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Abstract  
 

Purpose – This paper aims to explore links between entrepreneurial failure and factors that underlie the case of 

companies of different ages by taking into account the company life cycle 
 

Design/methodology/approach – The research has used a qualitative interview methodology  based on the life 

stories of four entrepreneurs who have experienced entrepreneurial failure. The data have been analysed using 
NVivo 7 software.  
 

Findings – The findings indicate that among the main causes of failure of start-ups we find  lack of experience 

and management skills as well as a shortage of financial resources, while the failure of older firms is mainly due 
to financial mismanagement. 
 

Research limitations/implications – This study is based on qualitative interpretation.The limitations of this study 
are due to the small number of informants and also to the lack of generalization of results. In further studies, 

larger samples should be used. 
 

Originality/value – Little previous work has been undertaken to analyze entrepreneurial failure using both the 

main causes of failure and the company life cycle.  
   

Keywords – Entrepreneurial failure, company life cycle, organizational ecology theory, resource-based view or 

RBV. 
 

Introduction 
 

Research in entrepreneurship is today prevailing among  many Anglophone and French-speaking works (Amit 
and Thornhill, 2003 ; Brunet, 2009 ; Cardon and al., 2009 ; Douce, 2005 ; Flamholtz and Aksehirli, 2000 ; Fayolle 

and al., 2008 ; Glavan, 2008 ; Homsma and al., 2009 ; Koellinger and al., 2007 ; Macchiavello, 2008 ; Meliani, 

2006 ; Patzelt and Shepherd, 2009 ; Rampini, 2004 ; Sammut, 2001 ; Santoro and Gaffeo, 2009 ; Shane and al., 

2003 ; Shepherd and al., 2009 ; Ucbasaran and al., 2009) and remarkable development has taken place in the 
research frameworks and methodologies respectively. 
 

However, research on the subject is primarily centered on the entrepreneurial success  despite   failure which 
“remains a little studied aspect” (Singh and al., 2007) and for which the majority of the researchers pays little 

attention to. Eventhough many financial studies have analysed the patterns of business failures (Zacharakis and 

al., 1999), entrepreneurial failure remains a somehow unexploited field as far as research is concerned, and the 

few existing research papers show that it is a question of multidimentionnel concept (Cope and al.,2004 ; Singh 
and al.,2007 ; McGrath,1999 ; Crutzen, N. and D. Van Caillie (2009)  and Cope, 2010). This is explained by the 

fact that it is often perceived as “a myth with negative connotations” (Brunet, 2009).  
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Koellinger and al. (2007) affirm that “Just like medicine would undoubtedly not progress if the researchers 
studied only healthy people, the field of knowledge of scientific organizations would be limited if one studied 

only the prosperous companies”. Cardon (2009) shows, in these researches, that the study of the phenomenon of 

entrepreneurial failure proves to be rather interesting, and to be understood it is necessary to determine its 
fundamental causes. Thus the remaining research in this field has essentially taken into account the prevailing 

causes of failure as well as the entrepreneurs’ personalities and psychology, those who have themselves 

experienced such failure without paying attention to the company life cycle (Crutzen, N. and D. Van Caillie, 

2009 ; Cope, 2010). Moreover, the limited existing researches on this field have primarily concentrated on the 
determination of the various causes without taking into consideration the company age, which confirms the  

complexity of the subject. It is however necessary to recognize that this phenomenon affects all companies 

without exception, whether young or old ones. In this regard, it would be appropriate to check whether the 
main causes of failure vary according to the company age or not. In other words, this research aims to understand 

the concept of entrepreneurial failure and precisely to establish links between the old and young companies’ 

failure and its different causes. 
 

The current research begins with a review of the relevant literature which presents the principal explanatory 

theories of the concept of entrepreneurial failure, followed by a presentation  of the research methodology. 

Subsequently, a qualitative study based on  the method of life stories is performed. Analysis and results are 

discussed. Finally, limitations and directions for future research are provided. 
 

1. Theoretical framework: the entrepreneurial failure 
 

In order to explain the phenomenon of entrepreneurial failure and   better clarify it, we rely in this study on two 

main theories. The first is the organizational ecology (Hannan and Freeman, 1977) and the second 
is the strategy based on resources or « Resource-based view » (Wernerfelt, 1984). 
 

1.1 The theory of organizational ecology 
 

According to Hannan and Freeman (1977), the theory of organizational ecology is considered as one of the first 

approaches to focus on the analysis of the act of creation of companies as well as their disappearance. The  

principal contribution of this theory is to explain the causes for which certain companies face failure in spite 

of the competence of their entrepreneurs, or the reverse.Indeed, this current research Provides a crucial role 
 of the environment and considers the individual as being an  «actor spectator»  (Danjou, 2002). As shown 

by Hannan and Freeman (1977) « the analysis of the effects of the environment   on the organizational  

structure occupies an important place in the theory of the organizations and in recent searches ».  In other 
words, this theory is interested particularly in the relation between organization-environment; moreover, it 

considers the environment as a «principal explanatory factor of the performance of firms», Lelogeais (2004).    
 

