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CHAPTER 3

Motivation and Entrepreneurial Cognition

As discussed in Chap. 2, opportunity identification is one of the most 
essential skills of successful entrepreneurs (Ardichvili et al. 2003; Grégoire 
et al. 2010) and has thus gained considerable importance in the entrepre-
neurship literature. In addition to prior knowledge, researchers have identi-
fied motivation—the behavior-triggering force, which directs behavior and 
increases persistence with a course of action (Bartol and Martin 1998)—as 
an important antecedent of opportunity identification. How can opportu-
nity recognition be stimulated by financial rewards? What is the motiva-
tional role of values and emotions in the entrepreneurial process? What 
motivations trigger entrepreneurs’ identification and pursuit of opportuni-
ties related to sustaining nature and society? Finally, in what follows, we 
also address questions regarding the potential positive and negative out-
comes of entrepreneurial motivation.

Motivation and Opportunity Identification

Scholars studying creativity (e.g., Amabile 1993) and a select group of 
scholars studying entrepreneurship (e.g., Birley and Westhead 1994; Cardon 
et al. 2009; Douglas and Shepherd 2002) have concluded that individuals 
can be driven to entrepreneurship by non-financial/intrinsic motivators. 
However, most work from the economics and entrepreneurship literature 
contends that financial reward is the primary driver behind individuals’ 
entrepreneurial engagement (Baumol 1990; Kuratko et  al. 1997; 
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Langan-Fox and Roth 1995). As an example, studying entrepreneurs in the 
Midwest, Kuratko et al. (1997: 31) discovered that “extrinsic goals concen-
trating on wealth” play an important role in individuals’ decision to con-
tinue in entrepreneurship. Similarly, Baumol (1990: 894) argued that “how 
the entrepreneur acts at a given time and place depends heavily on … the 
reward structure in the economy … (or) the prevailing rules of the game 
that govern the payoff.” Further, Campbell (1992) developed an economic 
theory of entrepreneurship, arguing that people choose to engage in entre-
preneurship if the anticipated current profit value from entrepreneurial 
action is greater than the profit value of salaried employment. Finally, 
Schumpeter (1961) proposed that empire building with the goal of gaining 
financial reward is a significant motivator for many entrepreneurs.

To more fully understand how financial reward could initiate entrepre-
neurial action, we draw on motivation theorists Campbell and Pritchard 
(1976). These authors suggested that motivation is the choice of whether to 
begin putting forth effort on a particular task as well as the decision of how 
much effort to put forth and for how long. The first two parts of this moti-
vational decision—namely, deciding to initiate action and determining how 
much effort to invest—are most important when high effort levels lead to 
valued end results, including high salary (Kanfer 1990; Vroom 1964).

Financial Reward

Motivation can be triggered or improved when potential financial rewards 
are a likely outcome. Scholars have revealed a positive association between 
financial income and success at particular tasks. Abbey and Dickson (1983), 
for example, showed that reward levels and achievement motivation are 
positively associated with the amount of innovations people initiate. Further, 
Paolillo and Brown (1978) demonstrated a positive association between 
innovation levels and rewards in a study of employees’ ratings of the overall 
innovative output of their research and development (R&D) laboratory. 
Additionally, research on the connection between creativity and the chance 
to gain financial reward has suggested a positive link between the two (e.g., 
Woodman et al. 1993), and most creativity scholars argue that there is a 
strong relationship between creativity and innovativeness (Cummings and 
O’Connell 1978). Taken together, this research shows that the promise of 
financial income can increase not only people’s ability to generate more 
opportunities but also those opportunities’ level of innovativeness. Indeed, 
my (Dean) colleague and I (Shepherd and DeTienne 2005) demonstrated 
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in an experiment that higher potential financial income levels lead people to 
identify more potential opportunities. The positive relationship found 
between financial reward and the amount of opportunities recognized is in 
line with Gilad and Levine’s (1986: 46) argument that “the existence of 
attractive, potentially profitable business opportunities will attract and ‘pull’ 
alert individuals into entrepreneurial activities.” Several researchers have 
explored the role the promise of financial rewards plays in pulling individu-
als into entrepreneurship (e.g., Katz 1994; Shapiro and Sokol 1982; Gilad 
and Levine 1986).

Shapiro and Sokol (1982) as well as other scholars (e.g., Douglas and 
Shepherd 2000; Schjoedt and Shaver 2007) contended that the degree to 
which individuals are attracted to an entrepreneurial career hinges on both 
pulls and pushes. In this context, “pushes” are negative characteristics of a 
person’s present situation that encourage him or her to pursue entrepre-
neurship, including a fixed salary, a reward that does not correspond to the 
effort expended, and negative displacements. Thus, not only do potentially 
high financial rewards pull individuals into an entrepreneurial career, the 
lack of adequate financial reward in a person’s present situation could push 
him or her into this career. In most studies about pushes, entrepreneurship 
represents self-employment. The motivation logic underlying this career-
based argument for entry into self-employment is also likely applicable to 
individuals’ motivation to recognize potential opportunities.

Financial Reward, Prior Knowledge, 
and Opportunity Identification

Even when a person is motivated to recognize opportunities, he or she is 
unlikely to actually identify an opportunity without having prior knowl-
edge (see Chap. 2). Amabile (1997: 42) argued that “expertise (factual 
knowledge and technical proficiency) is the foundation for all creative 
work.” Similarly, work by Fiet (2007) showed that people who use consid-
eration sets in their opportunity-identification process uncover ideas that 
are more likely to result in new wealth creation. As such, my (Dean) col-
leagues and I (DeTienne et  al. 2008) proposed that the association 
between financial reward, prior knowledge, and opportunity identification 
is more intricate than a clear-cut additive association.

Researchers have mainly explored potential prior knowledge and finan-
cial income separately; however, a concomitant consideration of the two is 
likely to shed additional light on opportunity identification. While the 

  MOTIVATION AND ENTREPRENEURIAL COGNITION 

https://doi.org/10.1007/978-3-319-71782-1_2


54 

associations among prior knowledge, financial reward, and opportunity 
recognition have not been studied in detail, some research has shown that 
prior knowledge impacts the association between potential financial 
reward and individuals’ task performance. In his work with exceptionally 
skilled individuals, for instance, Csikszentmihalyi (1975, 2000) found that 
participants with higher levels of prior knowledge gave undivided atten-
tion to a specific task at hand, which at least temporarily protected against 
other demands that were competing for their attention. The participants 
felt that they had control over the activity and that their attention was 
strongly task-focused. Moreover, Maheswaran and Sternthal (1990) 
revealed that experts (i.e., individuals with high knowledge in a particular 
domain) are more likely to process messages in a detailed manner in case 
they are provided with only content information, whereas those who are 
new to a task more likely process messages when provided with informa-
tion related to rewards. Thus, it appears that prior knowledge can contrib-
ute some motivation in the context of a specific task regardless of whether 
there is financial reward associated with it.

Take, for example, George de Mestral a Swiss engineer who invented 
Velcro and his eight-year obsession to replicate the burr-clasping system 
after examining a cocklebur under a microscope. Ignoring warnings from 
friends and colleagues that this obsession would lead to financial devasta-
tion and personal despair, he left to work in a little mountain hut. He 
emerged from the hut after a long period with the underlying technology 
for Velcro. It took him 14 years after his initial idea to develop a commer-
cializable product. This example clearly demonstrates how a person can be 
driven by the motivation to solve a problem related to one’s prior knowl-
edge instead of by financial reward. Fortunately for de Mestral, he did 
receive a financial reward in the end.

