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ABSTRACT

The research sheds light on the significance of the real-world experiences of Cateel's small-business owners. This
study took a phenomenological approach to its data collection. The data collection process included the utilization
of a recorded in-depth interview. In addition to that, thematic analysis was performed. Results showed that
successful small business owners initiate a series of activities to provide for themselves and their families. They
ensure that the business activities are profitable to sustain their daily needs and prevent the business from failing,
and they resort to successful business transactions. Furthermore, the selected successful small business owners
revealed their ways of changing business behaviors and practices in light of failure. Accordingly, business owners
should not resort to giving up, even amid a failing business. If there are failures in business, they should not be
discouraged. Instead, they should continue to pursue business success while remaining humble. They must refrain
from overspending money and constantly monitor business transactions as they are the ones in possession of the
business money. The following are the key factors affecting the success or failure of the business: lack of adequate
capital, establishing a business location, obtaining human resources; and competing with other businesses. This
study advises dealing with problems and challenges when starting a business. This will help start-ups avoid failure
in the early stages.
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1. INTRODUCTION

According to National Business Capital, in 2019, 90% of entrepreneurs failed to start a business due to
avoidable mistakes. The Small Business Administration (SBA) highlights that success depends on being a self-
starter, handling diverse personalities, making sound decisions, having stamina, and being skilled at planning and
organizing.

Startups face a unique environment of uncertainty, where strong leadership is crucial. Existing literature on
organizational evolution often overlooks the early startup phase. Despite this, several studies have explored
contentious issues during this stage.

The startup phase is exhilarating for entrepreneurs, requiring ingenuity and vision. It can be both exciting
and terrifying, as success is not guaranteed. This research aims to understand how entrepreneurs initiate and develop
profitable businesses and how they overcome barriers during the startup process in Cateel, a municipality with many
business startups.

This research builds upon Dias and Teixeira's (2017) study, "In the anatomy of business failure: A
qualitative account of its implications for future business success.” The authors highlight that failure is a common
aspect of business and can yield valuable lessons for future success. They emphasize that successful business leaders
are not born as such but rather achieve success through continuous learning from failures. The study aims to
contribute to the literature by providing new insights into the effects of business failure and the factors that either
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enable or hinder entrepreneurs' success after experiencing failure. The research integrates cognitive, behavioral, and
personality theories to explore the determinants of business failure and its outcomes, considering the psychological
processes involved. The ultimate goal is to understand how individuals rise from failure and achieve success.

The literature indicates that there is no standardized measure of small business success, as it varies
depending on the individual reasons why entrepreneurs start their businesses (Horridge & Craig’s, 2001). The study
aims to explore the diverse issues encountered in different stages of small business development. However, the
study aims to address the different issues in different stages. Thus, this study sought to answer the following:

1. What makes an entrepreneur initiates a series of activities to turn his/her idea into a profitable business?
2. How do individuals change business behaviors and practices in light of a failure event?
3. What are the barriers encountered by entrepreneurs during startup activity?

2. METHODS

2.1 Research Design

This study employs a qualitative phenomenological investigation as its primary methodological framework
to deeply analyze the factors influencing small business startup. According to Mora (2010), qualitative research is
exploratory and useful when the problem is not well-defined or when exploring nuances related to the issue at hand.
It aims to understand how people create social realities through meanings and interpretations, which are context-
dependent. This methodology allows for a comprehensive exploration of the emotional consequences of failure and
its connection to the learning process. It offers a valuable opportunity to investigate individuals and their progression
over time within real-life contexts, which is crucial for a thorough analysis of the experience. The research begins
with a description of the startup process, examining individuals' thoughts during idea generation, behavioral
responses to failure, and challenges faced during startup. Consequently, the study provides a comprehensive review
of business startups and strategies for success.

2.2 Research Participants

For this phenomenological study, purposive sampling procedures were employed to select five individuals
as participants. According to Morse (2010), in phenomenological studies where each participant is interviewed
multiple times, a smaller number of participants (approximately 5 to 10) can provide a substantial amount of data for
in-depth analysis. The rationale behind purposeful sampling, as emphasized by Patton (2002) and Suri (2011), is to
select cases that are information-rich and conducive to in-depth study.

The criteria for participation in this study are that the individuals must be residents of Cateel, running
successful businesses with 3 to 20 employees, and have sustained their business for more than two years.

