was the one that converted the private firm to a joint stock 
company, at least they thought so. It was in connection to the entry of his brother he real-
ised that his former partner didn‟t have any knowledge of running a business at all. His 
previous business turned out to be dealing with hockey pictures in high school, this huge 
mistake not following up the information was a costly mistake.  Everything concerning the 
papers was in disorder in the company.   

The business grew too fast to make it possible for Mattias and his brother to fully foresee 
the company‟s situation.The business had a large order stock, the brothers spent all awaken 
time at the firm but they loved it and were more than pleased about the good reputation 
the company had. All costumers were pleased with them and came back for advice and as 
soon as they needed some computer related product they came to their store. As the com-
pany grew, they hired one more employee and they started to have trainees to help them 
out in the store. Afterwards it seems like one of their biggest mistake. 

The business was situated down town, and had two possible ways in, one in the front and 
one at the back. Since the brothers were working all time, they had no control so whatever 
in the flow of customers and viewers in the store. It turned out that the trainees was bring-
ing stuff from the store home, and that it was something they all considered fine. This was 
possible to do since neither of the brothers was in control of the stock. Afterwards no one 
actually knows how much wastage there was in the store but that it was a large amount of 
loss they understood after talking to friends to the trainees.   

Since they were building computers after the costumer‟s desire, it implied that they had 
money owing to them which in turn generated a large cheque credit just to keep the flow of 
cash. They never used on account invoices even though they worked with large commis-
sions they charged first after the job was completed. This was a vicious circle which they 
couldn‟t get out of. The company continued to get more work and needed higher cheque 
credit to be able to pay their debt until the day of payment.    

Even though he saw the stress symptoms and noticed that his brother was worried, he 
never consider to questioning his brothers answers that everything was under control. He 
thought his brother just had have too much work to do, the idea that the firm was finan-
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cially wounded he never ever even considered. He never realized that they were taking too 
modest pay for their work, in his opinion they were earning well and he didn‟t know what 
size of margin they needed to cover their costs. 

 

Emotional Response 

In the opposite of his brother Mattias don‟t feel any sadness about the loss of his company. 
The whole grief process his brother faces he find hard to understand, he just regret the 
start up and want to forget about it as soon as possible. He felt angry and the resignation of 
not having the situation under control made it hard to gather his mind. For him the sleep-
less nights came after the debts started to hunt him, not during the time before the file for 
bankruptcy. He believes that this might depend on the fact that he never realized what the 
outcome of the bankruptcy could mean to him as a person. The anger he felt and some-
times feel due to externalities, is directed towards the society; the bank who didn‟t require 
more in return for them, Almi who just paid without demanding him to do something in 
return, the accounting firm that didn‟t fulfill their commission.  But in many ways he is 
cursing himself for not taking the time he needed to actually understand how to run a busi-
ness. He never pretends to understand how to run a business, he just wanted to work, and 
he was convinced that his partners had everything under control and that the business went 
on well. 

When the firm filed for bankruptcy Mattias was still under chock. He thought his brother 
had the whole picture clear and that he had everything under control. When he realized the 
gravity of the situation it was too late. In the middle of the turbulence around the bank-
ruptcy he was grateful to his brother who convinced him to transform the company to a 
joint stock company. The same week they filed for bankruptcy he started to work at his 
former employer. He liked his old work and was getting on well with his fellow worker. He 
and his girlfriend was thinking about buying a house since they was about being parents, 
and though it might be a good time now when they knew how their income looked like 
from month to month. It later turned out that the firm of accountants didn‟t close his pri-
vate firm, so many of the old suppliers were still sending their invoice to the private firm 
instead of the joint stock company. Instead of facing the loss of his invested capital he now 
was facing debts of hundreds of thousands SEK. He made a deal with the suppliers and 
made a plan for payment. He worked hard and even though it was a rough time, it worked. 
When he thought it was over and he had paid all his debts new one‟s started to turn up. In 
the top of this, huge tax debts emerged and after that more claims from former supplier. 
And if that wasn‟t enough it turned out to be a huge value-added tax debt in the company 
which now was brought up.  

Today Mattias lives in a house owned by his wife, with their three children. Everything they 
own, everything he contributes to belong to his wife, he doesn‟t own a dime.  He still 
works as a painter and he is still struggling with the civil servant at the enforcement service, 
all in order to sometimes in the future get the possibility to a debt rescheduling. He has ful-
filled the demands but some way down the road the civil servant have drawn the conclu-
sion that he is not making enough effort to be able to pay his debt. (In our opinion it might 
have something to do with his brother‟s way of handling the bankruptcy) He really loved 
working in his own company but if he had known what he knows today, he had never 
started his own business. He is grateful to his wife who has stayed by his side and in some 
way he is grateful that he now can spend so much time with his children. Still he never 
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knows for how long his wife will find the strange to stay. The bankruptcy still is an open 
wound and even though you say that time heals all wounds, his wounds is still bleeding. He 
constantly told us that he didn‟t remember, but then he looked sad and started to talk. He 
has been working hard with trying to move on and forget about his failure but his financial 
situation doesn‟t give him that opportunity. He is chained to his debts and without help 
from the society he never will be able to be free from them.   

5.2.3 Erik – The Wounded Man  

Erik is 61 years old and lives in Mullsjö 30km from Jönköping. He started his first com-
pany when he was 23 years old and shared a farm with his brother. We got in contact with 
Erik through the consultant Thomas, Erik has hired Thomas several times when he needed 
help with the bankruptcy.Erik showed a great interest in participating which made the in-
terview very interesting. Afterwards we got a call from Thomas that had talked to Erik and 
he was very satisfied with the interview. The interview was very interesting and it felt like 
Erik was open to us and wanted to share his emotions and experiences. The interview was 
conducted at Erik‟s house in Mullsjö where his wife served coffee and sandwiches.  

Background  

Erik was born in a small town in Småland and his father had been in the agriculture sector 
for many years. As mentioned before he started working within the agriculture business 
when he was 23 years old and started to work with potatoes. Erik and his brother shared a 
farm, where Erik handled the potatoes and his brother the animals. Erik mentions that he 
always had an interest in starting something for his own and since he had skills within the 
agriculture business it was a natural choice. He describes his early working years as times 
when he worked hard and really enjoyed it. During the 1990‟s he also sold cars in order to 
have something to support him and his family. Erik have faced firm failure twice, the first 
was in 1993 and the second in 2003, where he also had to declare personal bankruptcy.  

Motive 

We got the impression that Erik never liked to work for someone else, so becoming an en-
trepreneur and self-employed was a natural choice for him and his career. His passion was 
to work with agriculture and in this case potato but also later on with selling cars. Erik 
seemed to always work hard and selling cars and produce potatoes.  

Support  

Erik never received any help for his agriculture company; he mentioned that his brother re-
ceived Eu-subsidy for his animals but not Eric. Since Erik from the beginning had a one-
person company he had to run everything by himself, this became worse when he started 
to sell cars. And after a while his son started to help him with the agriculture business. Erik 
describes his Son‟s contributions as very valuable for him and that he was an important 
part of the company.  

Failure Factors 

Erik describes the agriculture business as good for many years, of course it was always a 
risk with the weather and the cold but he tells us that for many years he was able to live on 
the business. He describes his business as something that he thought was really interesting 
and that he also had as a hobby. Unfortunately it became problematic and he admits that 
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he continued for too long. Erik tells us that he thinks he has always been too nice when 
discussing with people. He means that if he was a bit more determined against his brother 
or external stakeholders he probably never should have been in this position. The first 
bankruptcy came in 1994, he and his brother had different obligations in the company, 
while Erik had the obligation to pay the VAT-debt that was quite big and his brother did 
not have to pay anything. Erik mentions that during 1994 he had a rough year with the po-
tatoes while for his brother it went very well. He means that he was too nice against his 
brother and that they still today don‟t communicate because of the bankruptcy.  