Applied to opportunity identification, developing a deeper understand-
ing of potential financial reward’s motivating effect on opportunity identifi-
cation likely requires researchers to also consider prior knowledge. With 
the motivation literature as a basis, we argue that when promised financial 
reward, people are likely to recognize more opportunities. In addition, 
these opportunities are more likely to be innovative. Yet, the literature also 
suggests that knowledge can be a motivator and can thus lessen the positive 
association between financial reward and both results of opportunity recog-
nition (i.e., number and innovativeness of potential opportunities). More 
specifically, prior knowledge enables individuals to “see” important linkages 
between ideas more quickly (Busenitz and Barney 1997; Logan 1990), thus 
improving their ability to recognize a larger number of opportunities. 
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In addition, prior knowledge provides individuals with higher creativity levels 
to develop opportunities that are more innovative (Cohen and Levinthal 
1990; Johnson et al. 1991). Indeed, my (Dean) colleague and I (Shepherd 
and DeTienne 2005) showed that prior knowledge moderates the associa-
tion between potential financial reward and the recognition of opportuni-
ties. Our study found that high financial reward can at least partially offset 
the influence of lower knowledge about customer problems on the amount 
of potential opportunities individuals identify and how innovative those 
opportunities are.

Entrepreneurial Passion

Researchers established long ago that passion is a strong motivator of 
action (see David Hume 1711–1778; Jean Jacques Rosseau 1712–1778) as 
well as of entrepreneurial decisions (Smilor 1997). We turn to self-
determination theory (Deci and Ryan 2001; Gagne and Deci 2005; Ryan 
and Deci 2000) and its extension to passion (Vallerand et al. 2003) to gain 
a deeper understanding of entrepreneurial motivation. Self-determination 
theory proposes that individuals attempt to satisfy three basic psychological 
needs—need for competence, need for relatedness, and need for auton-
omy—and thus carefully bear these needs in mind when making decisions. 
When individuals are put in a decision-making situation, the intentionality 
of their efforts to meet these needs is either controlled or autonomous 
(Gagne and Deci 2005). Controlled motivation concerns a pressure to act, 
whereas autonomous motivation refers to individuals’ voluntary participa-
tion in an activity because they find it enjoyable and interesting. This dif-
ference between autonomous and controlled intentionality is reflected in 
the different types of passion. As a whole, passion is a “strong inclination 
toward an activity that one loves and finds important, that is, self-defining 
and in which significant time and energy are invested” (Houlfort et  al. 
2015: 85). Then, depending on whether passion stems from a controlled 
or autonomous source, it is labeled as obsessive passion or harmonious pas-
sion (Vallerand and Houlfort 2003; Vallerand et al. 2003), respectively.

Fear Motivating Entrepreneurial (In)Action

Pursuing a potential opportunity can be highly rewarding for the individu-
als involved in terms of generating financial rewards (Carter 2011), 
positive emotions (Baron 2008; Cardon et al. 2012), and a higher status/
reputation (Parker and Van Praag 2010). However, since pursuing 
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a potential opportunity is full of uncertainty (Knight 1921; McMullen and 
Shepherd 2006), numerous entrepreneurial undertakings fail (Burgelman 
and Valikangas 2005; McGrath 1999), which can result in negative finan-
cial (Lee et al. 2007, 2011), emotional (Shepherd 2003; Shepherd et al. 
2011), and social (Efrat 2005; Semadeni et al. 2008; Shepherd and Patzelt 
2015) consequences for those involved (for a summary, see Ucbasaran 
et al. 2013). Even with the pervasiveness of failure in entrepreneurship, 
McGrath (1999) contended that entrepreneurs and individuals who would 
have otherwise become entrepreneurs generally have an anti-failure bias.

While some research has indicated that an anti-failure bias is manifest 
in a fear of failure and that a fear of failure usually leads to inaction (Alon 
and Lerner 2008; Wagner and Stenberg; for a review, see Cacciotti and 
Hayton 2015), some individuals appear to be able to overcome their fears 
and go after potential opportunities.1 These actions are vital in creating 
wealth for individuals, organizations, and national economies (McGrath 
1999; McMullen and Shepherd 2006; Sarasvathy 2001).

According to Conroy (Conroy 2001, 2004; Conroy et al. 2002), fear 
of failure can be divided into five categories: fear of feeling shame and 
embarrassment, fear of devaluing one’s self-estimate, fear of having an 
uncertain future, fear of losing social influence, and fear of upsetting 
important others.

First, the fear of feeling shame and embarrassment refers to individuals’ 
concern that a real personal flaw will be uncovered to the self and to others 
through a failure event (adapted from Sabini et al. 2001). Quotes from 
research on entrepreneurs who went through business failure illustrate this 
shame and embarrassment: “You kind of have … an embarrassing grief 
about it that, you know, it’s not a very nice feeling really. And you have 
a  lot of regret and a lot of guilt” (Byrne and Shepherd 2015: 380). 
Anticipating these types of feelings over a failure can lead to fear that influ-
ences how a person assesses the financial costs of failure in the entrepre-
neurial decision-making process. More specifically, when entrepreneurs 
have greater fear of feeling shame and embarrassment, they likely weigh 
financial costs more when deciding whether to exploit an entrepreneurial 
opportunity or not. Financial losses are often noticed by stakeholders and 
frequently become known by others in the community. Thus, for entre-
preneurs who believe it is embarrassing to fail in front of others, negative 
performance feedback—which is rather easy to communicate publicly—
may generate feelings of embarrassment (Ashford 1986; Smith and 
McElwee 2011). Anticipating this shame and embarrassment may cause 
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individuals to protect themselves from exposure to such financial risks as 
they believe they have simply too much at stake.

Second, fear of devaluing one’s self-estimate refers to unease about a drop 
in others’ appraisal of one’s capabilities in relation to a group whose perfor-
mance is known (adapted from Gilinsky 1949). Indeed, failure can make 
individuals begin to doubt their knowledge and ability to successfully 
undertake certain tasks (Gatewood et al. 2002; Hoang and Gimeno 2010) 
as well as make them question their self-worth (Jenkins et al. 2014; Laguna 
2013), have lower self-esteem (Shepherd and Cardon 2009), and start to 
doubt the control they have over important aspects of their lives (Folkman 
and Moskowitz 2004; Stanton et  al. 2002). In turn, entrepreneurs are 
likely to weigh financial costs more when they fear that failure will nega-
tively affect their self-estimation about their own capabilities and talent. 
Financial performance is either the objective of pursuing an entrepreneurial 
opportunity or the channel for accomplishing an even greater goal (Miller 
et al. 2012). As such, closing a business because of financial losses is a very 
clear indication that the entrepreneur has failed in his or her primary aim, 
and it seems that the more the failure costs financially, the larger the “poten-
tial hit” to the entrepreneur’s self-estimate will be—a position those who 
fear the devaluation of their self-estimate would not want to be in.

Third, a fear of having an uncertain future entails individuals’ fear 
about not knowing where their life is heading. This fear is illustrated in 
work by my (Dean) colleague and me (Byrne and Shepherd 2015: 384), 
in which we described the situation of an entrepreneur whose business 
failed and his frustrations over not fully knowing what was going to unfold 
next: “‘Suddenly you get this bit of paper from the [officials] telling you, 
you can’t be a company director. So that, the whole vagueness and uncer-
tainty over that bit is, ahhh.’ He does not finish this sentence, he just 
makes an annoyed sound and shakes his head.” Similar to the above, 
entrepreneurs who feel uneasy about such uncertainty are likely to weigh 
financial costs more when deciding whether to pursue an opportunity or 
not. A failure that costs less financially will have a lower impact on the 
entrepreneur’s slack resources than a costlier failure. The greater the finan-
cial slack (even if it is still low), the bigger the cushion for tough times 
(Carroll et al. 1992; Fafchamps and Lund 2003), the greater the ability to 
develop future options and plans (Lentz and Tranaes 2005; Wanberg et al. 
1999), and thus the more certainty about the future. Nevertheless, higher 
losses from a failure could make future plans unaffordable or inaccessible. 
That is, a substantial financially damaging failure (to the extent the 
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entrepreneur views it as traumatic) can destroy one’s central beliefs about 
the self, others, and life in general, making everything appear less predict-
able (Janoff-Bulman 1985; Haynie and Shepherd 2011). Therefore, 
entrepreneurs who are afraid of changing plans and uncertainty may pay a 
great deal of attention to potential financial costs when making decisions 
about opportunities.