2.3 Data Sources

Among the participants in this study were individuals managing successful small businesses. Prior to
conducting the interviews, the researcher obtained their voluntary participation and had them sign an informed
consent form as evidence of their willingness to take part. To ensure confidentiality, their names were anonymized
using pseudonyms. A comprehensive interview excerpt can be found in Appendix B. The research was conducted in
Cateel, Davao Oriental, a third-class municipality on the east coast of Mindanao, belonging to the Davao Region
(Region XI). The study took place during the second semester of the academic year 2021-2022.

2.4 Data Analysis

In assessing the acquired data, the researcher used the Miles and Huberman paradigm for qualitative data
analysis. This type of data analysis is considered appropriate for the present study. There are three major
components of the framework: data reduction, data display, and developing propositions.

Before beginning the data analysis, the researcher first transferred all of the captured data to a computer.
The researcher then did the transcript after transferring. Both sides of the transcript were printed with large margins.
If the participants answered the question in their native tongue, the first column was the original version. The
translated version was in the second column. However, before the researcher completed the procedure, she read over
the same transcripts and listened to the recorded data from the recording app to double-check them. This ensures that
everything that transpired in the data was recorded. After all these, data analysis commenced. Throughout the
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analysis, the researcher returned to the study's research question as a guide. Thus, file assortment was utilized. All
participants were given descriptive codes, such as P1 for the first participant, Q1 for the first question, R1 for the
first response (P1, Q1, R1), and so on. As noted by Punch (2005), both coding and memoing begin at the start of the
analysis, and drawing and verifying conclusions is likely to occur spontaneously with them.

3. RESULTS AND DISCUSSION

3.1 Entrepreneurs Reasons for Initiating a Series of Activities to Turn Their Idea into Profitable Business

The research question revealed that entrepreneurs embark on a series of activities to transform their ideas
into profitable businesses, primarily driven by the motivation to provide for their own and their families’ basic
needs. Ensuring the profitability of their business is a crucial objective to sustain their daily requirements and
prevent financial instability. Additionally, entrepreneurs are motivated to prevent their businesses from going
bankrupt, leading them to engage in successful business transactions to maintain stability and viability. These
findings highlight the fundamental importance of financial security and sustainability as key factors motivating
entrepreneurs to initiate and succeed in their ventures.

Table 1. Major themes and core ideas of the entrepreneurs in initiating a series of activities to turn their idea
to a profitable business

Theme/s Core ldeas

One of the motivations of the participants to do profitable business
activities is for them to provide for their basic needs and those of

The need to provide for their daily] their families

expenses They must ensure that the business activities are profitable to sustain

their daily needs.

To ensure that the business will not go bankrupt, they had to resort

Avoid bankruptey to successful business transactions.

The Need to Provide for Their Daily Expenses. The participants in the study initiated their entrepreneurial
endeavors to meet the basic needs of their families and ensure a sustainable income source. Entrepreneurship, as
highlighted by Allen (2016), benefits not only the entrepreneurs but also society and the nation. Through the
products and services they offer, entrepreneurs address essential family and individual needs. Moreover,
entrepreneurship generates direct and indirect employment opportunities, improving the quality of life for families
and contributing to economic growth. The participants viewed entrepreneurship as a viable livelihood option,
recognizing its potential to positively impact their families' day-to-day lives, driven by their deep care and concern
for their loved ones.

Avoid Bankruptcy. Avoiding bankruptcy emerged as another key motivation for the participants. They
believed that initiating successful business ideas was essential to prevent their ventures from failing. According to
the US Small Business Administration (2022), about 33% of small business owners facing closure considered their
firms successful because they ensured their success and applied their knowledge to their businesses. While some
business failures may result from shifting market conditions in different product life cycle stages, Bradley and
Cowdery (2004) revealed that over 90% of small business failures are due to poor management driven by a lack of
understanding. Ineffective management practices, such as inadequate market research and marketing strategies,
contribute to business failures. Participants recognized that effective management, starting with a solid business
idea, is vital in addressing knowledge gaps and ensuring business longevity and success.

3.2 Participant’s Ways of Changing Business Behaviors and Practices in Light of a Failure Event

The research question explored how individuals adapt their business behavior in response to failure events.
The findings revealed that despite facing business failures, participants emphasized the importance of not giving up
and remaining persistent in their pursuit of success as business owners. They expressed resilience and a refusal to be
discouraged by setbacks. Participants highlighted the value of humility and the need to avoid overspending as
crucial aspects of managing a business. They stressed the significance of closely monitoring business transactions to
ensure financial stability. Additionally, participants acknowledged the responsibility of being in control of the
business's finances, recognizing the importance of effective financial management. These insights shed light on the
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strategies and attitudes adopted by entrepreneurs when faced with failure, showcasing their determination to learn
from setbacks and continue striving for business success.