Erik shows us that one of his many positive sides is his determination. During this period 
he convinced the bank to get him a chance to pay back his loan for one million Sek. He 
tells us that he has never worked as hard as he did that summer although he was able to 
pay back his debt. Erik mentions that he learned to don‟t do business with friends and fam-
ily and also that he would never face bankruptcy again.  

Interesting with meeting Erik was that he could be honest about the mistakes he had made. 
Several times he mentions that his main failure factor was that he was too nice when deal-
ing with people around his company. As mentioned above he describes the discussions 
with his brother and during the second bankruptcy (2003) he tells us that the auditing firm 
forgot to register the VAT for two cars which gave him a revision on the company. He 
means that it was the auditing firm that held the responsibility but that he never argued 
with them about taking the final responsibility. The second bankruptcy he also had to dec-
lare personal bankruptcy.   

Emotional Response 

Being an entrepreneur seemed to be the only way for him to work and you got the feeling 
of meeting a real entrepreneur. It was also obvious that Erik had suffered hard from the 
bankruptcy. He tells us that he has hard to describe the feeling because he had never felt 
that way; it was easier the second time because he somehow knew that it should be okay. 
The second bankruptcy he also declared personal bankruptcy which for him was very hard.  

”The worst is not when the bankruptcy was over but during the process of the bankruptcy” 

In 2000 he had a turnover of 8-9million Skr, everything that he earned on his cars he re-
invested in the potatoes. This became very expensive because he could never make revenue 
in his company. Very late he realized that the company would face bankruptcy, the process 
with the VAT of the cars was the final happening that he had to face bankruptcy.  

The terrible feelings that he felt during the bankruptcy is hard to put words on but he men-
tioned sleepless nights and that he felt paralyzed. He had tried so hard for many years and 
it although did not work out. Philip means that it should be good to stop much earlier but 
that there is always some kind of hope left! He tried to move on after the bankruptcy but 
he spent a lot of time reflecting about what happened instead of moving on. It did not 
make it easier when the enforcement officer wanted to take some of their possessions. Phi-
lip describes that he even got physical symptoms, for example that his body ached. He re-
members one day when he even was a danger for the traffic.  

Something that he describes to be worst was how his wife handled the bankruptcy. Her so-
cial life change radically and it was many friends that did not talk to them anymore, while 
Erik thinks the period before the bankruptcy was the worst time. He describes her as a fan-
tastic wife during and after the bankruptcy. He is also surprised that she stayed even 
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though she had to sacrifice so much. The consultant Thomas has been extremely valuable 
for Erik, without him he means that he would never manage the bankruptcy. To be able to 
call Thomas and talk to him for an hour about his feelings has been extremely valuable. 
When he had the opportunity to talk to Thomas he never had to tell everything to his wife, 
he thinks that she doesn‟t need to hear everything.  

He indicates that he has learned to never do business with family and friends because he 
has seen so much bad coming out from this.  

During the circumstances Erik is okay, he tells us that he can still have bad days, and espe-
cially at the night where he can think about what he should have done different. He means 
that he has learned to but his memories behind put thinks that it is important to discuss 
them. An important part of his recovery comes from his Christian faith that has according 
to himself helped him a lot. 

He feels that he knows exactly what he should have done different if he got another chance 
and that he is thinking of soon starting a new company, just because he likes the freedom 
of running his own company. When looking back he feels that he has handled the bank-
ruptcy well and tries to move on and look forward. He means that you often make mis-
takes when you are stressed because you can‟t think clearly. Since Erik declared personal 
bankruptcy his financial situation has been changed drastically, his wife owns the house and 
all the assets so he never lost anything but he doesn‟t have the possibility to make as much 
money as he wants. 

5.2.4 Mats – The Man of Huge Losses 

Mats is 73 years old and was born in Finland in 1935, he moved to Sweden when he was 19 
years old after having worked in Finland since he was ten years old. In Sweden he started as 
a constructor and after some years he started to study, reading construction engineering.  
He started his first business when he was 29 years old after 20 years he owned 15 compa-
nies in Sweden and 15 companies in USA.  His first company built private housings, and 
then he moved on to building estates to larger companies for example Siemens. In the be-
ginning of the 1990‟s Mats had assets for about 4500 million Sek and loans for about 2000 
million Sek.  

Background  

Before he moved to Sweden Mats was found of doing business, in his early years he pro-
duced “fishboxes” that he sold. When he wanted to move on with his career he decided to 
immigrate to Sweden because he knew that he could find a job there.  He describes himself 
as a curious person with a lot of ideas. As mentioned above Mats started his first business 
when he was 29 and his motive was that he wanted to advance in his career. Lars describes 
his passion for business and that the money never was important, instead his motive was 
that creating something for the future was important. In 1968 he faced his first bankruptcy; 
a large customer was not able to pay the invoice. After the bankruptcy Mats was deter-
mined to never face bankruptcy again, to be able to do this he decided to build real estate‟s 
for larger companies. He knew that if he could build large real estate‟s and then rent it out 
to large companies.  
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Motive 

We believe that Mats is a true entrepreneur, starting when he was 19 years old arriving to 
Sweden with 400sek in his pocket and building an empire worth approximately 4500 mil-
lion sek during 40 years. He had a great passion for building something for the future and 
as a real entrepreneur doing what he liked best, creating for the future.   When he started to 
build he found a big demand for real estate‟s too companies and that made him continue 
building. He saw an opportunity and fulfilled the demand for building real-estates to com-
panies around Stockholm and later in the USA, Atlanta.  

Support 

Mats feels like a person that is used to take care of himself, never taking anything for 
granted or free. He understands and tells us that to come somewhere you need to work 
hard and that has always been his motto. He expresses the close relation to many of his 
customers as important and the importance of creating relations with the people in the sur-
roundings that you work with. During the interview he tells us about people that worked 
and co-operated with him that became close friends and that he felt he could trust.  

Failure factors 

When the financial and real estate crises arrived in the beginning of 1990 Mats tells us that 
he had so much money that he never thought bankruptcy would be a possibility. When 
they raised the interest rate to 17% and some days 500% they forced Mats to start pay back 
his loans and also the interest. On the other hand Mats gave loans to banks and received 
70% in interest rate. He mentioned that when the Swedish Federal Reserve devaluated the 
Swedish currency which lead to a loss of several hundred million sek for him but he still 
did not worry. The bank told Mats not to worry since his assets are so much larger than his 
debts. In 1992 Mats could not manage to pay his interest rate to the fullest, this was be-
cause when you build real estate‟s you start paying the loans when the work is done. Now 
the bank forced Mats to start paying the loans before the building where finished. He ex-
plains that he maybe had a too big trust in his CEO that in the end went behind his back 
but also to the banks. His CEO kept information from Mats regarding the payments on the 
loans and this way it later turned out that the CEO had not paid the interests for 6months 
without Mats knowing anything. Mats worked with two banks, while one of the banks did 
not receive their interest on the loans. Therefore the bank applied for declaring Mats and 
his company in bankruptcy. It later turned out that his CEO started to work with the other 
bank to save as much assets as possible from the bankruptcy, but soon got fired. He tells us 
that he should maybe have more loans in U.S.A because he had no loans on his estates in 
U.S.A. But also to just have one bank in Sweden would be easier to handle the financial 
and real estate crisis.  