Fourth, fear of losing social influence denotes people’s worry that they 
will be less able to use their opinions and attitudes to influence others’ 
opinions and attitudes (adapted from Martin and Hewstone 2003). The 
higher a failure’s financial costs, the higher the probability that others will 
notice the failure, often resulting in stigma for the individuals involved 
(Cardon et al. 2011; Semadeni et al. 2008; Sutton and Callahan 1987). 
For instance, our research (Shepherd and Patzelt 2015) showed that indi-
viduals with substantial financial losses as a result of failure are stigmatized 
more than those with lower losses. Stigma is a form of social stain as the 
individual being stigmatized experiences defamation that harms his or her 
reputation (see Cardon et  al. 2011; Shepherd and Patzelt 2015). 
Ultimately, the social influence of stigmatized individuals diminishes sig-
nificantly. Sutton and Callahan (1987), for instance, reported that manag-
ers of a firm that entered Chapter 11 bankruptcy found that former 
associates ceased contact with them due to the failure (Sutton and Callahan 
1987). Unsurprisingly, individuals who are afraid of losing social influence 
will likely be significantly affected by the financial costs associated with 
failure when making entrepreneurial decisions.

Finally, fear of upsetting important others refers to an individual’s fear of 
disapproval from people critical to his or her well-being. For individuals who 
have this fear, large financial costs are often especially worrisome because a 
costly failure is likely to upset important others. For instance, the financial 
costs of failure not only affect the entrepreneur but can also negatively 
impact the firm’s stakeholders and even the entrepreneur’s family. Indeed, 
stakeholders are generally people who are important to the entrepreneur 
and his or her venture (Mitchell et  al. 1997; Seldon and Fletcher 2015; 
Vandekerckhove and Dentchev 2005), friends and family often make equity 
investments in the business (Kotha and George 2012), and entrepreneurs 
frequently develop close relationships with their employees (Breugst et al. 
2012). Thus, financially costly failures are likely to upset investors who 
could potentially lose more money (Amit et al. 1990; Mason and Harrison 
2002), employees who could lose their jobs (or have to end relationships 
with people who are let go) (Fineman 1999; Jordan et al. 2002), and other 
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stakeholders who could potentially lose their reputation and/or social 
standing (Sutton and Callahan 1987). For instance, referencing an entre-
preneur whose venture failed, the Scottish Star newspaper (April 23, 2011) 
reported that “Chief executive Sam said he ‘had been left with no alterna-
tive’ but to pull the plug. He added: ‘Making all the employees redundant 
is genuinely heart breaking’” (cited in Byrne and Shepherd 2015: 382). As 
with the other four types of fear, the more afraid an entrepreneur is of letting 
important stakeholders down, the more he or she is likely to emphasize the 
financial costs of failure when making entrepreneurial decisions.

If the Japanese proverb’s argument that “fear is only as deep as the 
mind allows” is true, then individuals may be motivated enough to over-
come their fears when making entrepreneurial decisions. Thus, a key ques-
tion arises: why can some individuals overcome their fear of failure and 
choose to act on potential opportunities whereas others succumb to their 
fear and do not?

As mentioned earlier, individuals who have high obsessive passion for an 
activity are more likely to choose to adamantly continue their pursuit of the 
beloved activity (Curran et al. 2015; Houlfort et al. 2015) and to remain 
engaged in the activity even when presented with information suggesting 
the imprudence of this course of action (Stephan et al. 2009). In the con-
text of entrepreneurship, such behavior includes disregarding (or putting 
minimal emphasis on) information about the high financial costs associated 
with failure when choosing whether to pursue potential opportunities.

Fears, Passion, and Entrepreneurial Action

One particular point of interest to theorizing about fear of failure is that 
obsessive passion seems to affect the way individuals make decisions under 
threat and can lead to maladaptive outcomes (Curran et al. 2015; Donahue 
et  al. 2009; Hodgins and Knee 2002; Vallerand et  al. 2008, 2010). 
Because people who “cannot help but engage in their professional activi-
ties” (Houlfort et al. 2015: 85) tend to have obsessive passion, they con-
tinue with a particular response even when they encounter signals 
suggesting that the response is unsuitable (i.e., they have a rigid response), 
which can ultimately result in negative outcomes. For example, obsessively 
passionate workers will continue with projects irrespective of information 
indicating that persisting unchanged will cause undesirable consequences 
(Stephan et  al. 2009). They feel obligated to take on tasks for reasons 
besides the tasks’ outcomes, so their engagement in such tasks is compul-
sive and rigid (Curran et al. 2015).
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Additionally, obsessive passion has been linked to risky behaviors 
(Rip  et  al. 2006). Researchers have found, for instance, that obsessively 
passionate athletes’ rigid persistence can lead to risky training, thereby 
increasing their vulnerability to injury (Stephan et  al. 2009; Vallerand 
et al. 2003), and the rigid persistence of individuals who have high obses-
sive passion for the Internet and for soccer (Vallerand et al. 2008) is asso-
ciated with poor relationship quality. Overall, obsessive passion is linked 
to a variety of negative outcomes at the individual level, including conflict 
with other life spheres (Vallerand et  al. 2010), aggressive behavior 
(Donahue et al. 2009), and difficulties in partner relationships (Vallerand 
et al. 2008). For numerous other activities—such as sports, gaming, and 
shopping—obsessive passion often leads to unproductive outcomes, thus 
creating conditions that would make it difficult to continue engagement 
or to be successful in the long term. Thus, obsessive passion appears to 
overpower individuals’ appraisal of threats (e.g., the threat of injury, rela-
tionship loss, etc.) associated with certain activities (i.e., activities the 
individual is passionate about).

People who are obsessively passionate believe they cannot live without 
engaging in the activity they are passionate about (Vallerand et al. 2003), 
and they will give that activity top priority when making decisions regard-
ing the investment of their time and energy. As Vallerand et al. (2003: 757) 
fittingly remarked, obsessively passionate individuals “cannot help but to 
engage in the passionate activity. The passion must run its course as it con-
trols the person.” On the other hand, individuals who have low obsessive 
passion about a potential entrepreneurial opportunity are not as dedicated 
to such activity and are thus more likely to think about how investing in the 
focal activity will affect other aspects of their lives (Shah et al. 2002). That 
is, their fear of failure is associated with elements of life domains outside the 
focal activity. For less obsessively passionate individuals, fear of failure may 
motivate them to prioritize their life domains and psychological needs such 
that large financial opportunity costs are likely to lessen the attractiveness 
of acting upon potential opportunities. However, individuals who are very 
obsessively passionate are likely to emphasize life domains less and concen-
trate on the possible upsides of acting on potential opportunities. For such 
individuals, the entrepreneurial activity at hand is their main focus—it 
“commands” how they invest their time and energy. Consequently, they 
are less likely to become preoccupied with fears about the potential unde-
sirable outcomes of their actions. Indeed, my (Dean) colleagues and I 
(Shepherd et al. 2018) showed that the negative emphasis individuals place 
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on the financial costs of failure when making entrepreneurial decisions 
increases with fear of failure for those with low obsessive passion but less so 
for those with high obsessive passion.

Entrepreneurial Motivation for Sustaining Nature 
and/or Communities

Aside from knowledge (see Chap. 2), the motivation to focus attention is a 
key factor in opportunity recognition (Baron 2006; Kirzner 1979; McMullen 
and Shepherd 2006). Motivation to direct one’s attention to preserving 
natural and communal environments likely develops when people or orga-
nizations sense that their psychological and/or physical health is at risk.