Table 2. Major themes and core ideas of participants’ ways of changing business behaviors and practices in light of a
failed event

Theme/s Core ldeas
The business owners should not resort to giving up even amid a failing business.
Maintain a healthy If there are failures in the business, participants stated that they are not discouraged
business mindset about it, and instead continued to pursue business success.

As business owners, they shared that one must be humble.

Owners must refrain from overspending.

Keep track of business - - - -
P Business owners should always monitor business transactions.

transactions

They are the ones who hold money of the business.

Maintain a Healthy Mindset. The participants emphasized that business owners should persist in their
pursuit of success despite facing failure. Remaining humble and learning from the experience is crucial, as
supported by studies (Kriauciunas & Kale, 2006; Marquis, 2003; Marquis & Tilcsik, 2013). This effect is
particularly pronounced during the early stages of a new business started by an entrepreneur (Cardon et al., 2011;
Ferriani et al., 2012; Tilesik, 2012). Entrepreneurial business failure literature suggests that entrepreneurs bring their
prior assumptions and experiences from other organizations, enabling them to learn quickly from failure. Experience
from closing down a business, even due to poor performance, becomes a valuable source of learning (Politis &
Gabrielsson, 2009). Entrepreneurial learning theory suggests that failure events serve as a reservoir of knowledge,
enabling entrepreneurs to draw insights and lessons that shape their behaviors, routines, and processes in subsequent
ventures (Cope, 2011; Minniti & Bygrave, 2001).

Keep Track of Business Transactions. According to the participants, consistent monitoring of business
transactions and responsible management of business finances are essential. Avoiding overspending is crucial for
financial stability. Lopez (2016) highlights the significance of accurate recordkeeping for efficient business
operations. Maintaining records of income, expenses, taxes, and financial accounts not only promotes better
business practices but also provides a sense of calm and facilitates progress tracking towards goals, ultimately
saving time and money. The research findings indicate that entrepreneurs, after experiencing failure, use their
emotions and thoughts to organize their existing knowledge in finding and capitalizing on new business
opportunities during the formation phase, affecting the values, processes, and routines of the new business (Gaglio
& Katz, 2001).

3.3 Key Factors Affecting the Success or Failure of the Business

The research question revealed critical factors influencing the success or failure of businesses among the
participants in Cateel. Challenges such as inadequate capital for starting the business, difficulties in finding a
suitable physical location and dealing with building construction, as well as struggles in finding trustworthy and
capable personnel were prominent concerns. Additionally, participants recognized the potential threat posed by
competitors. These findings underscore the significant hurdles entrepreneurs face in establishing and running their
businesses and highlight the importance of addressing these issues for achieving success. Understanding and
mitigating these factors are crucial for aspiring and existing entrepreneurs in Cateel to navigate their ventures
effectively and enhance the likelihood of long-term business sustainability.

Table 3. Major themes and core ideas of the key factors affecting the success or failure of the business

Theme/s Core ldeas

They lack adequate capital to start the business.

Putting up initial A participant had to hide from suppliers if they did not have the money to pay for the goods.

capital It was difficult for the business to operate with minimal funds.

In starting a business, owners shared that finding a physical location for the store was
Business Location difficult.

Building construction of the business was deemed problematic for business owners.

Finding trusted personnel was difficult since they could not run the business alone.

Human Resource

Training personnel is difficult since they need to educate them on how to help the business
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prosper.

Competitors A potential threat to the business is the participants’ competitors.

Putting Up Initial Capital. The research revealed that putting up initial capital is a critical challenge for
entrepreneurs in Cateel. Participants expressed their struggles with inadequate capital to start their businesses, which
made it difficult to operate with minimal funds. This aligns with the perspectives of (Colombo & Piva, 2008; Tanha
et al., 2011; Salamzadeh, 2015), emphasizing the significance of finance in the startup process. Startups encounter
financial issues at various stages, necessitating innovative approaches to secure funding. During bootstrapping,
entrepreneurs often rely on convincing family and friends to invest in their ideas, with the need for further funds to
expand the business as it progresses. Subsequently, entrepreneurs seek angel investors during the seed stage,
showcasing reasonable valuation plans. The creation stage involves preparing comprehensive plans and supporting
documents to attract venture capital.

The findings highlight the importance of securing adequate initial capital for the success of startups in
Cateel. Entrepreneurs must navigate various funding options and stages to sustain and grow their businesses. This
research sheds light on the financial challenges faced by entrepreneurs during the startup journey and emphasizes
the significance of strategic financial planning to overcome these obstacles.