Emotional Response 

He tells us that he felt chocked when the bank applied Mats and his company for bank-
ruptcy. He could not believe how it was possible since he had so much money but when he 
heard what his CEO had done he saw the reason why the banks were so worried. And he 
also got chocked when he were blamed for transferring money to other countries, which 
were later proven to be false. For many years he was depressed after the bankruptcy, after 
building up such a great empire and so fast have to leave his company was very hard for 
him. He mentions that he got great support from his girlfriend. He thought over and over 
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what happened. He also describes anger for the official receiver that re-valued his assets 
but also stole some of his assets. He also wrote a book about the feelings from the bank-
ruptcy and how a person could be treated in Sweden governed by the law. He describes 
disappointment over how some people turned their backs on him after the bankruptcy, but 
most of his friends stayed close to him and they still are. 

5.2.5 Karl – The Multi Entrepreneur 

Karl is 49 years old and was born in Norway 1959, he moved to Sweden in the 1980‟s to 
study at the Gothenburg business school. He moved back to Norway to start working at 
his father‟s company. In 1989 he moved back to Sweden to purchase a company in the 
south of Sweden, he was then 28 years old. He has owned and started 7 companies during 
his entire career which all are within the wooden industry. His first company sold cloth 
hangers to the clothing retailers all around the world. Karl‟s company group had a turnover 
in 2001 for about 125 million sek and approximately 150 employees in Sweden and Estonia 
where he also owned a factory.  

Background 

Karl grew up in Norway and his father was also an entrepreneur which lead to that Karl af-
ter his studies started to work with him. He started to work with sales and accounting, pay-
ing the invoices, but mostly trying to work the international market and searching for new 
customers. Late in his own company 95% of his total turnover was from exports. When a 
partner company turned up for sale in Sweden Karl decided with his father to expand the 
business so he and his wife purchased the Swedish company and then moved to Sweden. 
The reason for starting a company was to be able to expand his father‟s business but also 
to start his own business and work for his own. He also felt that it was time to decide for 
himself and state his own goals for the future.  

Start up Motive 

As mentioned above Karl describes the need to work for himself and have the opportunity 
to create his own future. He also felt that it was time to move on with his life and take it to 
the next step. Karl mentions that he likes to be his own boss and to be able to find his own 
goals and explore what boundaries he has.  He also saw a demand for wooden hangers in 
Europe and especially wooden hangers with high quality, fast deliveries and high customer 
service. This was the factors that made his company become world leading within wooden 
hangers.   

Support 

Karl mentions that he was used to take care of himself since he was a little boy. He felt that 
he could trust himself and had a need to have everything under control. He tells us that 
when you are an entrepreneur you need to be a decision-maker, even though the decisions 
you make not always are the best. Of course he discussed decision with his colleagues but 
since he was the CEO he was the one that took all the final decisions. And when some-
thing bad happened he tried to not talk so much about it and instead he tried to solve the 
problem in a convenient way as possible and then move on.  
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Failure factors 

During the 90‟s his company was world leading in wooden hangers and grew rapidly. Karl 
also started to produce furniture‟s because he wanted to explore new opportunities. By 
making his own furniture line for office furniture‟s he could expand the company segment, 
and also that he felt it was exciting. Karl feels like an innovator that likes to take risks and 
explore new areas; this was of course both positive and negative. Positive was that during 
many years his company grew rapidly because of his good knowledge of the industry and 
his innovativeness in finding new solutions for the clothing industry, for example designing 
new hangers and having the latest hangers in his assortment. What happened was that 
when his company grew larger he started to purchase other companies that took much at-
tention. This way the wooden hanger company got less attention and the furniture‟s took 
much of his time but also with large investments. In the spring of 2001 the factory had suf-
fered two large fires in the production line. This lead to that the delivery time took suffi-
cient more time than before. In the summer of 2001 he lost his largest customer that he de-
livered 40% of his turnover to, and he was then forced to fire a lot of the staff. This was of 
course a large cost for the company, what he tells us was that some months earlier the in-
surance company removed an clause in the insurance contract that gave him the possibility 
that if a fire or anything that could stop the production happened, he would get compensa-
tion for six months of revenue. He feels that in such a scenario it would be good to have a 
board of committee that had the knowledge to help him out of this problem. Afterwards 
he felt that since his company was so big, he should have hired a professional board of 
committee that could give him good advice and that could help him with important deci-
sions.  Since they had to fire so many people they were not able to pay the salaries, the rea-
son for this was that he much of his money was looked up in accounts receivable and that 
he also had made large investments in the furniture‟s and rebuilding his factory that he 
payed cash. Afterwards he tells us that it maybe was too big and since he grew so rapidly it 
was hard to keep everything under control. In the winter of 2001 and at the age of 42 he 
had to declare his company in bankruptcy.  

Emotional response 

 The emotions he felt was horrible, after 11 years of hard work and creating something so 
big he tells us it was a hard time in his life. He felt sad and completely empty when he had 
to leave his company and lifetime achievement! The grieving process took a long time and 
he means that it is still not over. Every day he thinks about what he could have done dif-
ferent but has started to realize that it makes no use, since it is past. After the bankruptcy 
he went over and over everything that happened with his friends and family. What he no-
ticed was how alone he certainly became, when he needed to make a decision that con-
cerned the company nobody was there to help and discuss with him, he was alone in a cor-
ner and in a storm that only he could solve. The colleagues turned their back on him and 
he mentions this as a very hard and strange situation to be put in. His local business net-
work also changed rapidly, from being the man that had lead one of Sweden most profita-
ble company during the 1990‟s (the 98th most profitable company in Sweden during the 
1990‟s) he was nothing. His bank always had his company as one of their most important 
customers and took Karl to dinners and event to introduce him and his company as a role 
model for the local companies. He also saw that people stopped talking to him and this was 
also a big change in his life, from being in the center of attention to nobody. All his other 
external and international contacts where although still good friends because they unders-
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tood what had happened and under what circumstances he had gone bankrupt. Today Karl 
runs a new business with the same products but in a small scale than before. 

5.3 Summary of Empirical Findings 

To make it easier to fully grasp the empirical findings in this study, we here provide the 
reader with a quick manual, an overview that hopefully facilitates the understanding of the 
findings. It covers the sections in this chapter and works as a manual for the following 
analysis. 

Case The Company Start up Mo-
tive 

The Failure The Emotional Re-
sponse 

1. The No Worry Man Customer built 
computers, con-
struction of net-
work, support 
and sales. 

Great interest in 
computers and 
saw potentials in 
his brothers 
company. 

Not enough con-
trol over the fi-
nancial situation. 

Time to get over the fail-
ure, describing grief. 
Chock when the demand 
for payment came from the 
Swedish tax agency.  

2.  The Restless soul Customer built 
computers, con-
struction of net-
work, support 
and sales. 

Was unemployed 
and restless as he 
is, he needed 
something to do. 
Facing the op-
portunity and 
went for it. 

Not enough con-
trol over the fi-
nancial situation. 
Growing fast 
created large 
debts.  

He felt anger and pity for 
not having the situation 
under control and being 
too gullible on his col-
leagues. Showed anger 
over the debts that he re-
ceived after the bankrupt-
cy. Long time of grieving 
process.  

3.  The Wounded Man Agriculture busi-
ness, and Car-
company.  

Great interest in 
the agriculture 
business and also 
in from the car-
industry. He saw 
no other option 
than being self-
employed.  