According to Hannan and Freeman (1977), the reason for which the environment plays an essential role in the 

functioning of the company, is that it is constantly determined by its context and that its survival depends 

primarily on the latter. Similarly  Morgan  (2006) notes that « organizations are widely open to their environment 

and must achieve an appropriate relationship with this environment, if they want to survive ».Amit  and Thornhill  
(2003) claim that, the environment will eliminate the companies which  are unable to get adapted to it or to  

follow its evolution. For that reason, a concordance between the requirements of competitive environment  

and what the company can do is important, otherwise this can lead to failure. Moreover, they found from their  
study of 399 Canadian corporate bankruptcies that if there is no follow-up of the evolution of the environment, 

this will lead to business failure. So « the role played by the evolution of the environment confirms the argument 

of selection of the theory of organizational ecology » (Thornhill and Amit, 2003). We can conclude that according  

to the theory of organizational ecology, the companies are affected by their environment and this latter 
eliminates all those which are unable or inapt to follow its evolution. 

 

1.2 The theory of Resource-based view or RBV 
Developed in 1980, this approach emphasizes the importance of the resources and considers that the performance 

of an organization depends largely on resources which it owns and controls (Wernerfelt, 1984; Barney, 1986). 

Cooper and al. (1994) affirm that the initial financial resources have an influence on the survival of the company 
and that this influence still remains even if the environment is not the same. Thus, the initial resources can be 

considered as an explanatory factor of the failure or the success of organizations.  
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The companies which possess sufficient resources have a competitive advantage and can better resist and exceed 

the various problems even the most unpredictable. So, it is important to have resources before starting a business. 
And it is in this context that Smida and Khelil (2008) show that the mature companies behave much better than 

the new ones which often find difficulties of access to the vital resources necessary to the installation of their 

strategy, because of their «liability of newness». They also affirm that according to this approach, the deficiency 

in resources is one of the principal factors of failure. Amit and Thornhill (2003) also  have found from their  
study of 399 Canadian corporate bankruptcies that there is a link between the resources of the company and its 

disappearance or survival. 
 

2. Life cycle of the company and causes of failure 
 

In the turbulent environment of today, the phenomenon of entrepreneurial failure is very common in the market 

and touches a significant number of companies of various ages. Indeed, during its survival each company goes 
through various phases which constitute its life cycle and a failure can occur at any phase. Therefore, the 

phenomenon of entrepreneurial failure can touch as well the new companies as the old ones. For this purpose, it is 

important to study, on the one hand, the various phases of the life cycle of the company, and on the other hand the 
main causes of failure in the case of company of various ages. 
 

2.1 The life cycle of a company 
 

The life cycle of a company has diverse and many definitions, they vary from one author to another, but 

they are still vague and not really precise. Indeed, the life cycle of a company contains several different stages and 

it is in the specification of the number of these phases where there is no consensus by researchers. 
The literature presents different models;  Porter (1998), Faugere and Shawky (2005) , Parasha (2006), Mintzberg  

(1973) and  Quinn and Cameron (1983) argue that there are four phases in the life cycle of a company 

but each author gives them different names; while Wang (2002), Miller and Friesen (1984) have  proposed 
five phases and Mintzberg (1984)  and  Smith and al. (1985) have shown   that there are three phases in the life 

cycle of  a company. In our research, we will retain the model of Miller and Friesen (1984) which contains 5 

phases: birth, growth, maturity, decline and revival (Figure1). It is to be noticed, as was claimed by Kallunki and 
al. (2008) that several researchers have used the age of the company to measure the various phases of the life 

cycle of the company. Its age increases through these phases. Moreover, according to Miller and Friesen (1984), 

the first phase, spreads out over the first six years and the second begins from the sixth year of the company’s age. 

Generally, they affirm that each phase lasts six years. 
 

 
 

1- Birth                            2- Growth                               5- Revival 

3- Maturity                      4- Decline 
 

 

 

 
 

2.2. Causes of failure related to the various phases of the life cycle of the company 
 

According to Miller and Friesen (1983), that each stage of the life cycle of the company lasts an average 

of six years, we will consider here that the young companies are those which did not exceed six years of 
existence, and which are more precisely in the first phase of the life cycle of the company.  