First, people are frequently motivated to take action on sustainable 
development opportunities that increase or preserve their personal health. 
For instance, damage to the natural environment from pollution jeopar-
dizes many peoples’ lives, and the overuse of natural resources decreases 
life support by reducing the availability of food (Sala 2006). Furthermore, 
research has shown that a deteriorating communal environment, includ-
ing the loss of cultural identity, is associated with alcoholism (Spicer 2001) 
and diminished expectancy of life (McDermott et al. 1998) among mem-
bers of disabled ethnic minorities. As such, individuals who face these 
threats are likely to be highly motivated to direct their attention to and 
exploit opportunities that improve practices associated with the exploita-
tion of natural resources, diminish pollution, and eliminate oppression of 
ethnic groups.

In terms of psychological threats, self-determination theory attempts to 
explain the psychological processes underlying optimal psychological func-
tioning and health (Ryan and Deci 2000). More specifically, the aspects of 
life that fulfill people’s needs for competence, relatedness, and autonomy 
also improve psychological well-being (Ryan and Deci 2000). When some-
thing threatens these aspects of an individual’s life, his or her psychological 
well-being is also threatened, which causes the person to dedicate more 
attention to the threatening part of the environment. The more attention 
the individual places on this threat, the more likely he or she will recognize 
an opportunity associated with that part of the environment.

Additionally, deteriorating natural and communal environments can 
jeopardize individuals’ need for competence, thus motivating them to pay 
more attention to relevant aspects of the environment. When people begin 
to believe that nature is on the decline, they may start to feel that they—as 
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part of society—are not competently managing the natural environment 
in a way that ensures suitable living conditions for the generations to 
come. For example, the negative outcomes of climate change and ozone-
layer depletion will become more substantial for the next generations 
(Dentener et al. 2006), and the extinction of species as well as the decline 
of certain natural habitats including forests and oceans cannot be fully 
rectified in the future. In a similar vein, a deteriorating communal environ-
ment may hinder individuals from meeting their need for competence due 
to its impact on the next generation’s well-being. As an example, family 
disruption harms the well-being of children and grandchildren in impacted 
families (Amato 2005). To the degree that individuals ascribe such nega-
tive outcomes to their own or their society’s failure to preserve natural and 
communal environments, their need for competence will be unsatisfied 
and their sensitivity to opportunities that maintain the environment will 
increase.

Deteriorating natural and communal environments also negatively affect 
people’s need for relatedness (i.e., their need to connect with others) (Ryan 
and Deci 2000). First, declining environmental conditions that will primar-
ily harm the subsequent generation are likely to make it more challenging 
for individuals to develop relationships with people in that generation. For 
instance, children may blame their parents (or the generation of their 
grandparents) for leading self-centered and egoistical lives that exploited 
and damaged nature and for causing problems that the children and their 
generation will have to endure.

Second, a deteriorating natural environment generally causes unequal 
suffering among the earth’s population; often, the individuals who suffer 
most did not cause the decline, thus making it challenging for both groups 
of people to connect. Ozone-layer depletion, global warming, and over-
fishing, for instance, can largely be attributed to industrial activities and 
use in developed regions and countries, yet the numerous and often sig-
nificant costs of these activities in the form of destroyed ecosystems are 
forced on developing countries (Srinivasan et al. 2008). In turn, individu-
als from these developing countries may reproach the developed countries 
for their self-centeredness and irresponsibility, thus harming interpersonal 
relationship building across different societies.

Third, weakened communal environments can disturb salient social 
relationships, for example, between parents and their children when fami-
lies are disrupted. With more struggles and relationship issues, people’s 
need for relatedness is unmet. In this case, they are likely to focus on 
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opportunities to preserve natural and communal environments to avoid 
harm to others in the society and the next generation.

Finally, changes to natural and communal environments could also put 
individuals’ needs for autonomy at risk. In order to experience autonomy, 
individuals need to have a set of available options (Ryan and Deci 2000). 
However, with deteriorating environmental conditions, people’s options 
usually decrease. For instance, global warming has killed (or is killing) coral 
reefs (Tourtellot 2007), and climate change has also hindered the growth of 
crops and other nutritious plants in many areas, thus limiting the amount and 
diversity of food available throughout the world. Furthermore, when social 
groups are disturbed, people’s options for developing social ties with other 
individuals, especially other group members, are decreased. Thus, as these 
examples illustrate, the more natural and communal environmental changes 
lessen the options individuals have, the more their need for autonomy will 
remain unmet, and the more they will be inspired to focus on opportunities 
that preserve the environment.

People’s motivation to act on sustainable opportunities seems to 
increase as their physical and psychological health becomes progressively 
threatened. That is, the more threatened people feel, the more they tend 
to direct their attention toward the causes of that threat, and the less 
attention they tend to direct toward non-threat-related information 
(McMullen et al. 2009). Thus, when the threat to natural and communal 
environments is high, individuals are highly likely to act on opportunities 
to preserve those environments. The threat individuals sense from declin-
ing natural and communal environments likely affects the degree to which 
they combine their knowledge about entrepreneurship and their environ-
mental knowledge to identify a sustainability opportunity. Generally, after 
individuals perceive a threat and overcome their initial fear response, they 
thoughtfully search for opportunities to deal with the threat (Beck and 
Clark 1997). While “elaborative strategic processing of threat,” people 
process information slowly and a “secondary appraisal process occurs in 
which anxious individuals evaluate the availability and effectiveness of 
their coping resources to deal with the perceived threat” (Beck and Clark 
1997: 53). In other words, individuals whose psychological and physical 
health is endangered by environmental (natural or communal) deteriora-
tion will seek and assess opportunities to handle that threat and, in doing 
so, will be driven to utilize their prior environmental/communal knowl-
edge as well as their entrepreneurial knowledge. As an individual under-
takes assessment activities to deal with a threat, it becomes increasingly 
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likely that he or she will uncover a complementary relationship between 
his or her environmental and entrepreneurial knowledge such that both 
forms of knowledge can be joined to help the person identify an opportu-
nity. On the other hand, if the individual senses a lower threat from envi-
ronmental decline and engages in fewer assessment activities to deal with 
the threat, while he or she may possess both types of knowledge (i.e., of 
the natural/communal environment and of entrepreneurship), he or she 
is unlikely to be motivated to connect the two forms of knowledge to 
identify an opportunity.

Entrepreneurial Motivation 
Toward Developing Society

Individuals and organizations vary in terms of their motivation to focus 
attention on generating economic and non-economic gains for disadvan-
taged others. We concentrate on two sources that likely explain some of 
this variance: the degree to which individuals feel physically and psycho-
logically threatened by the (expected) condition of society and their 
altruism.

People will be more motivated to exploit opportunities to improve 
society when they believe that their physical well-being is at risk due to the 
present or expected state of society. Before 1983, for example, the 
institutional environment in the United States offered pharmaceutical 
companies few incentives to create drugs to treat rare diseases because 
demand for such drugs was low. As a result, many patients with rare dis-
eases had significant difficulty obtaining much-needed medical treatment. 
This threat to their own health drove some of these patients to act on 
opportunities to change the institutional environment such that it incen-
tivizes pharmaceutical firms to create drugs for rare diseases. Some of 
these patients founded the National Organization for Rare Disorders and 
began the Orphan Drug Act. The Orphan Drug Act is a legal framework 
providing marketing exclusivity for rare disease drugs to pharmaceutical 
companies. In turn, these actions considerably improved the medical situ-
ation not only for the patients themselves but also for others in society 
(Austin et al. 2006).