Due to bad ad-
vice in the agri-
culture business. 
To gullible 
against his cus-
tomers and col-
leagues. Showed 
characteristics of 
being too nice in 
business rela-
tions. 

Showed strong emotions. 
His family was important 
in the grieving process but 
also friends. Showed physi-
cal and sometimes psycho-
logical problems. He felt 
sick, problems with the 
everyday life.  

4. The Man of Huge 
Losses 

 

 

Came to Sweden 
as 19 years old  
and started to 
work within the 
real-estate busi-
ness.  

Great passion for 
building some-
thing for the fu-
ture.  

Due to a knife 
stab in his back 
by a former em-
ployee and the 
bank. 

Felt chock for many years 
after the bankruptcy. Anger 
for being betrayed by the 
bank and his CEO. He 
created emotions of pity af-
ter the bankruptcy.  

5. The Multi Entrepre-
neur 

Worked within 
the wooden in-
dustry selling 
wooden hangers 
with high quality 
and high cus-
tomer service. 

Big need to work 
on his own. Had 
knowledge about 
the industry and 
wanted to move 
on with his life.  

Due to externali-
ties – a huge fire 
at the firm.  Lack 
of knowledge in 
the board of 
committee. 

A long grieving process 
and he felt sadness for a 
long time.  

                                   Figure 10: Summary of Empirical Findings 
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6 Analysis  

 

In the analysis the data from the empirical findings will be presented as information in order to make a con-
clusion from the author’s viewpoint. The outline of the analysis is presented with respect to our purpose and 
research questions. In the analysis we will start of by discussing different factors that the entrepreneurs 
attribute to a failure from the authors viewpoint. In the second part emotions will be presented that was ex-
perienced from the firm failure of the entrepreneurs.  

6.1 Factors attributed to failure 

The analysis will start off by investigating the empirical findings from the conducted inter-
views. It has been of importance to find patterns in the entrepreneur that can reflect upon 
our purpose and empirical findings. In the first part of the analysis we will present how the 
entrepreneurs blame their failure but also look at their entrepreneurial skills. The attribu-
tion theory of Weiner (1985; 1986) will be used when analyzing whether the entrepreneur 
blames internal or external factors but also if they are stable/unstable. According to Rotter 
(1966) an individual perceives the outcome of the event to be either within or without 
his/her personal control. It is also said that entrepreneurs have a greater internal than ex-
ternal locus of control. What is interesting to find is that our interviewed entrepreneurs 
attribute the failure mostly to internal factors which can further support the theory of locus 
of control. The entrepreneurial trait by Brockhaus et al. (1984) will be used in the analysis 
of rating how entrepreneurial the interviewees are by the five psychological characteristics. 
Throughout this first part we will also take into consideration the model by Liao (2004). 
Figure 11 are provided to explain the author‟s opinion in areas where the flaw in one com-
ponent impacts the process and that a negative event of one component can lead to entre-
preneurial failure (Liao, 2004).  

 

 

 

 

 

 

 

 

 
Figure 11: Entrepreneurial failure: an integrative model (Liao, 2004) 
 

To illustrate the findings from the empirical data, we will use two models throughout the 
first section of the analysis. 

The entrepreneur 

 
  Fredrik, Mattias 

 

The context 
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                     Mattias                      Fredrik    Erik              Karl  Mats 

Not entrepreneurial               Entrepreneurial 

Figure 12: attributions of the entrepreneur and the entrepreneurial traits. 

Fredrik attribute his failure as internal because he blames himself to be a part for why the 
company had to face bankruptcy. According to Weiner, (1985; 1986) this attribute is seen 
as blaming internal factors. The reason was his lack of knowledge in how to run a business 
but most important, how to handle a company‟s finances. Since Fredrik handled the com-
pany‟s finances, he thinks that he lacked the knowledge of managing the position but felt 
that he had no other option because he told his brother that the finances in the company 
were under control. We consider it to be stable factors since it was dependent on Fredrik‟s 
lack of ability of financial knowledge. Another aspect is that it can be seen as uncontrolla-
ble because as mentioned before he lacked knowledge within the area of subject (running a 
business). Fredrik showed a high locus of control by admitting that he had an influence 
over the outcome through his own aptitude, (Rotter, 1966). This shows that Fredrik takes 
responsibility for his own actions and can be seen as an initiator that creates the connection 
between internal locus of control and entrepreneurial behaviour.  

The entrepreneurial behaviour of Fredrik is shown in his internal locus of control and also 
his problem solving style with computers. That is the two entrepreneurial traits that we 
think can be found. Fredrik and his brother are both good with computers and have 
knowledge in solving problems that for others are impossible. This was one of the factors 
that contributed to their growth in the local market and describes a good entrepreneurial 
trait. Of course he had a high risk level, though the feeling is that he was not aware of the 
consequences a bankruptcy could have. We get the impression that his risk-taking propen-
sity declined after the bankruptcy and that he no longer was interested in taking large risks 
in the business world, but instead searched for a risk-free life.  
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                     Mattias                      Fredrik    Erik              Karl  Mats 

Not entrepreneurial               Entrepreneurial 

Figure 13: attributions of the entrepreneur and the entrepreneurial traits. 

Fredriks brother Mattias show significantly same signs from the business failure process 
and is therefore also classified as blaming himself for the bankruptcy and blames internal 
and stable factors. Mattias blame himself for the bankruptcy and feels responsible that it 
turned out in bankruptcy. He means that he did not have enough control over what hap-
pened and also his lack of knowledge in how to run a business, therefore we consider it to 
be a stable factor. Mattias lack of knowledge in running a business, includes having control 
over the colleagues, financial situation and how to manage a customer relationship which 
implies lack of aptitude and is therefore classified as uncontrollable factors. Afterwards he 
regrets that he did not have better control over the situation, which implies that Mattias 
have a high internal Locus of control, (Rotter, 1966) like his brother.  

The feeling you get with Mattias is that he started the company because it was a great inter-
est for him and he enjoyed working with computers. The need for achieving something 
was never important, although he started a company that grew for years his interest for 
computers was the most important factor but also the need to keep himself busy. There-
fore we can see that the need to solve problems became important and he was good with 
solving complex computer problems. The same risk taking applies with Mattias, where we 
believe that the risk was never involved when he started the company and was never taken 
into consideration until the bankruptcy was a fact. He explains that the risk taking propen-
sity declined after the bankruptcy and that the option of starting a new company was never 
of great importance.  

The connection we found between the two brothers and their business is the Lack of hu-
man capital that Liao (2004) states as great importance (see figure 11). To have a high level 
of human capital increases the possibility to easier manage the business, factors of human 
capital can be found in knowledge, education, previous experience of starting a company 
and previous experience in working in the industry. As mentioned we know that the broth-
ers knowledge was limited to work with computer problems and that there were a lack of 
knowledge in how to run a business properly but also the education of how to handle the 
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finances and management. This can imply that lack of human capital was a crucial point in 
why the company ended up in bankruptcy.  

 

 

                       Mattias                     Fredrik    Erik              Karl  Mats 

Not Entrepreneurial               Entrepreneurial 

Figure 14: attributions of the entrepreneur and the entrepreneurial traits. 