Life 

cycle of 

the  

company 

Figure 1: Different phases of the model of life cycle of the 

company according to Miller and Friesen, 1984 
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The older companies are those which have more than six years of existence on the market, and those located in 

the phase of growth or maturity. However, in the turbulent environment of today the new companies are most 

exposed to the risk of failure (Venkataraman and al., 1990). In this same context Douce (2005) notes that 

generally, the young companies are the most fragile. In fact, as shown Rieg (2002), the highest failure 
rate concerns principally companies between one and four years old. Indeed, Burrows and Keynes (1982) affirm 

that the average age of survival of the companies is four years. So this cape of four years is considered dangerous 

for the majority of the young companies. The studies carried out by Insee (2002) have shown that the highest 
failure rate in 2001 was that of the companies aged between one and four years. 

Santaro and Gaffeo (2009) also have shown in their research that young firms are more likely to fail than older 

ones.  Stinchcombe (1965, cited by Thornhill and Amit, 2003) highlighted three main causes that make  young 
companies fail more than the older ones, namely: 
 

- First, the fact that they are based only on general knowledge until each employee is familiarized with his role;  
- Second, the fact that there can be conflicts and inefficiencies during the determination of the roles of each 

employee;  

- And finally, the difficulty of establishing stable relationships with customers.  
 

In addition, there are other causes of failure of  young companies such as the shortage of resources (Smida and 

Khelil, 2008), or  lack of experience (Lamontagne and Thirion, 2000). 
 

However, Amit and Thornihill (2003) underline that the causes of failure of the young companies are different 

from those of the older ones. Indeed, for the young companies, they are summarized primarily in the lack of 

resources, competences and in inexperience, for the older companies the principal cause of the failure, according 
to Barron and al. (1994) is the lack of adaptation to the environment and more precisely « a bad adaptation of the 

resources and the competences to the strategic characteristics of the business sector» (Amit and Thornhill, 2003). 

In other words, the companies can survive longer, on condition of being more flexible and being ready to adapt to 
the requirements of their environment. They affirm that it is important to find an agreement between the 

requirements of the competing environment and what the company can make. From where, it is imperative to 

follow the evolution of the environment. The executives have to change mentality since as shown by Harrigan 

(1988, cited by Amit and Thornihill, 2003), the executives of the majority of the older companies «do not realize 
that a strategic position which gave good results before is not competitive any more».This brings us to a first 

proposal: 
 

P1: The principal causes of failure of the young companies are different from those of the older companies 
 

The young companies, those situated in the first phase of the life cycle, are often confronted with diverse 
problems as outlined by Sammut (2001) due to a transition from « the comfortable situation without risk from 

virtual to real ». Indeed, among the main problems they face and which often lead to failure, are the lack of 

resources as cited by researchers (Amit and Schoemaker, 1993; Thornhill and Amit, 2003; Douce, 2005; Laitinen, 
1992 ; Lussier, 1995; Meliani, 2006; Smida and Khelil, 2008, Venkataraman and al., 1990). These resources are 

defined by Amit and Schoemaker (1993) as « stocks of available factors owned or controlled by the company». 

According to Stinchcombe (1965, cited by Smida and Khelil, 2008) it is «the liability off newness» which makes 

the access of these young companies to the various resources rather difficult. In this same context, Cressy (2006) 
argues that the majority of the companies fail very young because of the lack of initial financial resources.  

Also, Laitinen (1992) stresses that the failure of the companies during the first six years is due to the difficulty of 

obtaining financial resources. Moreover, Smida and Khelil (2008) affirm that the shortage of resources is regarded 
as one of the principal causes of failure of the companies recently created.Moreover, it is this initial endowment of 

resources for the financing of the company which will play a key role in the survival or failure of young firms, as 

confirmed Meliani (2006), « the financial resource seems more fundamental in the start up and can be  a primary 

cause of the failure over this period ». 
 

Indeed, the majority of the new companies suffer from lack of financial resources (Amit and Thornhill, 2003) and 
this occurs for various causes. For example, they may know very well the branch of industry to which they belong 

(Amit and Thornhill, 2003), but the deficiency in financial resources will prevent them from applying the 

adequate strategy to succeed (Lussier, 1995).Based by what precedes, we will be able to formulate the second 

proposal: 
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P2: The failure of young firms is mainly due to a lack of financial resources.  
 

We will now specify the role of competences in the handicap due to lack of experience. In its article on the 

entrepreneurial failure of the new companies, Honjo (2000) established a study from 2488 young companies 
situated in Tokyo between 1986 and 1994 and has noticed that the age has an impact on the probability of 

entrepreneurial failure. He has said that, in general if the experience is perceived by age in other words the more 

the company remains in the market the more it gains experience, so in this case the age will be a negative effect 
on entrepreneurial failure. More precisely, he has noted according to his study that the probability of failure 

increases with the age during the first six years and that it decreases after this stage. In the same context 

Lamontagne and al. ( 2000) affirm that one of the principal causes of the disappearance of the companies before 
their third birthday is the lack of experience; also Wyant (1977, cited by Venkataraman, 1990) affirms that the 

lack of experience of the young companies often leads to failure. In fact, as a firm grows older, employees deepen 

their knowledge and become more competent (Thornhill and Amit, 2003). 
 