Furthermore, the attention individuals pay to opportunities that 
develop society will grow with increasing threats to their psychological 
needs for competence, relatedness, and autonomy (Ryan and Deci 2000). 
For instance, some countries’ legal frameworks are incapable of dealing 
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with corruption and violence (Paldam 2002; Karstedt 2006), so people 
living in these countries may believe that they (and the society they live in) 
are incapable of developing an institutional setting that provides them and 
their children peace and safety. In addition, identifying a sustainable devel-
opment opportunity may enable individuals to handle a threat to their 
need for relatedness. For example, identifying an opportunity to prompt 
institutional change and improve minority rights enables individuals to 
develop relationships with minority groups as well as with philanthropic 
and volunteer supporters of the cause (Austin et al. 2006). Finally, indi-
viduals may focus their attention on entrepreneurial opportunities that 
develop society to meet their need for autonomy. For example, members 
of minority and ethnic groups often do not have equal opportunities or 
rights compared to the majority population in a country, which hinders 
their (and their children’s) ability to improve their socioeconomic status 
and personal development. Such people are thus likely to be motivated to 
pursue opportunities that enhance their situation and the options available 
to them because these types of opportunities can help satisfy their psycho-
logical need for autonomy.

A rising threat to individuals’ physical or psychological health due to the 
(anticipated) state of society will affect the association between their knowl-
edge of the natural/communal environment, their entrepreneurial knowl-
edge, and the probability that they will identify a sustainable development 
opportunity. As explained above, increased physical and psychological 
threat prompts careful consideration and the identification of opportunities 
to overcome that threat (Beck and Clark 1997), which in turn likely leads 
individuals to uncover complementarities between their environmental and 
entrepreneurial knowledge. For example, an individual with knowledge 
about both pollution-reduction technologies and auto markets may not 
identify opportunities to lessen air pollution by introducing new technolo-
gies into cars because he or she does not perceive air pollution caused by 
cars to be an issue for his or her society. However, if that same person lives 
in a country where many people suffer with serious health problems caused 
by traffic-induced air pollution, his or her need for competence may go 
unmet because he or she (and others) is unable to help preserve a healthy 
society. In turn, this psychological threat is likely to drive the individual to 
seek opportunities that will create a healthier society, and the individual is 
more likely to identify an opportunity to develop cars that put out fewer 
emissions based on complementarities between his or her prior knowledge 
of air pollution and the auto market.
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Aside from threat, altruism can direct people’s attention toward 
opportunities that develop society. This altruistic motivation to assist oth-
ers generally occurs when people experience empathy and sympathy for 
those who are disadvantaged (Batson and Shaw 1991; Davis 1996). People 
who are high in empathy think and feel themselves into disadvantaged 
others’ lives and experience emotions themselves that are similar to the 
others’ emotions (Eisenberg 2000). Individuals who can empathize with 
people in very poor societies may personally experience (at least to some 
extent) those people’s grief over providing life support for their children. 
It follows, then, that the more individuals empathize with the poor, the 
higher their motivation to pay attention to opportunities that could offset 
poor individuals’ negative emotional experiences and distress since they 
are partially their own emotions. Such individuals are very likely to be 
motivated to act on opportunities for sustainable development that can 
transform poorer individuals’ situation—in doing so they can also better 
their own emotional state. For instance, these types of individuals are likely 
to notice opportunities that improve poor children’s health while also pro-
tecting the natural environment, such as developing inexpensive processes 
to convert polluted water into drinking water (Prahalad 2007).

Like empathetic individuals, sympathetic people can think and feel 
themselves into disadvantaged others’ situations; however, unlike their 
empathetic counterparts, sympathetic people experience emotions that 
differ from these others’ emotions (Eisenberg 2000). For example, those 
who sympathize with people who are very poor understand these people’s 
sorrows regarding their children’s health and nutrition. However, they 
will not personally feel this sadness, instead pitying the people for their 
difficult situation. Pity is an altruistic emotion that drives people to help 
ease the suffering of others even when giving assistance leads to significant 
individual costs (Dijker 2001). Overall, people who sympathize with the 
poor will be driven to help them and be motivated to exploit opportunities 
that can enhance their life.

How much empathy and sympathy motivate individuals to act on oppor-
tunities that develop people and society seems to hinge on the level of per-
sonal distress that empathy and sympathy cause them. Personal distress can 
stem from empathetic or sympathetic overarousal (Hoffman 1982), which 
occurs in highly negative emotional situations that threaten an individual’s 
psychological well-being (Eisenberg 2000). For instance, people who empa-
thize with those who are poor and worry about their children’s nutrition 
personally experience that worry, which can generate personal distress. 
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To avoid this distress, people sometimes become less altruistic. Instead, 
these people concentrate more on themselves (e.g., Wood et al. 1990), thus 
decreasing their motivation to act on entrepreneurial opportunities that aid 
others. In other words, highly distressed empathetic individuals are likely to 
pay less attention to the poor and their suffering to avoid personally experi-
encing this negative emotional state. However, those who are better able to 
regulate their own emotions and handle their own distress will be better able 
to empathize and sympathize with disadvantaged others without becoming 
overly distressed (Eisenberg 2000). These people’s psychological health is 
threatened less when they feel empathy and sympathy, thus making them 
more motivated to help others with their problems and act on potential 
opportunities to develop society.

Individuals’ altruism, empathy, and sympathy are also likely to affect 
the degree to which entrepreneurial knowledge improves the positive 
association between prior knowledge about natural/communal environ-
ments and the likelihood of identifying sustainable development opportu-
nities. People may have both environmental and entrepreneurial knowledge 
but may not be motivated to uncover complementarities between the two 
or combine them to identify opportunities that preserve the environment 
and develop society. However, altruism, empathy, and sympathy can pro-
vide such motivation.

Health and Entrepreneurial Motivation

Research has shown that people with health-related limitations often freely 
choose entrepreneurial careers. For instance, people who perceive barriers 
to advancement in more customary employment roles (e.g., individuals 
with disabilities) are likely to be attracted to entrepreneurial careers 
(Kendall et al. 2006; Callahan et al. 2002). More specifically, people with 
disabilities often prefer entrepreneurial careers because such careers tend 
to offer better accommodations for disability-related issues (Arnold and 
Seekins 2002; Hagner and Davies 2002). Although most organizations 
have made physical-access accommodations for employees in the work-
place (Batavia and Schriner 2001), those with disabilities often need addi-
tional accommodations, such as flexibility to arrange their schedule around 
health issues and treatment. These individuals tend to highly value auton-
omy (Arnold and Seekins 2002; Hagner and Davies 2002). My (Dean) 
colleague and I (Haynie and Shepherd 2011), for example, found that 
soldiers and marines who were injured in Iraq and Afghanistan were 
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driven to become entrepreneurs partially because they needed autonomy. 
They needed autonomy because following orders from someone else almost 
led to their death, and when handling their health problems, they were 
often forced to follow doctors’ and nurses’ orders. Similarly, my (Holger) 
colleagues and I (Wiklund et al. 2016) showed that individuals suffering 
from ADHD find entrepreneurship to be an attractive career path because it 
allows for an adjustment of the work environment to ADHD-related symp-
toms (e.g., varying energy levels, changing attentional foci, problems with 
routine activities). Indeed, statistics reveal that those who are disabled are 
more than twice as likely to choose self-employment than people without 
disabilities (US Census Bureau 2002). Thus, it appears that limitations 
stemming from health issues motivate such individuals to choose entrepre-
neurial careers. These careers offer the flexibility that enables them to take 
care of their health-related needs and obtain treatment.

The findings and gaps associated with this topic offer a variety of research 
opportunities. First, while entrepreneurial careers typically offer higher 
flexibility than salaried employment, the amount and type of flexibility pro-
vided across entrepreneurial careers varies. For example, venture founders 
who want to utilize outside capital to develop their business usually find 
that they must relinquish more responsibility for running the business than 
individuals who limit business growth to what they can finance using inter-
nal capital sources (Wasserman 2008). Along these lines, different health 
issues may necessitate different work-related flexibility. It is unclear what 
are the various flexibility needs associated with major health problems that 
motivate individuals to become entrepreneurs. How do these entrepre-
neurs take advantage of this flexibility to improve their health or lessen 
their health problems? Why are some entrepreneurs able to draw on flexi-
bility more effectively to lessen their health problems than other entrepre-
neurs? The discussion above focused on people who are drawn to an 
entrepreneurial career’s flexibility to deal with health problems; yet, other 
entrepreneurs (driven by other motives) are also likely to use the flexibility 
of their career to improve their health. For instance, an entrepreneurial 
career’s flexibility could allow some to engage in recreational or sporting 
activities.