Erik blames himself for the bankruptcy, even though he had faced three years of bad har-
vest for the potatoes the final reason for why he had to face bankruptcy was because he did 
not have enough money to pay value added tax on two of his cars. The reason for this was 
that his auditing company had forgotten to pay the taxes of two cars and Erik got the 
blame. Thus his failure can be seen as mainly depending on external factors. Interesting is 
that he did not consider it to be entirely his fault since some of the factors that lead to the 
bankruptcy were out of his control. By showing characteristics of being too nice in his 
business failure to many times and maybe being too ignorant about the risks of his busi-
ness, which show sign of attribution with internal dimensions (Weiner 1985; 1986). This 
will be considered as unstable factors since he believes that he has learned much from the 
bankruptcy and are trying to change. Erik believes that he had an influence over the out-
come of his business and he takes responsibility over his own actions. According to Rotter 
(1966) this is signs of having high internal locus of control. 

Many of Brockhaus et al. (1986) entrepreneurial traits were found in the interview with 
Erik. He seems to have a high need for achievement with the desire to succeed, and by 
achieving this he worked very hard and had a great interest in his business. He believed in 
himself and his products and gave the impression that he never gave up and was deter-
mined that only he could create his own destiny which show character of high internal lo-
cus of control. Erik show strong signs of being entrepreneurial because of his interest in 
working with his own business. There is also signs of high risk taking propensity due to the 
fact that there is a propensity to continue running the business because of his strong belief 
in himself and the business.  
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                       Mattias                     Fredrik    Erik              Karl  Mats 

Not Entrepreneurial               Entrepreneurial 

Figure 15: attributions of the entrepreneur and the entrepreneurial traits. 

Mats attribute his failure to the banks and are therefore seen as blaming external and stable 
factors. The attribute he blames for being part of his failure is the bank and one of his col-
leagues. The bank will be considered as a stable factor because it was them who forced 
Mats and his company into immediate bankruptcy and are not likely to change their rules 
and decisions. It will also be considered a stable factor due to the fact that Lars were forced 
into personnel bankruptcy and did not have the possibility to start a new company. Mats 
were deceived by his CEO when he did not receive information from the bank or the CEO 
that the interest rate or loans had not been paid for six months. Of course Mats admitted 
that it was his fault to not have control over this but means that he was in a period where 
the company grew enormously and did not have time to take part in all decisions. He men-
tions that that he found it odd that the bank did not contact him personally since he was 
one of their largest customer and they knew that he had money to be able to be the interest 
and loans with. 

Mats is the person of the five interviewed that showed the strongest entrepreneurial traits. 
His strong motivation and willingness to become successful and create something big are 
traits of high need for achievement. Karl describes that his values have been important to 
follow, his need to create and build something for the future or for example to always 
make right for himself are examples of personal characteristics. It was important that deci-
sions within the company needed to be taken through Mats and especially from his larger 
construction. Unfortunately this was one of the factors that made him face bankruptcy 
since he trusted a colleague too much. We believe that an important factor that lead to his 
great success was his high risk taking propensity that according to Brockhaus et al.(1986) 
are connected with high need for achievement. When he built his real estate‟s he achieved 
concrete knowledge that he tells us to be his main motivation for running a business- Cre-
ating for the future. Although Mats blame external factors he means that he maybe should 
have better control of his company and his colleagues. What is so interesting to see is that 
although he blames external factors he show locus of control (Rotter, 1966) and admits 
that he had an influence over the outcome. Strong entrepreneurial traits and his ability of 
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not having control over the company are traits of high internal locus of control (Rotter, 
1966).  

 

                        Mattias                     Fredrik    Erik              Karl  Mats 

Not Entrepreneurial               Entrepreneurial 

Figure 16: attributions of the entrepreneur and the entrepreneurial traits. 

Karl blames factors such as fire for the reason why his company went bankrupt. This attri-
bution can be seen as an external factor. When one of his factories faced two fires in a time 
span of 6 months his company got in trouble. The fire is therefore a factor that attributed 
the failure to be uncontrollable. The company had three months before neglected a clause 
in the insurance agreement, which gave them the opportunity to receive maximum 6 
months of revenue if an accidents occurs. Karl blames himself for not having control over 
such a situation but also many other decision that he did not have time to take care of be-
cause he focused on growing and finding new business opportunities. These factors will be 
seen as uncontrollable factors and unstable, this due to that he has learned from his mis-
takes. He means that he maybe grew too fast and therefore lost control but also that he 
should have hired a professional board of committee that should work as a guide to help 
him take professional and more advanced decisions, such an example could be the insur-
ance agreement.  

When looking at the part of entrepreneurial traits, Karl show signs of taking personal re-
sponsibility and being a big risk taker. The need for achievement is shown in his eager to 
further develop the company and a hunger to grow that later can be developed into con-
crete knowledge (Brockhaus et al. 1986). Karl‟s ability to control his environment and be a 
part of the decisions that were made within the company show signs of high locus of con-
trol. Positive tendency to solve problems within the company and be innovative towards 
new products and finding new business areas is characters of good problem solving style 
and innovativeness. When interviewing Karl the feeling hits you that being an entrepreneur 
are not only a work but also a lifestyle that he is convenient with although he has faced 
failure.  
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The same findings that were seen with Mats also turn up with Karl. Even though Karl 
blamed external factors he is aware of his own influence over the bankruptcy due to his 
ability of not making the right decisions. The fact that strong entrepreneurial traits were 
found together with evidence of self-awareness of his mistakes, connections with high lo-
cus of control were stated.  

To end the first part of the analysis that we started to discuss it with was the model from 
Liao (2004) (see figure 11).  That discusses what variables that involve the process of facing 
a bankruptcy. Mats, Erik and Karl‟s bankruptcies were believed to be mainly dependent on 
the company‟s surroundings. According to themselves their environment had an impact of 
why they had to face bankruptcy (Liao, 2004).  

6.2 The entrepreneurs emotional responses 

The next section of the analysis discuss the link between what entrepreneurs attribute as 
failure (thinking) and the emotional response (feelings) of the attributions involved in a 
bankruptcy. According to Weiner (1985; 1986) the causal attributions is connected with 
emotions through the cognitive approach. The emotional process is uniquely linked to the 
three dimensions by Weiner (1985; 1986) that describes a set of feelings. The three dimen-
sions that are related to a particular cluster of emotions (Graham, 1991) will help us to 
identify the different emotions that arise from the bankruptcy. When analyzing the entre-
preneur‟s emotions involved with the bankruptcy a connection was found between the re-
sult and the applied model from Weiner (1985; 1986).  The entrepreneurs had a tendency 
of feeling grief; therefore we include the model by Shepherd et al., (2007) that states the 
importance of “anticipatory grief”.  It explains the time of persistence by delaying a busi-
ness failure.  

Fredrik 

Fredrik attributed his failure to not have enough control over the business situation that in-
cludes both financial and managerial tasks. He felt shame over the fact that he despite his 
education did not have the situation under control. These factors, which turn up in feelings 
of shame, can be triggered by the failure event and results in the individual hiding or escap-
ing from the current situation (Weiner, 1985; 1986). This can be one of the reasons why 
Fredrik closed himself into the office pretending to work hard whilst he just stared at the 
numbers and tried to ignore the closure of the failure event.  Shame is a feeling that the in-
dividual don‟t have control over and that is stable and internal.  Fredrik mentions a time of 
grief that started before the business went bankrupt but also during the time when he 
started to realize that they soon had to file for bankruptcy.  According to Shepherd et al., 
(2007), you need to have a time before the failure event to realize that the end is coming. 
This time is as mentioned before called anticipatory grief. Fredrik had a rather long time of 
persistence before he finally talked to his brother about the financial situation and the need 
to file for bankruptcy.  