Also, Douce (2005) affirms that the lack of experience and thus of competence can be considered as a principal 

factor of failure of the young companies. Amit and Schoemaker (1993) define competences as « corporeal or 

incorporeal process, based on information, specific to the companies that are developed over time through 
complex interactions between various corporate resources». According to Cardon and al. (2009), the majority of 

the articles show that the new companies fail because of the lack of competences. Amit and Thornhill (2003) add 

that the lack of competences in marketing and in finance plays a major role in the failure of young firms more 

than the older ones, in other words it reduces their ability to survive. Therefore, we can conclude that the 
deficiencies in competences of management often present in newly established firms have a negative influence on 

their returns, which would lead generally to failure. This brings us to a third proposal: 
 

P3: One of the principal causes of failure of the young companies (startups) is the lack of experience and 

competence in management.  
 

We will now look at the main cause of failure of older companies. Indeed, these companies have already 

overcome the various problems facing the young companies i.e. they have already the necessary resources and 

competence, but as Amit and Thornhill (2003) underline it, it is necessary that the value of these resources and 
competence does not decrease but remains valid as the competing environment evolves. Moreover, these two 

authors affirm that « the failure of the older companies would be caused by a bad adaptation of the resources and 

competences to the strategic characteristics of the business sector » (Amit and Thornhill, 2003). In other words, 
the failure becomes more probable if the resources and competences are not maintained compared to the evolution 

of the competing environment. Therefore, it is important to mention that there is a harmony between the 

requirements of the competing environment and what the company is able to make.  
 

If resources and competences of these companies are losing their relevance compared to the changing 

environment, this can automatically lead to failure.  According to Hannan and Freeman (1984), the majority of the 

older companies already established “routines”, have survived beyond the first six years, but can no longer be 
effective if their heir environment becomes unstable. And it is in this context that intervenes the theory of ecology 

of the organizations which considers that the environment plays an essential role in the survival or the 

disappearance of companies (Smida and Khelil, 2008). According to Hernandez and Marco (2002, cited by Smida 
and Khelil, 2008), the latter imposes a process of selection called « environmental selection » which will 

eliminate the inapt companies being in a noncompeting situation.It is thus imperative that the older companies 

which have already established routines are less rigid and are able to change and to adapt to the evolution of the 

environment. Moreover, it would be necessary that the managers of these companies change their mentality. 
Harrigan (1988) affirms that the majority of managers do not realize that one strategy which gave satisfactory 

results and allowed their initial survival cannot become competitive especially if the current environment is not 

stable. All this, brings us to a fourth proposal: 
 

P4: The principal cause of failure of the older companies is the absence of follow-up of the evolution of the 

environment 
 

3. METHODOLOGY 
 

3.1. Qualitative approach: Life stories  
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In an exploratory approach, our research has as objective to better understand the phenomenon of entrepreneurial 
failure in order to verify the link between the causes of failure and the age of the company. Knowing that the 

choice of the method   used depends on the stage of understanding, it seems that on this level of research, the use 

of a qualitative methodology can be the most adequate choice to meet our aim because in our case we cannot 
measure the phenomena observed. In addition, understanding the phenomenon of entrepreneurial failure and 

determine the main causes in the case of companies of different ages, requires the inclusion of some elements 

such as representations and interpretations that actors maintain themselves of this phenomenon, also how they 

arrived at this stage and how they lived it. Yin (1994) underlines moreover, that case studies are the best adapted 
methods when it is about questions of type "how" or "why"; the researcher has little or no control on the events 

and the phenomenon is contemporary.  
 

Within this qualitative case study, we used the method of life stories. Bertaux (1977) considers that “there’s life 

story when a subject tells to another person, researcher or not, some episodes of his lived experience». Similarly, 

Bayad and Barbot (2002) noted that according to Demouge and al. (1998) the life story is defined as « An 

autobiographical narrative style by a social actor within a precise interaction (...) So soon the appearance of the 
narrative form, the subject using it to express some of his experiences, there is life stories». Wacheux (1996) 

emphasizes that this method allows the analysis and understanding of situations and this from the experience of 

the person concerned. In our case, it seemed to us the best adapted, moreover Mouline (2000) asserts that it 
constitutes a methodological approach allowing at the same time to verify and to reformulate the propositions 

announced by the researcher.  In the case of the present study, using the life-story research method was suitable 

also because of the lack of theoretical and empirical studies relating to the entrepreneurial failure. 
 

