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Introduction

Our venture, CashJeGadget, will buy and resell gently used gadgets. After a good start, the venture has recently lost steam. I will describe two challenges that we are currently facing. In general, we do not always take the right actions right away, and when we do, we do not always work as efficiently as we can. And specifically, we are currently deciding on which image we want our venture to have. I will argue that both of these challenges can be tackled with honesty. 


We do not always take the right actions or work efficiently, even though we do have much of the required knowledge about starting ventures, and we have an intelligent and motivated team and good guidance. The problem does not lie with knowledge, resources or capabilities. In stead, the reason we perform sub-optimally at times is that we allow positive illusions and groupthink to delude us. If we stay honest with ourselves and each other, we can prevent these processes from occurring and utilize our knowledge and capabilities to their full extent. When it comes to deciding on which image we want to portray to the outside world, honesty is also the best policy.


In the first paragraph, I will describe our venture in some more detail. The next paragraph describes how positive illusions and groupthink can cause sub-optimal performance, because they prevent us from being honest and realistic to ourselves and each other. Then I prescribe which actions can prevent these issues from occurring. Finally, in the last paragraph I describe the challenge of choosing the right image for us, and explain that honesty to clients and investors will have clear benefits as well.

CashJeGadget

Our venture, CashJeGadget, buys and resells gently used gadgets. The opportunity for our venture now exists, because new gadgets are introduced at increasingly shorter intervals nowadays (e.g. a new iPhone every year), and new products are adopted not only after radical innovations, but also after minor changes in individual features (e.g. a 0.2” bigger touch screen). Thus, so-called early adopters (Beal, Rogers & Bohlen, 1957) who are interested in new technology, will now buy new gadgets at a faster rate than ever, and as a result they stop using gadgets that are still fairly new. Selling gadgets that are no longer used is for many too much effort or too complicated. The late majority, by the time the early adopters have set aside a gadget, then may become interested in buying these older, tested products. CashJeGadget will profit from this dynamic and buy from early adopters, offering an effortless and easy-to-use service, and will resell the gadgets to the late majority on online market places.

Being honest to ourselves and each other

Why does CashJeGadget not take all the right actions and perform them efficiently? After several months, we still do not have many tangible results to show for our efforts. It has taken too long to have the website and the logo designed, and collecting gadgets takes too long. The problem does not lie with knowledge or capabilities. In stead, we sometimes let ourselves get fooled by positive illusions or let group dynamics allow sub-optimal decision-making. We were not performing optimally, but at the time, we did not realize this. What we must do to ensure the highest chance of success with our venture is to stay honest with ourselves and each other so that we use our knowledge and capabilities to their full extent. 


What are positive illusions? Our perceptions of ourselves and the world are frequently not motivated by a search for truth and accuracy, but by the need to protect our self-esteem (Moskowitz, 2005). All people have positive illusions, or unrealistically positive perceptions of ourselves and the world, to some extent, and entrepreneurs perhaps even more so. For example, people that start ventures tend to have a greater illusion of control (the belief that one can control events that are largely the product of chance) than people that do not start ventures (Simon, Houghton, & Aquino, 1999). Positive illusions pose a problem to entrepreneurs: our self-serving biases allow us to perceive ourselves and the world in an unrealistically positive way, but our venture operates in the real world. Failure to acknowledge reality will sooner or later have negative consequences, since the venture's strategy will be based on illusions rather than reality.


One example of how positive illusions can negatively affect entrepreneurs is that they may persist with their venture, even though the venture is under-performing (DeTienne, Shepherd, & De Castro, 2008). The entrepreneur might quit if he was completely honest with himself. But positive illusions, like selectively perceiving positive factors (e.g. previous successes), motivate the entrepreneur's persistence. Entrepreneurs sometimes “start a venture” for a long time, while they do not actually engage in activities that are necessary to start a venture (Carter, Gartner, & Reynolds, 1996). An individual may feel good about starting a venture, and positive illusions prevent the individual from seeing that the current strategy will never work. Our venture has performed somewhat similar to this: much thinking and planning, and not enough real action.


Besides positive illusions, the fact that we work together as a team adds another layer of complexity. The cohesiveness in our group is especially high; we get along very well and haven't had any group conflicts yet. Groupthink occurs in highly cohesive groups, when group members do not voice their honest, critical opinions because they want to prevent conflict and maintain harmony in the group (Brockman, Rawlston, Jones, & Halstead, 2010). This makes groupthink a real risk for us.  I have noticed myself that it sometimes feels unpleasant to voice an critical opinion, especially when it's about something that we have already invested time and effort in. As a new venture, we must often make tough decisions or even change our course of action. If groupthink occurs, it is very unlikely that the best decisions will be made.