Mattias 

The feelings from Mattias were similar to his brother. Attributing internal factors as the 
reason for his failure, this was also seen as stable and uncontrollable factors.  He explains 
factors of feeling shame that arises from not having the ability to control the company. By 
being to gullible he did not have enough control over the way his partners handled the 
company. And since he admitted his lack of knowledge and by that attributing the failure to 
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himself we can support that he felt feelings of shame that is seen as uncontrollable, stable 
and internal, (Weiner, 1985; 1986).   

By the time Mattias understood that they were about to face a bankruptcy they had no 
other option. This meant that he had no time for anticipatory grief before the failure event 
to reflect upon the business situation as Mattias had. According to Shepherd et al., (2007) 
the anticipatory grief and the knowledge about the current business situation can facilitate 
the grief process when facing bankruptcy. What was so interesting about this theory is that 
these differences were found on the brothers. Whilst Fredrik soon moved on after the 
bankruptcy this was not the case for Mattias. Even though he also started to work short af-
ter the bankruptcy, the emotional response of the failure event was in many ways different 
from Fredrik. He described feelings of being angry for being too gullible or pity for himself 
due to his financial situation. The lack of time for anticipatory grief can therefore be a rea-
son for why he created long-term grief (Shepherd et al., 2007), whilst his brother did not.  

Erik 

After analyzing the results from the interview but also during the interview we saw that he 
expressed strong emotions. Because Erik blames himself for being a part of the bank-
ruptcy, the failure was stated as both internal and external but mainly external because of 
the factors that made him file for bankruptcy. The failure was also seen as uncontrollable 
and unstable, that according to Rosenbaum (1972) show emotions of fatigue. After facing 
the bankruptcy he mentions that he had physical and sometimes psychological problems, 
for example; trouble to sleep and feeling sick due to the emotions in the everyday life. The 
emotions that are shown from Erik can be signs of fatigue that Rosenbaum (1972) men-
tions in the theory of controllability dimension.  

The bankruptcy became financially costly for Erik and he had to face personal bankruptcy. 
According to Shepherd et al., (2007) it has been stated that the degree of financial cost is 
affected by the time of persistence. Erik explains that he tried to run the company as long 
as possible and he believed that he could avoid bankruptcy. This later turned up to be fi-
nancially costly for him which in turn generated high emotional cost. Erik is an example for 
the statement of Shepherd et al., (2007) that the greater emotional cost leads to a longer 
time of emotional recovery for the entrepreneur. Even though Erik faced bankruptcy in 
2003, he is far from emotional recovered. The time of persistence in Erik‟s case, was far 
too long since the u-shape turned and both the financial and the emotional cost increased 
due to the long time of delaying the bankruptcy (Shepherd et al., 2007). 

Mats 

His failure was attributed to external factors, uncontrollable and stable factors since he was 
forced into bankruptcy with his company but also personal bankruptcy. He describes emo-
tions of anger when the bank informed him that he would be filed to bankruptcy. Accord-
ing to him he had no idea of the reasons until they already had made their decision, this 
made him attribute feelings such as anger and also hopelessness since it was hard to influ-
ence the decision that had been made. According to Weiner (1985; 1985) anger and pity 
can be felt when external factor is felt when facing failure.  In the case of Mats, the state-
ment of Weiner (1985; 1986) that it can be seen as a personal defeat, show similarities of 
the feelings that were expressed from Mats. He mentions that it was horrible to leave eve-
rything that he had built during so many years and on the conditions that he received after 
the bankruptcy. Signs of pity can also be found when he felt that it was very hard for him 



 Responses from Firm Failure – Attributions and emotions 

48 

 

to move on with his life. He also mentions that he found no meaning with meeting people 
and be a part of a social life, this took quite a long time for him to process and move on 
with. Mats never had a time of persistence before he was filed for bankruptcy. This can be 
an explanation for why he had to face such a high emotional cost. Although Mats faced an 
extremely high financial cost it did not help him to decrease his emotional cost due to the 
fact that he wasn‟t aware of the bankruptcy. Therefore we can state that the model of 
Shepherd et al., (2007) is no applicable for Mats, since he had no time at all of persistence.  

Karl 

The failure from Karl was the same as Mats attributed to external factors but seen as un-
controllable and unstable due to the fact that he admitted he really learned from his mis-
takes. Karl describes that he had a hard time to let go of his company and everything that 
he built up during ten years of hard work, and therefore developed a long grieving process. 
He mentions that he still can go over the mistakes that was made but has learned over time 
to let it go. It is not correct to say that he described feelings of anger but that he instead 
was aware of his mistakes and by that showed feelings of being indignant. This means that 
he was critical about his decisions which we believe can be connected to feelings of anger.  

After the two fires about 6 months past before he filed his company in bankruptcy. By this 
time he tried as hard as he could to get the company back on feet‟s but realised that it 
wasn‟t possible. Karl has a time of persistence which implies that he was prepared for the 
bankruptcy. According to Shepherd et al., (2007) the knowledge of being aware that the 
bankruptcy will come, affect the grief process and that the higher financial cost creates 
smaller chance of re-entry are good similarities with Karl. Since he had a long time of per-
sistence and were lucky enough not to be financially harmed he could easily re-enter to a 
new business within the same industry. 
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7 Conclusion 

In this chapter we will present a summary of the analysis and conclude our findings of the study. The re-
search questions will be taken into consideration to answer how the purpose of this project has been fulfilled. 

After conducting this study we found patterns from our analysis that have been stated in 
earlier research within the subject of attributions and emotions. By providing supporting 
material to earlier research, we believe that our findings can further state the relevance of 
the theories that were used in our frame of reference 

The theory of Rotter (1966) contributed to the findings of locus of control. The conclusion 
was that the entrepreneurs had a high internal locus of control. All the entrepreneurs ad-
mitted to some extent that they had influence over the bankruptcy through their own abili-
ty or skill. Depending on whether the entrepreneurs blame internal or external factors the 
degree of entrepreneurial traits differs. The entrepreneur that attributes the failure only to 
themselves and their own actions has no intention to re-enter to self employment. Whilst 
the entrepreneur that blame external factors as the main reason and in addition take per-
sonal responsibility for their failure event, show willingness to re-enter in self-employment. 

Several interesting factors of emotions could be found from the entrepreneurs in the analy-
sis which are linked to Weiner‟s model (1985; 1986). The two brothers attributed their fail-
ure to internal, stable and uncontrollable factors. From the interviews, emotions such as 
shame were found which further support the theory of Weiner‟s model. Mats and Karl 
blamed their failure on external Stable/unstable and uncontrollable factors. This resulted in 
feelings such as anger that also supports Weiner‟s model.  

If we look at Erik, there is not a given place in the model because he felt a mix of feelings.  
He describes feelings such as anger and shame which might situate him somewhere in the 
middle of our model, although we believe that his failure mainly was due to external fac-
tors. Our conclusion is that feelings of shame can have its origin in the way the society 
looks at a firm failure. This aspect is believed to be a cultural stigmatization. Were the reac-
tions from the surrounding play an important role in the way the entrepreneur is dealing 
with his failure. Similar feelings were also found within Karl, Mats and Mattias. Cultural 
stigmatization can impact the possibility to re-enter to business since the trustworthiness 
towards failed entrepreneurs are somewhat low in Sweden.  

The emotional response due to a bankruptcy is in many ways connected to the financial 
consequences for the entrepreneur. A huge impact on the entrepreneur‟s financial situation 
is believed to have a connection with the emotional cost due to the firm failure like the case 
of Erik, Mats and Mattias. Whilst Karl who did not suffer any financial losses was not af-
fected emotionally in the same extent and by that was given another possibility to move on 
from his failure and re-enter to self-employment. 