3.2 Data collection  
 

Sanséau (2005) affirms that « The concrete application of the method of life stories is reflected particularly by 

interviews », which are prepared like any other interview. In order to do it, we are going to resort in our research a 

face to face interview. The collection of the information will be done through an interaction between the 
interviewer and the interviewee. In this perspective Wacheux (1996) emphasizes that« If one has an objective of 

knowledge, the other one has certain concern to communicate and be courteous»; so it is imperative to let him 

speak freely by stressing only the points which seem important. 
 

3.2.1. Diapositif of data collection 
 

The collection of information was made with the entrepreneurs having lived an entrepreneurial failure based on 

semi-structured interviews which according to Mucchielli (1991, cited by Sanseau, 2005) must imperatively «be 

directed according to the object of research». Our guide of interview was elaborated from a detailed review of the 
literature containing twelve questions concerning three themes which are: the general causes of the 

entrepreneurial failure, the main causes of the failure of the questioned companies and the possible link between 

the causes of failure and the age of companies in question. (See appendix 1). In our case, the data were collected 

due to a face to face and the average duration of each interview was an hour and a half. These conversations were 
registered on microcassettes, retranscribed as quickly as possible in a literal way in order to analyze and be 

analyzed with the software NVivo7. 
 

3.3. Determination of companies to be questioned 
 

The great difficulty for the choice of  companies has consisted in the fact that in Tunisia there is no organization 

collecting or treating the companies which have already failed. 

Meliani (2006) notes that «The main problem (...) resides in the identification of companies that have failed for 

several reasons:  
 

• Managers are generally reticent to speak about their failure; 

• The cause of the failure is sometimes difficult to identify for the leader. » 
In this same context, Bruno and Leidecker (1988) affirm that «There is no easy means to retrace the company or 

its key employees and its founders. If the failure is recent and the founders are localized, the majority of them 

refuse to be questioned for personal reasons». 

In our case, we had recourse to our social network, the chartered accountants and API (Agency of Promotion of 
Industry). Among twelve contacted companies, only four agreed to take part in our study. (See appendix 2:  

Table1) 
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4. Analysis using the NVivo7 sofware 
 

There are various techniques of qualitative analysis. In our case we are going to use the thematic analysis which 

according to Deschenaux (2007) “is considered as polyvalent, being able to be exerted in an inductive way 

starting from the corpus to generate themes or, again, in a deductive way, identifying the themes to be located 
before the analysis”. 
 

Sanséau (2005) considers that this analysis “consists in identifying in each story the passages touching to various 
themes in order to compare the contents of these passages of one story to another”.The processing of data and 

their analysis have been made using the NVivo7 software.  The software has served first as manager of databases. 

The interviews with the four entrepreneurs have been imported into NVivo interface to be treated later according 
to an approach of decontextualisation / recontextualisation of the data. 
 

We will expose a concrete example to better understand this method of analysis: the company (1) `company 

Mohammed Chaâben'. 
The analysis will focus on three themes, namely: 

 The causes of entrepreneurial failure in general 

 The causes of failure of the company in question 
 The possible link between the causes of failure and the age of the company 

 

In this example, the explanation will be only limited to the first theme. First, we cut all the verbatim in extracts. 

Each extract was related to the theme which corresponds to it. 

 

Taking the example of some extracts related to the first theme: 
 

 

 
 

 

 

 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 3: Presentation of an example between extracts and themes 

 

 
 

 

 
 

 

 

Theme1: The causes of 

entrepreneurial failure 

in general    

 

“In my opinion, one of the principal causes which prevent the Tunisian 
entrepreneur from assuring the survival of its company is the keen 
competition and especially that coming from the Asian countries. 
Indeed, the majority of Tunisian entrepreneurs can’t compete with these 
countries and especially products from China. This is explained by the 

fact that China exports at low prices and very competitive, which 
arranges the Tunisian population which knows an ever decreasing 
purchasing power. " 

"In my opinion the main cause that explains the success of some 
companies and failure of others is the level of knowledge of the 
entrepreneur in general management. Indeed, in addition to the 
technical skills, the contractor must have as competences and aptitudes 
in management as is in the field general, of marketing, finances, human 

resources, accountancy…” 

“There are also the economic crisis of today and the purchasing power 
which became too low. Besides, people no longer able to save part of 

their money and as saving=investment, banks can no longer give credits" 
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Secondly, we cut each theme in nodes:  

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 

Figure 4: Decomposition of the theme in nodes 

 

These nodes were subdivided in sub-nodes: 
 

 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 
Figure 5: Presentation of the sub-nodes (see Appendix 3) 

Theme1: The causes of 

entrepreneurial failure in 

general    

 

Principal causes of entrepreneurial 

failure    

Causes of non-security future of new 

Tunisian companies  

Causes related to the incapacity of the 
Tunisian entrepreneur to ensure the 

survival of his company   

Curative actions to be made by the 

Tunisian entrepreneur 

Principal causes of entrepreneurial 

failure    

 