How can we prevent sub-optimal performance due to positive illusions and groupthink? The first step is that we must understand positive illusions and groupthink and their consequences. Merely understanding these concepts and then staying vigilant and honest with ourselves can be a great step to reducing their negative effects. Next, we can adopt several practices in our team to ensure that groupthink will not happen (Brockman et al., 2010). First, we can open up the team to new information from outside sources whenever possible. Second, we can establish norms of openness, mutual respect and understanding that encourage honesty and useful criticism to each other. Finally, groupthink can also be reduced by increasing commitment to a task (task cohesion as opposed to group cohesion). This can be done by providing some kind of rewards when specific milestones are reached.


Even with these measures in place, giving critical, honest feedback to each other may still be hard. Cannon and Witherspoon (2005) provide some principles to follow when giving feedback. They explain that good feedback never attacks the person, but in stead it criticizes a specific behavior, with clear illustrations or examples of the behavior, stating clearly under which conditions the behavior exhibits itself and, finally, one must state what the feedback receiver can do to improve. Furthermore, the feedback giver can first discuss the feedback with an objective third party, to ensure that the feedback giver's own biases do not interfere with giving good feedback. Good feedback can improve performance and learning in our team and prevent conflict.


So the reason we sometimes perform sub-optimally as a team, is that we do not always use all the knowledge and capabilities available to us because of positive illusions and groupthink. To ensure the highest chance of success for our venture, we must first of all be aware of and understand groupthink and positive illusions, and stay vigilant and honest to counter-act these processes. To prevent groupthink, we can get outside opinions, create norms of openness and honesty, and increase commitment to tasks. Finally, giving feedback will work best if it is not focused on attacking the person but on changing a specific behavior. Using these methods, we can ensure that our knowledge and capabilities will be used to their full extent.

Being honest to the world

A specific challenge we are facing now is that we have to choose the image we want to portray to the outside world. How do we want CashJeGadget to be perceived? Should we be honest about the fact that we are still small and young, or should we pretend to be a bigger, professional company?


I used to think that as a new venture, you must go from non-existent to a big, professional company in one big step. A conversation with a coach at the marketing workshop was enlightening. She said that it is a fact that we are now small, new and young; not big and professional. People will notice if you are insincere and pretend to be something you are not. Furthermore, she recommended that we use the fact that we are small, new and young as a strength. That we incorporate these factors into our image. According to the coach, people like young companies like ours.


So honesty, as opposed to deception, will get us more support and will give us a better image, according to the marketing coach. Research by Wang, Galinsky and Murnighan (2009) supports this statement. The authors show that honesty is rewarded more frequently and intensely than deception is punished, and that “good is stronger than bad in influencing behavior”. Perceived trustworthiness makes people want to reward honest behavior. So by being deceptive, we risk negative reactions from our clients, but by being honest we can expect positive, rewarding reactions from clients.


A culture of honesty may not only affect the relationship with our clients positively, but also that with potential future investors. Sahlman (1997) explains that investors are most impressed when a team of entrepreneurs honestly and realistically deals, in its business plan, with all the potential risks that the venture might face. The best course of action for a venture looking for financing is to be honest and realistic, in stead of deceptive.


Overall, it is clear that being honest to the outside world has positive effects. People will become aware of deception, when we try to act like something we are not as a venture. On the other hand, if we are honest about the fact that we are a small and young venture, then we can expect positive reactions from clients. And finally, we increase the chance of getting financing once we decide to approach investors when we are realistic and honest in our business plan.

Conclusion

This essay discussed the general challenge of sub-optimal performance and efficiency in our team, as well as the specific challenge of deciding on a good image for our venture. Honesty is important to solve both of these problems. 


Positive illusions cause a person to selectively perceive only those things in the world that enhance self-esteem or well-being. Understanding and counter-acting this, by staying vigilant and honest to ourselves and each other, is crucial for the success of our venture. Groupthink can result in bad decision-making, because team members hide their honest opinions to protect group harmony. Opinions from outside sources, norms of openness and honesty, and increasing task-commitment in stead of group-commitment prevent groupthink. Knowing how to give good feedback can further help with staying honest to each other.


Being honest to the rest of the world also has positive benefits. Being honest about the fact that we are a young and small company to the outside world might be rewarded, while deception would be punished. Showing honesty about and understanding of risks involved in starting the venture to investors increases the chance of getting financing.


Overall, a culture of honesty, both internally and externally, seems to have positive consequences for performance, our image and even sales and financing. Using this knowledge can be valuable for CashJeGadget.
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