Our main issue of this study was to find emotional responses from entrepreneurs that have 
faced a bankruptcy. Patterns that were found from the emotional responses could be used 
for future studies within the research field of firm failure. To finally conclude our paper, we 
believe that the emotions from the entrepreneur have a significant impact of the outcome 
of a firm failure. But that it also impacts the possibility to re-enter to entrepreneurship.  
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8 Discussion 

Some additional issues might be worth discussing. All but one of the interviewees men-
tioned feelings of lack of respect from the employees in the Civil Service. The entrepre-
neurs many times felt like criminals in the interaction with for example the tax authorities 
and enforcement service. In our opinion there is a need to find ways of better cooperation 
between the entrepreneur and the different instances. To construct guidelines and to 
enlighten the employees at the civil service all in order to create an understanding of what 
the entrepreneurs are facing in a bankruptcy. Broad outlines need to be established to 
smooth the progress for the entrepreneurs when facing a bankruptcy. The need of chang-
ing laws and finding broad outlines to facilitate entrepreneurial activities is another interest-
ing aspect for the future.      

Shepherd et al., (2007) argues that the anticipatory grief that occurs before a business fail-
ure and its relationship with the grief generated by the failure event – in some instance de-
cides how well the entrepreneur manage to recover both emotionally and financially after 
facing, for example, bankruptcy (Sheperd et al, 2007). It is easy to draw the conclusion 
that´s the case when you look at the brothers interviewed for this thesis. But that might be 
to draw the verity a bit too long. But the fact that Fredrik had time to realize that the failure 
where about to come and had the possibility to actually go through the anticipatory grief 
process before the business failure whilst his brother didn‟t (since he simply didn‟t have the 
knowledge about the financially situation in the company until the day before filing for 
bankruptcy), all together are pieces of explanations why they have so different emotionally 
outcome due to the faced event.  

8.1 Limitations 

What have been discovered along the way of this research project is that much of failure is 
connected to the learning process and not as much as emotional response or recovery. Our 
selected sample of cases only concerns entrepreneurs involved with joint-stock company, 
which means that the outcome might differ from entrepreneurs that gone bankrupt in a 
private company. In cases when private companies file for bankruptcy the dept stays con-
stant since they are personal which in turn generate a larger and longer impact on the en-
trepreneur‟s financial situation. Even though we have selected cases with different prere-
quisites we don‟t have any amount of cases to compare them to, which don‟t give us the 
possibility to with certainty state that the outcome for example depends on whether they 
had a companion or made huge losses or not. When making the analysis it became clear 
that our model was somewhat static. Since emotions are complex phenomena it is hard to 
make a clear distinction of where to position the interviewed entrepreneurs. By this we 
mean that although an entrepreneur mainly blames external factor the person can also 
blame internal factors and we need to make a decision of where to place them in the mod-
el. Another aspect is the gender perspective; the purely male sample can be seen as a bias 
since a female entrepreneur might face the failure in a different way. In the same way en-
trepreneurs with another ethnical origin might deal with a failure differently. All these as-
pects can be seen as case bias. As mentioned before in the method section our time period 
for the interviewed entrepreneur stretches over a large time aspect. The increased probabil-
ity that the entrepreneurs might have forgotten parts of their experienced emotions were 
taken into consideration but was over bridged by trying to elicit the feelings as much as 
possible during the interviews.  
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8.2 Future studies 

The importance of the research subject requires more and deeper research in the future. 
Since the cost of Failure is not only concerning the entrepreneur and his surroundings, it is 
actually a matter of our whole society. Without entrepreneurship the wheel stops spinning 
and the development in the civilization decreases. We need these risk bearers to create new 
venture and use their ability to move the society forward. We truly need to find ways to 
eliminate negative biases from firm failure, to maintain the willingness to continue being a 
risk bearer in an environment mainly populated by risk-averse habitants (Jayabal and Naga-
rajan, 2006).  As a society, provide these risk bearers with the right tools to make it possible 
to in a higher extent avoid entrepreneurial failures, is one crucial question for further re-
search. To continue the work with investigating different consequences of firm failure, 
emotional as in this paper, but also in an economic context. Avoiding entrepreneurial fail-
ure is necessarily, mainly to stay away from the national wastage as a bankruptcy is, due to 
the fact that large values vanish into thin air. But even more important is to maintain the 
motivation of the entrepreneurs to continuing their entrepreneurial activity. And not to 
lose the entrepreneurs believes in their own ability. (Jayabal and Nagarajan, 2006). Another 
angle of the current research area is to investigate not only the entrepreneur‟s point of view 
but also her surroundings to get a deeper understanding and to decrease the case biases. 
Even though a business failure is not all bad, since the learning outcome of the event might 
lead to a greater success in the future, it is still such a large drawback for many entrepre-
neurs. 
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10 Appendices 

A summary of the conducted interviews with Thomas and Sofie. Together with the inter-
view question for the entrepreneurs. 

10.1.1 Thomas – consult 

1. Information about yourself; Name, year in profession, etc.  

 

 Auditing, he also have a company that works with companies that struggle 

with financial problems.  

 The second mentioned company works with company restructures, prepar-

ing the companies for bankruptcy. But also looking at what will happen af-

ter bankruptcy. 

  He informs the surrounding (family,etc). Sales of inventories. The entre-

preneur have a so called ”lack of time” therefore the inventories is sold on 

short notice and the time is therefore low. He thinks that it can pressure the 

entrepreneur, and the inventories is being sold at a to low price. 

2. What role do you have when an entrepreneur gets in the situation of an bankrupt-

cy? 

1. We start by providing them with an analysis of the company, what went wrong?  
2. Calculation- the entrepreneurs believe that they are making money although they 
don‟t “lack of knowledge”. They actually don‟t know what they are doing he de-
scribes it as they don‟t know what “profit margin is”.  
Lack of information and knowledge means that they miscalculate and they fail to 
grasp what the revenue has to cover. 
 

3. At what time of the bankruptcy do you get involved? 

- Often the first or second record of non-payment. Sometimes it can be that the 
companies have had troubles for many years. But to keep the troubles away they 
take new loans (company, private) or they live of the cash flow (accounts receiva-
ble). When the auditor describes the company to be in solvency, they can see some 
real problems.  
 

4. Why do you think they turn to you for help? 

- The main reason is that we are few companies on the market that work with this. 
He‟s company contacts companies that have record of non-payment, from there 
they can inform them what services they can provide. 

- The first reaction is that the entrepreneurs gets mad, in they think that it is ”non of 
their business”, although it is official documents. There is also those who are posi-
tive, and they ask if he can compile an analysis of the company. 

5. How many companies do actually succeed to avoid bankruptcy? 

- I would say approximately 60% will survive. This depends on that the entrepre-
neurs are prepared to make changes. According to him the only possibility, if there 
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isn‟t a willingness to run the company in a different way than before, there is no 
meaning in continuing. You need to make them understand that it is their fault that 
they are in a hard position.  Many entrepreneurs have a philosophy that if they only 
get more money everything can be solved, but of course you need to invest yourself 
out of a crisis. 

Example: The construction business- Companies that want to save money buy old 
cars, this is of course not good for the reputation. 

6. What happens when the bankruptcy is a fact? (Personal and economical conse-

quences)  

- Of course it is a tragedy, and it creates great consequences for the family. And the 
family gets the information when he tells them, which is late. 

- The official receiver and the lawyer becomes involved. They freeze your assets 
(bankaccounts etc.)- Force you to have “open books”. 

- Declare the assets and the debts. 