Causes of insecure future of new 

Tunisian companies  

 

Causes related to the incapacity of the 

Tunisian entrepreneur to ensure the 

survival of its company   

 

Curative actions to be made by the 
Tunisian entrepreneur 

 

Bad adaptation to the evolution of the 

environment 

Mismanagement 

Lack of labour skilled and productive  

Lack of creativity and innovation  

Economic crisis 

Fierce competition 

International competition 

Good study of the market 

Innovative project  
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Thirdly, we have grouped these sub-nodes in a matrix "to make it quite intelligible and meaningful" (Deschenaux, 

2007). (See appendix 4) 
 

5. Results and conclusion 
 

After having analyzed the life stories of the four questioned entrepreneurs via the software NVivo7, a comparison 

between the observations synthesized on each theme and theory will allow us to verify our initial proposals.  

We divided the four companies selected into two groups: 

 The first contains those which had survived less than six years; 
 The second contains those which had survived more than six years. 

 

Based on our analysis of life stories of the four questioned entrepreneurs, we have found that there are causes that 

are more specific to young companies and others to those who are older. For example, both interviewed in the 

first group stipulate that the principal causes of their failure are the lack of financial resources and the lack of 

experience and competences in management which are directly related to their young ages. Moreover, the two 
other interviewees belonging to the second group stipulate that the principal causes of their failure are the absence 

of the follow-up of the evolution of the environment as well as the financial mismanagement and more exactly the 

exaggerated personal expenses which are directly related to the age of their companies. Thus, we can deduce that 
the proposal (1) which stipulates that the principal causes of failure of the young companies are different from 

those of the older companies has been accepted. According to the analysis of the contents of the entrepreneurs 

belonging to the first group i.e. that of the young companies; we can conclude that the lack of financial resources 

can be among the principal causes of failure. 
 

Indeed, one affirms that he had invested all his resources in the infrastructure of the company and the purchase of 

the material, which made him unable to pay his suppliers and his employees, in the startup period because the 
customers did not respect the payment deadlines «I had made a bad study of profitability by occulting the working 

capital and by taking into account only the cost of the project». 
 

The other interviewee stipulates that if he had had the necessary financial resources, he would have been able to 

avoid the delays of payment of the customers and to pay his suppliers and employees, and possibly to obtain bank 

credits in order to improve his situation «So I was confronted  to a state of insolvency, I had no financial security 
to cover the payment deadline. Therefore, I had an important sum of unpaid which led me to give rubber checks 

what has still ruined me». 
 

In summary, this result joins what was quoted by the literature on this matter. Indeed, the majority of the authors 

(Amit and Schoemaker, 1993; Amit and Thornhill, 2003; Douce, 2005; Laitinen, 1992; Lussier, 1995; Meliani, 

2006; Smida and Khelil, 2008; Venkataraman and al., 1990) confirm that among the main problems that young 

companies face and which  often leads to their failure, is the lack of financial resources. For example, (Cressy, 
2006) affirms that the majority of the companies fail very young because of the insufficiency of the financial 

resources. In this same context (Laitinen, 1992) noted that the failure of companies during the first six years is due 

to the difficulty of obtaining financial resources. Moreover, according to (Smida and Khelil, 2008) the shortage of 
resources is considered one of the main causes of failure of new firms.  
 

Thus, the results of our exploratory investigation show that the two questioned entrepreneurs who belong to the 
first group affirmed that one of the principal factors which made their task more difficult and led them to failure, 

is the lack of financial resources. We can deduce that the proposal (2) which states that the failure of young 

companies is mainly due to the lack of financial resource can be retained. These interviewees also confirmed that 

mismanagement was among the main causes which led them to the failure. They affirm that it is due to a lack of 
experience especially in the sector where they have invested, and a lack of competence in management because 

they were good technicians but bad managers whereas the two components are complementary and are very 

important «I had no knowledge in management, I was a good technician but a bad manager, which affected the 
survival of my company ». 
 

We will notice that this principal cause of failure as far as the two young companies are concerned, corresponds to 
what is normally cited in the literature on the failure of young companies, since the majority of the authors 

(Cardon and al., 2009; Douce, 2005; Honjo, 2000; Lamontagne and al., 2000; Wyant, 1977) stipulate that the 

failure of the young companies is mainly due to lack of experience and knowledge management.  
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Indeed, (Lamontagne and al., 2000) affirm that one of the principal causes of the disappearance of the young 

companies is the lack of experience. In this same context, Wyant (1977, cited by Venkataraman, 1990) affirms 

that the lack of experience at the young companies often leads them to failure. Further, (Cardon and al, 2009) and 

(Douce, 2005) confirm that the majority of articles show that the new companies fail because of the lack of 
experience and competences in management. Moreover, (Hanjo, 2000) argues that in general if the experience is 

perceived by age, in other words the more the company will remain on the market the more it will gain 

experience, in this case the age will have a negative effect on entrepreneurial failure.However, although both 
entrepreneurs interviewed have suggested other causes which are derived indirectly from lack of experience and 

competences (such as: the bad market study, lack of implication and presence, bad selection of the customers 

whose majority were insolvent…), they stipulate that one of the principal causes which led them to a quick failure 
is the lack of experience and competences in management.So, we can underline that the results of our exploratory 

study do not contradict the proposition (3) which stipulates that one of the main causes of failure of the young 

companies is the lack of experience and skills in management, thus this theory can be retained. 
 