Business Location. The research findings highlight the significant challenge of business location faced by
entrepreneurs in Cateel. Participants shared that they encountered difficulties in finding a suitable physical location
for their stores, and the process of building construction posed further challenges. This aligns with the perspective of
Merrett & Gruidl (2000), who emphasized the importance of business location as a critical factor in measuring
business success.

The study underscores the crucial role that a well-chosen business location plays in the overall success and
performance of a venture. Entrepreneurs in Cateel must navigate the complexities of finding an optimal location that
aligns with their target market, accessibility, and other key factors. Addressing these location-related challenges is
essential for enhancing the prospects of business success and growth in the region. The research provides valuable
insights into the location-related hurdles faced by entrepreneurs and emphasizes the need for strategic decision-
making in this aspect of business establishment.

Human Resource. The research findings highlight the challenges faced by entrepreneurs in finding and
training trusted personnel to support their businesses. Participants shared that they could not run their ventures alone
and needed to build a team of experts to help the business prosper. This aligns with Salamzadeh's (2015) perspective
on startups often beginning with a founder or a few co-founders, and as the business grows, the need for skilled
individuals, such as those developing prototypes or minimum viable products, becomes essential. Hiring and
building an effective team are critical for a startup's success, and the lack of sufficient knowledge in human resource
management can pose a risk to the venture.

The study sheds light on the crucial role of personnel in the success of a business and emphasizes the
significance of recruiting and training the right team members. Entrepreneurs in Cateel must focus on acquiring
talented and reliable individuals who can contribute to the business's growth and development. Addressing human
resource management challenges is vital for enhancing the efficiency and productivity of startups in the region. The
research provides valuable insights into the difficulties entrepreneurs face in managing their teams and underscores
the importance of acquiring the necessary skills and knowledge in human resource management to overcome these
challenges and foster business success.

Competitors. Competitors pose a significant threat to the success of businesses, particularly start-ups.
Participants in the research acknowledged that most start-ups lack innovative ideas or assets that differentiate them
from their competitors, making them vulnerable to competition. The appearance of competitors offering similar
products with more features or adopting more effective strategies was deemed one of the most serious risks by the
participants. This highlights the importance of differentiation and strategic positioning to withstand competition and
secure a competitive advantage in the market.

The study also emphasizes the unique challenges faced by entrepreneurs in developing nations, where
barriers to entry may be higher compared to wealthier countries. Various factors, such as the availability of
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opportunities, talents, and priorities, influence an individual's decision to establish a business (Zahra et al., 2009).
Sarwar (2013) postulated that personality, background, and situational factors play a role in influencing the start-up
of a new business. These challenges and risk factors contribute to the high uncertainty and risk inherent in starting a
new business venture (Ever, 2019). Some common challenges faced by entrepreneurs include financial constraints,
human resource management, the need for support mechanisms, and environmental elements.

The research highlights the critical role of innovation, differentiation, and strategic planning to navigate
competitive landscapes successfully. Additionally, it sheds light on the distinct challenges faced by entrepreneurs in
developing nations and underscores the need for tailored support and solutions to foster entrepreneurship and
business growth in these regions.

4. CONCLUSIONS AND RECOMMENDATIONS

In conclusion, this research sheds light on the critical factors influencing the success or failure of small
businesses in Cateel. Insufficient initial capital, challenges in finding a suitable business location, difficulties in
hiring and training trustworthy personnel, and the presence of competitors are key hurdles faced by entrepreneurs.
Despite these obstacles, the study underscores the importance of maintaining a healthy mindset and viewing failures
as opportunities for learning and growth. Entrepreneurs should plan for setbacks and understand that failure does not
equate to permanent defeat. Rather, the lessons learned from failure can contribute significantly to future success.
The research also highlights the emergence of cognitive and behavioral changes resulting from failure experiences,
which are deemed essential for current and future business success.

However, it is crucial to acknowledge the limitations of this study and the need for further research. To
gain a more comprehensive understanding of small business owners' experiences, additional studies should focus on
individuals who have experienced both failure and subsequent success in their entrepreneurial ventures. A
combination of quantitative and qualitative research can provide deeper insights into the challenges faced by
entrepreneurs and the strategies employed to overcome them.

The findings underscore the resilience and adaptability of entrepreneurs in Cateel and offer valuable
implications for young and prospective entrepreneurs embarking on their startup journey. By understanding and
addressing the critical factors identified in this research, aspiring entrepreneurs can better navigate the challenges of
startup ventures and increase their chances of long-term success.
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