- Deputy-(Ställföreträdaransvar)- You are obligated to have control over the financial 
and administrative parts of the company. Often in he‟s clients companies the wife 
is the board of the company, and therefore she is as mentioned above obligated to 
have knowledge of the situation, it can lead to that both could be forced to pay. 

7. In what areas do you have your obligations, economical and personal? 

- Both parts- In the economical area we start with the guarantee liability- and try to 
negotiate removing it, or minimize. 

- As i mentioned before inform the family and the other sorroundings, participate 
when enforcement department, calculates the distress. He also means that the taxes 
are very negotiable, with the right contacts. Instead of that the government will 
start a process he explains that it is better to negotiate with them. “the government 
can be very professional when it comes to bankruptcy” 

- When the bankruptcy is a fact the entrepreneur can take a breather. He tells us that 
in 80% of the cases it occurs to be some kind of crimes in ( most of them is with-
out knowledge). A client of his had this recent experience, for about five years ago 
the company went bankrupt. About a month ago he gets information about that he 
is going to jail, for an auditing crime. During the five years he has started a new 
family and is also running a successful company.  He means that the legal process is 
to slow, and that they focus on small and irrelevant problems. Because of this the 
mentioned entrepreneur is standing in front of an unsure future for his company 
and his family.  

8. Can you divide your clients into groups that blame on external vs. internal factors 

for the bankruptcy? 

- It is never their fault! Either it is the bank that won‟t let them borrow money or the 
customers, etc… it is always the money that can solve the problem. 
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The thing is that 60-70% start up the exactly same business again. And hopefully 
they understand that they need to make changes. Change and correct what was 
wrong last time. 
IT is of great importance to make a professional judgement and to take the bank-
ruptcy as a way to see what must be changed.  
Another perspective is that a bankruptcy can be a good way to liquidate or exit the 
company.  

 
9. Can you see any specific differences between the persons that blaime internal vs. 

External factors? 

- Actually no, the thing is that no entrepreneur want‟s to admit that they have made 
mistakes.  

10. Can you distinguish within what areas the reason for the bankruptcy lies? 

- Lack of knowledge- Especially auditing. To be an entrepreneur is not to only sell a 

modern product or service. Everything from management, sales, auditing, produc-

ing, law.Therefore I believe it is important to help them earlier in the process, to 

provide control steps.  

11. What do you believe the society can do to facilitate the situation emotionally for the 

entrepreneur and his/er family, also from an economical view? 

- Don‟t force people to live on subsistence income. Give them a bigger share, this 
makes them feel small in the society. If you can make that happen then the shame 
would not be so big. 
  

They don‟t take contact with the claimer and instead of contacting them and try to make an 
business arrangement. 

After the bankruptcy it often is divorces, faked once or real, main reason is that both get 
affected by the subsistence income.  

To offer a more effective handling process of an bankruptcy and to get stuck at small de-
tails. The punishment needs to come directly not after 2-3 years. 

10.1.2 Sofie – Welfare officer: 

 
1. Information about yourself; Name, year in profession, etc 

- Sofie, she works as a welfare officer in Värnamo, Småland.  

2. What type of people get in touch with you when they need help? How is the divi-

sion between men and women? 

-  It is more women than men that get in contact with Sofie, and often they are out-

side the working market, sick listed or out of work.  

3. Can you see a difference between the entrepreneurs and the former employee when 

they get in contact with you? 

- The entrepreneur show more guilt and shame when they were not able to handle 

the situation. They show no initiative and eager. 
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4. In what condition are the entrepreneurs when they have faced bankruptcy and they 

get in contact with you? 

- Most of the entrepreneurs contact her when it is already too late, she means that 

they come to the point when they cannot hide no longer from the surrounding and 

that they need to tell their friends and family. 

She can see a tendency that the women have a larger need to succeed which leads 

to that they take it more personally. 

 

5. How does the entrepreneur get in contact with you when they need help and sup-

port?  

- They often go through the doctor and the doctor then contact me. It often starts 

with physical problems for example sleep issues, which often have a physical expla-

nation.  

6. What is according to you, the hardest part for an entrepreneur that has faced a 

bankruptcy? (shame, anger guilt, pity, pride, anger, Gratitude, hopelessness, shame)  

- I believe that shame and guilt is the most recognized words, but she won‟t say that 

it‟s representative for all the entrepreneurs. But she notices that they have high per-

formance needs. She means that the entrepreneur describes relief when the bank-

ruptcy is over and that they don‟t have to hide it anymore. 

7. Is there anything you can do more than just be there for them and listening to their 

story, are there any bottoms to push that can relief their situation? 

- I can help them to normalize their thoughts. Many of the clients are showing crisis 

reactions in the same way as after/during a huge crisis like accidents or similar 

events. Some think they are about to lose their mind and a common ting is to show 

symptoms of fatigue.  

 

8. Are there any common things or pattern among client‟s situations that provide help 

or restrain them in their way back?   

- The most important thing is to be honest both to themselves but also towards their 
surroundings, to straighten out as much as possible and be open about things and 
emotions. This can be very hard since many of them have been taking less well 
thought actions which in turn affects relations, it s  hard to find out that your part-
ner is dishonest. These persons have a very high level of (need of) acknowledge-
ment which make the fall even harder.  

 
9. Are there any differences in clients that blame internal versus external factors as the 

cause of their failure?  

- Yes, but the one that ends up at her feeling bad are the one that blames themselves 
– internal factors, she thinks there are a certain type of people that becomes entre-
preneurs and when you are failing you blame yourself even though that‟s not the 
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case. She can‟t see any differences in personality whilst she believes the outcome – 
the consequences are different. An entrepreneur in the 55th have more to lose in 
social contents than a younger one but on the other hand a younger entrepreneur 
have another pressure to get the all day puzzle to work, with family and the finan-
cial situation. 

10.1.3 Interview questions for the entrepreneurs 

1. Information about your background? 

Full name, age, educational background, number of previous company startups, 
Your age at the startup, Name of company, size of company (turnover, employees, 
years of production) 
 

2. Can you tell us about the experiences of running ( the discussed company) 

a. What were the main reasons that you started the company? 

b. What motivations did you have to support your reasons? 

c. Goals for the company? ( including business idea, customers, market share) 

d. Can you try to describe your emotions in relation to the firm at the time. 

e. When did you realize it would fail. 

f. For how long did you continue once you realized that it would fail. – and 

why did you continue. 

g. Who did finally put the company in bankruptcy? 

h. Did you consider the possibility that it could fail when you started. 

 
3. Can you express your feelings, from the bankruptcy and afterwards?  

a. Please describe your emotional journey in regards to the bankruptcy 

b. Did you associate the bankruptcy as being your direct fault 

c. Are there any specific emotions that you felt during this time ( ex. Anger, 

guilt, sadness, relief, shame, low self-esteem, hopelessness) 

d. How do you feel now? 

e. What were your direct feelings, when you told your friends and family. 

f. How do you think people in your surrounding see you? 

g. In what way has your business network been affected due to the bankrupt-

cy. 

 
4. What factors did you think was the reason that the company not became as suc-

cessful as you have hoped during the bankruptcy? 

a. Internal factors 

b. External factors 

 
5. With whom have you discussed the experience of the bankruptcy( family, friends, 

psychologist, mentor) 

a. How long did it take for you to talk to someone. 

b. Do you feel afterwards that it was good to talk to someone. 

6. What do you do today, 
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7. Have you considered starting another company? 

8. How has your financial situation changed due to the bankruptcy? 

9. Do you believe there are any changes in the society that would make it easier for 

you to face a bankruptcy? 
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