On the other hand, according to the analysis of the contents of  life stories of the two interviewees belonging to 

the second group, whose companies have survived more than six years, we can make these conclusions: 
 

As a matter of fact, we noticed that these two entrepreneurs have asserted that one of the main causes of failure of 

their companies is financial mismanagement. Moreover, the first interviewee has explained this by the fact that he 

spent plenty of resources to improve the brand image and notoriety, whereas it was necessary to focus on the 
profitability of the project «there was mismanagement, for example we had organized championships of karting. 

But the expenses exceeded the gains, because we had considered that the essence was the brand image while in 

addition to that it was necessary to make profits ». In addition, he spent a lot of money for personal expenses “In 
my opinion, I had well managed the resources which I had and if I had made fewer useless expenses (like buying 

a car luxury, two villas, travel and a luxurious life) the company would have been able to survive and grow at a 

good rhythm and in the serenity. Thus a good financial management is surely susceptible to contribute to the 

success of a business”.  
 

The second explains has said that when he saw his business flourishing he privileged his personal interests before 

those of his company, while this one was yet a little bit fragile “Indeed, I saw myself being a member of richards 
of the country, I thus had to put myself in their level and win in social scale. To make it I spent a lot of money in 

the luxury car, villas at the seaside, voyages and very high standard of living. All this was done with depends on 

the company, because instead of reinforcing it and to make it more competitive, by diversifying the product line 
and invest in other fields, I thought only on my personal well-being”. Moreover, he considered that the second 

principal cause of his failure is the absence of follow-up of the evolution of the environment. Although, he has 

explained this by the fact that he has not tried to evolve and grow, but he remained on the contrary static in his 
ideas and did not evolve with the environment of the market “There is a fact that I did not try to evolve, to follow 

the evolution of my environment by investing in personnel more qualified, in research and the innovation, quality, 

the search for other markets…I had remained static in my ideas. This especially in 1990 when the state authorized 

the import of products equivalent to ours, I remained static and I did not try to conquer the other markets to face 
this situation”. 
 

In summary, the results of our empirical study concerning the principal causes of failure of the older companies 
do not join what was quoted by the literature on this subject. Indeed, as opposed to what was claimed by (Amit 

and Thornhill, 1988; Bladwin et al., 2000; Hannan and Freeman, 1984, Harrigan, 1988), the observation presented 

by case (2) shows that the absence of the follow-up of the evolution of the environment does not appear among 

the main causes of failure of the older companies. As for the rest of the cases, and analogically with what was 
identified in the theoretical part, case (1) shows that the absence of follow-up of the evolution of the environment 

belongs to the principal causes of failure of his company. So, basing on our exploratory results, we have to reject 

the proposition (4) which stipulates that the principal cause of failure of the older companies is the absence of 
follow-up of the evolution of the environment. 
 

This empirical study led in this frame has allowed us to highlight certain principal causes of failure which are 

directly related to the age of the company. That constitutes already a step towards interventions allowing a better 
understanding and a better support to anyone susceptible to be interested in this problem, that it is about future 

entrepreneurs, about guides… 
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Moreover, the study of these companies can contribute to an eventual success, on one hand for these same 

entrepreneurs by learning their own errors in the case of a re-creation, and on the other hand for the other 
entrepreneurs, by learning indirectly from experiences of the others (Douce, 2005; Bloch, 2004; Shepherd, 2003; 

Shepherd, 2004;   Singh and al., 2007; Sitkin, 1992). Therefore, this study can be considered as a source of 

learning and can even help to develop strategies to guarantee the entrepreneurial success.  
 

However, like any research, this work contains certain number of limits that should be raised in future studies. 

Some of them can be mentioned. It is interesting, especially in our case to consider some of the results because 
they allow a thorough comprehension of the principal causes of failure of the young companies and also the older 

ones. It is noted that this research strategy does not allow us to examine the various cases of figure which are 

likely to be presented. So we cannot lead to a generalization of the results obtained to all the Tunisian companies 

which failed like those of other countries. The second limit of this research is due to the reticence and the refusal 
of a significant number of companies to take part in our research because they consider that the information is 

quite personal and thus refuse to answer. Brunet (2009,) affirms that «the work of transforming the feeling of 

failure rests on a detachment,  it is about a work of mourning which rather painful ». 
 