Second, entrepreneurial ventures are likely to differ in the autonomy 
they provide, and entrepreneurs are also likely to desire varying autonomy 
levels. Researchers can in more detail investigate the association between 
individuals’ health problems and their desire for autonomy. For example, 
they can explore why some health-related problems are associated with the 
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desire for more autonomy than other problems. How are these differences 
embodied in the new firms created? As detailed above, my (Dean) col-
league and I (Haynie and Shepherd 2011) offered some preliminary 
insights about marines and soldiers who were injured in combat and their 
desire for autonomy; their findings imply that when a person’s health-
related problem is connected to loss of control (lack of control causing 
health-related problems or health-related problems causing lack of con-
trol), he or she is likely to strongly desire the autonomy found in an entre-
preneurial career.

Third, in addition to autonomy, flexibility, and physical accommoda-
tions, what other factors do individuals with health-related problems con-
sider when choosing the career of an entrepreneur or when choosing 
between different types and paths of entrepreneurial careers? As men-
tioned earlier, self-determination theory posits that people must also sat-
isfy their psychological needs for competence and belonging (Ryan and 
Deci 2000; Deci and Ryan 1985). When poor health stops individuals 
from undertaking particular tasks, it appears they have an even stronger 
desire to decide for an entrepreneurial career through which they can 
develop and use new competencies (Haynie and Shepherd 2011). Thus, 
when becoming an entrepreneur helps individuals who have lost confi-
dence in their competence (or the capability to display their competence) 
to regain that confidence, health benefits may follow (especially benefits 
related to psychological health).

Fourth, poor health may result in loneliness (Molloy et  al. 2010). 
Loneliness is an emotional state that occurs when an individual feels 
estranged from and/or misunderstood by others and thus feels a lack of 
social integration (Rook 1984; Donaldson and Watson 1996). (This is dif-
ferent from being alone, which people sometimes seek for pleasure.) 
Research has shown that loneliness can worsen health-related problems 
(Hawkley and Cacioppo 2010; Sugisawa et  al. 1994; Thurston and 
Kubzansky 2009). Indeed, one study showed that lonely people have a 45% 
higher mortality rate than people who are not lonely (Holt-Lunstad et al. 
2010). How does the pursuit of an entrepreneurial career influence health-
related loneliness? Entrepreneurs are frequently referred to as “lone wolfs,” 
and “being the boss” typically separates the entrepreneur from his or her 
subordinates. This separation may cause feelings of isolation and loneliness 
(Akande 1994; Gumpert and Boyd 1984; Hannafey 2003). Yet, entrepre-
neurs can usually choose with whom they wish to work (Forbes et  al. 
2006). Additionally, some new firms are created by a founding team 
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(Ucbasaran et al. 2003), which enables team members to form friendships 
that can counteract loneliness.

Fifth, while people suffering health problems may decide to become an 
entrepreneur for the reasons discussed above, the costs stemming from 
health problems sometimes make an entrepreneurial career infeasible. Poor 
health can be financially costly, frequently causing many out-of-pocket 
expenses, lost earnings, and depleted household assets (Poterba et al. 2010). 
These costs can diminish one’s financial resources for starting a new venture. 
Yet, in line with the definition of entrepreneurship as the pursuit of opportu-
nities beyond the resources one presently has (Baker and Nelson 2005; Brown 
et al. 2001; Stevenson 1983) as well as work on effectual reasoning high-
lighting entrepreneurs’ current resources as a starting point (Sarasvathy 
2001), entrepreneurship is still viable with limited resources.

Finally, other resources aside from financial resources can be exhausted 
by health-related problems; poor health can also take time (Stewart et al. 
2003; Weiss et al. 2000) and energy away from activities related to work 
(or perhaps the opposite is true in some situations—viz., an entrepreneur-
ial venture creates energy that transforms the health issue).

Entrepreneurial Motivation and Others’ Health

As discussed above, people who directly experience health problems are 
often motivated to recognize and act on opportunities to overcome their 
poor health. However, individuals do not need to experience health prob-
lems directly to be driven to identify and exploit opportunities to help 
with others’ health problems. First, some individuals have prosocial moti-
vation—namely, “the desire to expend effort based on a concern for help-
ing or contributing to other people” (Grant and Berry 2011: 77). Prosocial 
motivation influences cognitive processing (Kunda 1990; Nickerson 
1998). Grant and Berry (2011) found that prosocial motivation can lead 
to perspective taking, which enables people to generalize valuable ideas in 
more creative ways. Perspective taking is “a cognitive process in which 
individuals adopt others’ viewpoints in an attempt to understand their 
preferences, values, and needs”. This process can give individuals insight 
into the nature of others’ health problems, which is essential for them to 
recognize opportunities that help solve these problems. While prosocial 
motivation does not necessarily eliminate self-interested actions, to at 
least some degree, the “rubber meets the road” with how one manages 
their intellectual property. For example, when reporting why he did 

  D. A. SHEPHERD AND H. PATZELT



  71

not patent the Solar Ear (an inexpensive, durable, and solar-powered hearing 
aid), Howard Weinstein noted that the cost of intellectual property protec-
tion would increase the overall product price, which went against his goal of 
helping as many people as possible with the technology. Further, he stated, 
“I actually want one of the Big 5 to copy us and use their distribution power 
to get more low cost hearing aids and batteries to developing countries” 
(kopernik.info/en-us/story/howard-weinstein-solar-ear). Thus, prosocial 
motivation not only shapes people’s cognitions to offer insight into poten-
tially beneficial health solutions, but it also motivates them to act on these 
opportunities.

Second, research has shown that prosocial motivation can result in per-
spective taking and eventually innovations among employees (Grant and 
Berry 2011). Again, prosocial motivation does not necessarily exclude ben-
efits for the actor, but prosocially motivated individuals have a desire to aid 
others (Grant 2007; Grant and Berry 2011). Similarly, we (Shepherd and 
Patzelt 2015) proposed that although health entrepreneurship may create 
profit for entrepreneurs, it is also highly likely to improve others’ health. 
Researchers have the opportunity to explore phenomena that can “make a 
difference” (health being the dependent variable) while simultaneously fur-
thering their careers by publishing high-quality research with a deep impact. 
Thus, we hope scholars are prosocially motivated when choosing their 
research topics.

Third, entrepreneurs are likely to vary widely in their prosocial motiva-
tion (although this remains an empirical question). What influence does 
such variance in prosocial motivation have on health entrepreneurship? It 
could be that only highly prosocially motivated people recognize and act 
on health-related opportunities. However, because of the high possibility 
of generating profit, it is more likely that “all sorts” of entrepreneurs decide 
to enter this industry. A more fruitful line of research could be exploring 
differences in exploited opportunities in relation to entrepreneurs’ level of 
prosocial motivation. For instance, do more prosocially motivated entre-
preneurs act on more radical health opportunities compared to those who 
are less prosocially motivated? If so, is the reason for such action because 
these entrepreneurs engage in more perspective taking to isolate opportu-
nities that would be more suitable for solving health problems (consistent 
with Grant and Berry 2011)? Alternatively, is an entrepreneur’s willingness 
to accept uncertainty to act on a more radical opportunity bolstered by his 
or her prosocial motivation? Perhaps individuals with higher prosocial 
motivation are more prone to exploiting opportunities that have a higher 
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likelihood of greatly reducing others’ suffering. In addition, scholars can 
investigate why some entrepreneurs who are prosocially motivated exploit 
opportunities that solve others’ health problems, whereas other prosocially 
motivated entrepreneurs are focused on opportunities that aid others in 
ways unrelated to health issues.