The third limit of this research is linked to the latter theories to explain the entrepreneurial failure. We based our 

research on the theory of organizational ecology (Hannan and Freeman, 1977) and the theory of strategy based on 

resources of explanatory theories of entrepreneurial failure. Such as Darwin evolutionist theory or goal 
achievement gap theory weren’t cited. According to Darwin, the principle of natural selection within markets 

automatically eradicates companies whose managers’ entrepreneurial competence is very weak (Metzger,2006), 

while the goal-achievement gap theory believes entrepreneurial failure to be due partly to lack of motivation and 
entrepreneurs’ determination (Wiklund and Shapered, 2001). 
 

Thus some questions remain suspended and require further research concerning the extension of this research. In 

addition, it would be interesting to undertake a study similar to our research but on a larger scale in order to better 
determine the principal entrepreneurial causes of failure in the case of companies of various ages. Also, it is 

possible to introduce other variables, except for the age, in this study case, such as the business sector, the size of 

the company …Moreover it would be convenient to follow a model integrating the principal causes of failure of 
the young companies and the older ones, which will serve as reference to every potential entrepreneur wanting to 

try a second chance. In the same context, some research can be based on the entrepreneurial failure and the 

development of strategies so as to be avoided in the future. 
 

Finally, we can conclude that further study is needed to find out if our results can be confirmed by other 

entrepreneurial samples and cultures. 
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Appendices 
 

APPENDIX 1: INTERVIEW GUIDE 

 

 

 
 

 

 
 

 

 

 
 

 

 
 

 

 

 
 

Questions : 
 

1) Why, in your opinion, certain companies succeed and the others not? 

2) Why is the future of the new Tunisian companies not more insured today?  

3) Why doesn’t the Tunisian entrepreneur manage to assure the survival of his company?  

4) What does he have to make to favor the success of his company?  

5) Which factors in your opinion affected the success of your business?  

6) What are the factors which were susceptible to contribute to the growth of your business?  

7) What are the factors which "handicaped" the realization of your aspiration and initial waits?  

8) What makes you say that you did not success in your project?  

9) What are the indications or the demonstrations which will allow you to say, before the closure of your 

company, that you could not continue any more the entrepreneurships’ activity?  

10) If you ever have to relaunch in the creation of the same company, what are the changes to operate in 

order to succeed? » 

11)  From which year the activity of your company it was affected? 

12)  Do you think there is a direct link between the factors that have affected the success of your company and 

its age? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This guide of interview joins within the framework of an academic research on the 

theme " entrepreneurial Failure: causes and age of the company ". 

Convinced that your contribution will be of a considerable contribution and will 

come to enrich the answers of the other persons who participated in this research , 

we ask you to answer all the questions which follow and we make a commitment to 

guarantee the anonymity of the answers and the information collected. 

We thank you in advance for the precision of your answers and for the 

contribution that you will make to the quality of this study, please accept Mr. 

expression of our high consideration. 
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Appendix 2:  Presentation of the participating companies to the research project 

 

Companies E1 E2 E3 E4 

 

Region 

 
Msaken 

 
Hergla 

 
Msaken 

 
Sousse 

 

 

Business sector 

 
Industry 

 «Manufacturing 

of every type of 

rubber joint 
intended for the 

automobile » 

 
Animation, 

leisure and 

service 

 
Industry 

 «Manufacturing 

of cleaning 

products » 

 
Industry  

«Installation and 

starting of 

materials of 
central air 

conditioning » 

 

Company name 

 

Africa Joint 

 

Hergla Parc 

Company 

Mohamed 
Chaâben 

 

Clim Confort 

 

Legal form 

 

incorporated 
company   

 

LLC 

 

LLC 

 

LLC 

 

Staff 

 

70 

 

40 

 

5 

 

7 

 

Acquisition of 

the company 

 

New creation 

 

New creation 

 

New creation 

 

New creation 

 

Creation Date 

 
1983 

 
1997 

 
1993 

 
1997 

Date from 

closing 

 

1996 

 

2007 

 

1998 

 

2000 

 

Lifetime 

 

13 years 

 

10 years 

 

5 years 

 

3 years 

Initial capital  

250 thousand 

dinars 

 

700 thousand 

dinars 

 

20 thousand dinars 

 

30 thousand 

dinars 

 

Formation of the 

entrepreneur 

 
Training course at 

the foreign partner 

 
Training course 

abroad in a 

similar activity 

 
Chemical engineer 

 
institute of 

professional 

training in 
plumbing 
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Appendix 3: Presentation of the  sub-nodes according to the software NVivo 7 
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Appendix 4: Presentation of the matrix according to the software “NVivo7” 

 