Finally, there can be a dark side to pursuing entrepreneurial opportunities 
that improve others’ health: (1) The process of exploiting opportunities to 
improve others’ health may have adverse health implications for the entre-
preneur, which deplete energy (and therefore motivation) from the entre-
preneurial effort. (2) Potential health opportunities (as all entrepreneurial 
opportunities) are inherently uncertain, and their pursuit could result in 
failure. When failure occurs, it could come with health repercussions that 
negatively affect subsequent entrepreneurial motivation. Entrepreneurial 
grief (Shepherd 2003), for instance, is likely greater when a business failure 
leads to the continuation of others’ suffering that was going to be improved 
through the venture. Further, when entrepreneurs are a key source of health 
benefits for others, the implications to their own health from their entrepre-
neurial efforts increase in importance.

Entrepreneurial Motivation 
and the Destruction of Nature

As detailed in Chap. 2 (and more briefly above), harm to the natural envi-
ronment refers to damaging the inherent worth of the physical world 
(Muehlebach 2001)—namely, the earth, biodiversity, and ecosystems 
(Parris and Kates 2003)—and reducing a source of resources and services 
to support present populations and future generations (Daily 1997). There 
are many reasons why an opportunity’s specific harm to the natural envi-
ronment could adversely affect entrepreneurs’ evaluations of its appeal. For 
instance, entrepreneurs may foresee harm to their personal and/or their 
venture’s reputation as a result of pursuing an opportunity that damages 
the environment (which is in line with findings related to the relationship 
between illegal activity and damage to a manager’s and an organization’s 
reputation [Karpoff et al. 2008; Karpoff and Lott 1993; Wiesenfeld et al. 
2008]). However, entrepreneurs are likely to judge the significance of 
expected losses differently because personal values are likely to influence 
such judgments. For example, Agle et al. (1999) showed that other-regard-
ing values affect the importance CEOs ascribe to employees when making 
decisions that influence corporate performance. Values are “an enduring 
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belief that a specific mode of conduct or end-state of existence is personally 
or socially preferable to an opposite or converse mode of conduct or end-
state of existence” (Rokeach 1973: 5). Thus, values are guiding beliefs 
(Schwartz and Bilsky 1990) for decision making and ensuing action 
(Fishbein and Ajzen 1972; Spash 2002; Thøgersen and Olander 2002).

In terms of the natural environment, respect for nature refers to “pru-
dence in the management of all living species and natural resources,” so they 
can be “preserved and passed on to our descendants” as well as the realiza-
tion that “current patterns of production and consumption are unsustain-
able and must be changed” (United Nations General Assembly 2000). 
Finding an opportunity that could damage the natural environment to be 
highly appealing is likely to be contradictory to these overall values. Thus, 
when provided with information about an opportunity that will negatively 
affect the natural environment, entrepreneurs with stronger pro-environ-
mental values will focus more attention on that information and will empha-
size it more in their opportunity evaluations than entrepreneurs with weaker 
pro-environmental values. Indeed, we and a colleague (Shepherd et  al. 
2013) revealed that when entrepreneurs assess opportunities’ attractiveness, 
the stronger their pro-environmental values, the more they emphasize the 
specific harm to the natural environment resulting from the opportunities in 
their decision making.

However, having strong pro-environmental values does not guarantee 
that entrepreneurs will not try to exploit opportunities that damage the 
natural environment; some entrepreneurs disengage such values during 
the decision-making process. For instance, people who feel they lack con-
trol over their own lives but believe that events and experiences in life are 
controlled by fate and luck instead of their own initiative (Detert et al. 
2008; Levenson 1981) tend to disengage their values more readily. These 
beliefs in one’s capacity to exercise control include both beliefs about 
one’s ability to effectively complete essential tasks and the belief that this 
performance influences ensuing events and outcomes.

Entrepreneurial Self-Efficacy

Self-efficacy refers to the personal belief that one can achieve whatever he or 
she sets out to accomplish and can thus successfully meet one’s goals (Utsch 
et al. 1999; Zhao et al. 2005). This belief that one can achieve whatever 
goals he or she sets—particularly, that one can successfully start and man-
age a business (i.e., entrepreneurial self-efficacy [Chen et al. 1998])—may 
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make people more likely to disengage their pro-environmental values for 
several reasons.

Self-regulation centers on the notion that people do things that “give 
them satisfaction and a sense of self-worth, and they refrain from behaving 
in ways that violate their moral standards because such conduct will bring 
self-condemnation” (White et al. 2009: 42). People’s feelings of satisfac-
tion and self-worth typically improve when they take on tasks they believe 
they can accomplish, and actually completing those tasks further improves 
their perceived competence (Ryan and Deci 2000, 2001). Consequently, 
“self-efficacy beliefs function as an important set of proximal determinants 
of human self-regulation” (Bandura 1991: 257). In terms of entrepre-
neurship, entrepreneurial self-efficacy denotes one’s belief that he or she is 
able to perform the tasks involved in starting and successfully managing a 
venture (Chen et al. 1998). Indeed, researchers have found that entrepre-
neurial self-efficacy is positively related to the intention to act entrepre-
neurially (Zhao et  al. 2005; Zhao et  al. 2010) and to entrepreneurial 
action (Boyd and Vozikis 1994).

While one important entrepreneurial task (i.e., innovation) includes 
developing new ideas, products, processes, and markets, the other activities 
representing the subcomponents of entrepreneurial self-efficacy are associ-
ated with effective opportunity exploitation (Chen et al. 1998). Individuals 
are usually attracted to activities they can competently complete (Bandura 
and Schunk 1981; Ryan and Deci 2000), and people with high self-efficacy 
are frequently drawn to challenging tasks that test and develop their skills 
(Csikszentmihalyi 1978) as well as to experiences that offer personal fulfill-
ment (Srivastava et al. 2010). After all, such people believe—often passion-
ately—that they can successfully complete these challenging tasks. Thus, 
when presented with opportunities that could damage the natural environ-
ment, individuals with high entrepreneurial self-efficacy frequently want to 
seize the chance to utilize their capabilities to actively exploit them. Still, as 
mentioned above, individuals’ moral values may ultimately limit such 
actions. As a result, in such situations, individuals are confronted with a 
conflict between actions that will enhance their satisfaction and self-worth 
but will concurrently breach their moral guidelines and lead to self-censure. 
As Bandura (2006: 171) stated, “selective moral disengagement is most 
likely to occur under moral predicaments in which detrimental conduct 
brings valued outcomes.”

For individuals with low entrepreneurial self-efficacy, in contrast, there 
is minimal tension between satisfaction and self-worth on the one hand 
and moral values on the other when evaluating the appeal of opportunities 
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that cause harm to the natural environment. Such individuals have doubts 
about whether the benefits of such opportunities will pan out because they 
are not confident in their ability to successfully exploit them. In general, 
people with low self-efficacy are easily deterred by obstacles (Gist 1987), 
which—in this context—could include their own pro-environmental val-
ues. Such individuals are also likely to feel that they have minimal control 
over the entrepreneurial situation and outcomes (Markman et al. 2002).

Perceived Industry Munificence

Individuals exercise agency through self-efficacy and within the bounds of 
system conditions (Bandura 1991). System conditions refer to “the 
changeability or controllability of the environment … [and represent] the 
opportunity structures to exercise personal efficacy and the ease of access 
to those opportunity structures” (Bandura 1991: 269). A significant sys-
tem condition for entrepreneurs is the industry, specifically industry 
munificence, or the “scarcity or abundance of critical resources needed by 
(one or more) firms operating within an environment” (Castrogiovanni 
1991: 542; cf. Dess and Beard 1984).

Some industries have plentiful resources and represent a decision con-
text in which poor and good judgments lead to similar outcomes. In other 
words, in such cases, high levels of industry munificence can make up for 
entrepreneurial and strategic weaknesses (Tsai et al. 1991). Due to their 
greater environmental capacity, munificent environments support growth 
and stability and allow businesses to develop a cushion in case of future 
hardship (Dess and Beard 1984). In fact, some have described these 
resource-rich industries as producing a tide that raises all boats (Wasserman 
et al. 2001). Less munificent environments (i.e., industries with less envi-
ronmental capacity) (Dess and Beard 1984), on the other hand, are char-
acterized by intense competition (Aldrich 1979), few exploitable 
opportunities (Covin and Slevin 1989), and hostility (Khandwalla 1976, 
1977; Miller and Friesen 1983). Consequently, these resource-poor indus-
tries are more “selective,” and decision makers’ choices have a stronger 
influence on performance outcomes than in more munificent industries 
(Covin and Slevin 1989; Tushman 1977; Zahra and Covin 1995). Thus, 
there are likely to be higher personal agency beliefs in environments indi-
viduals perceive as being less munificent (in comparison to environments 
perceived as being more munificent) because people are more likely to feel 
that decisions will have a greater influence on relevant outcomes (includ-
ing preventing unwanted performance outcomes).
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The industry munificence individuals perceive may directly affect how 
much they disengage their pro-environmental values. Firms in munificent 
industries can grow and profit in a variety of ways (Brittain and Freeman 
1980; Tushman and Anderson 1986). Thus, acting on opportunities that 
damage the natural environment is likely to be only one of many means to 
improve firm performance. Additionally, individuals may view opportunity 
exploitation itself as an unreasonably risky way to enhance firm performance 
(Covin and Slevin 1989). As a result, there is minimal conflict between the 
cost of passing up an opportunity and the values underlying one’s assess-
ment. Thus, under perceived conditions of munificence, individuals tend to 
keep their pro-environmental values fully engaged, and there is a lower like-
lihood that entrepreneurs will be attracted to opportunities that could cause 
harm to the natural environment.

In contrast, industries with less munificence are characterized by a “pau-
city of readily exploitable market opportunities” (Zahra and Covin 1995: 
48) and very limited maneuverability. In these environments, businesses 
have fewer means to improve growth and profitability. This means that 
opportunities that could cause damage to the natural environment are part 
of a substantially smaller set of opportunities that could be pursued. Indeed, 
scholars have found that corporate entrepreneurship plays a more salient 
role in firm performance in resource-scarce industries than in industries 
with greater munificence (Covin and Slevin 1989; Miller and Friesen 1983; 
Zahra and Covin 1995). Therefore, when individuals perceive an industry 
as being less munificent, the importance of pursuing an opportunity that 
may harm the environment is likely to conflict with their pro-environmental 
values more than in more munificent contexts. In turn, this increased con-
flict between values and beliefs about outcomes makes decision makers 
more likely to disengage their values when evaluating opportunities. Such 
decision makers, for instance, may claim that after developing the environ-
mentally unfriendly opportunity and/or when the industry improves, they 
will be better positioned to pursue only environmentally friendly opportu-
nities in the future.

Individual Values and Entrepreneurial Motivation

Although the search for a direct association between personality traits and 
entrepreneurship has led to an unclear picture, the entrepreneur is clearly 
an essential part of the entrepreneurial process (Shook et al. 2003). During 
the recent revival of studies on entrepreneurs’ personal characteristics, 
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scholars have gone past looking for “trans-situational consistency in 
personality traits” (Shaver and Scott 2002) and have begun exploring deeper 
models of individual characteristics, motivation, cognition, and behavior 
(e.g., Baron 2004; Baum and Locke 2004; Baum et al. 2001; Busenitz and 
Barney 1997; Mitchell et  al. 2004; Rauch and Frese 2007; Zhao et  al. 
2005). Take, for example, Baum et al. (2001) and Baum and Locke (2004) 
who showed individual characteristics such as tenacity and passion do not 
have a direct association with new firm growth but that these variables are 
associated with growth-related motivation. In addition, Rauch and Frese 
(2007) and Zhao and Seibert (2006) used meta-analyses to illustrate the 
necessity for researchers to explore more proximal moderators and media-
tors instead of the direct association between individual characteristics and 
entrepreneurial outcomes. A stronger understanding of the association 
between entrepreneurs and proximal outcomes, including cognition, moti-
vation, and decision making, is likely to yield a more vivid and comprehensive 
view of the entrepreneurial process (Shane et al. 2003). We examine in this 
section how personal values motivate entrepreneurial decisions. We explore 
personal values since extant literature on psychology finds that one’s values 
and his or her choices among alternatives are closely connected (Feather 
1990). Therefore, a focus on personal values offers a comprehensive frame-
work for studying decisions (Rohan 2000).

Personal values are at the core of motivated choice (Judge and Bretz 
1992). Values constitute the lens through which individuals view potential 
actions, including how attractive these actions are. As such, personal value 
priorities generate valences (i.e., desirability) for prospective outcomes 
(Feather 1982) and “cause decisions” (Rohan 2000: 270). Thus, individ-
uals’ values influence how they define situations, evaluate alternative pos-
sibilities, and finally decide on a course of action. As entrepreneurs decide 
on an entrepreneurial endeavor, it is highly likely that the weight they 
place on the attractiveness of a successful outcome will (to some extent) 
depend on their personal values (Holland and Shepherd 2013).

Individuals’ values stem from their cognitive representations of funda-
mental needs (Rokeach 1973; Schwartz 1992). Although scholars have 
studied values for many decades, Milton Rokeach (1973) is generally cred-
ited with starting a stream of research on values with his Rokeach Value 
Survey. Rokeach’s work drew on the assumption that a finite number of 
“terminal human values” serve as individuals’ internal reference points, 
which are the basis for judgment and motivation (Rohan 2000). Expanding 
Rokeach’s (1973) work, Schwartz (1992) built a more comprehensive 
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theory of values. This theory comprises an overarching structure for the 
value system. The theory predicts decisions and actions in numerous prac-
tical situations (Bardi et al. 2008). We call upon individual-level Schwartz 
values theory (1992) in this chapter. According to Schwartz (1992), there 
are ten basic universal value types. These value types include power, 
achievement, hedonism, stimulation, self-direction, universalism, benevo-
lence, tradition, conformity, and security. Based on the differences and 
similarities between these values’ motivational structures, Schwartz (1992) 
outlined four higher-order value types, specifically openness to change, 
self-transcendence, self-enhancement, and conservation. Higher-order 
values are organized in a circular manner such that adjacent values will 
have motivational commonalities whereas values on opposite sides of the 
circle will have motivations that are not compatible. While Schwartz 
(1992) does not expect opposing values to be negatively correlated, if an 
individual holds opposing values at the same time, conflicting motivations 
may increase internal conflict during the decision-making process (Schwartz 
1992). Researchers have empirically verified that the theoretical structure 
of Schwartz’s value types is reliable and can be generalized to various sam-
ples (Morris et al. 1998). Due to this integrated value structure, research-
ers can explore how related value sets impact the desirability of the financial 
and non-financial returns, as well as switching costs, associated with per-
sisting with entrepreneurship (Feather 1995).

Self-Enhancement

In regard to the four higher-order values, self-enhancement comprises the 
values of power, achievement, and hedonism. These values center on 
developing one’s own interests—even if it is associated with costs for oth-
ers (Schwartz 1992). Thus, entrepreneurs high in self-enhancement will 
strive for extreme success of their ventures because they want to gain social 
status and recognition. These individuals are frequently prepared to dedi-
cate substantial time and energy to display ability and success in what they 
are doing (Bardi and Schwartz 2003). Individual with high levels of self-
enhancement generally relish in having control over resources and employ-
ees, and they recognize that creating a flourishing business can lead to a 
positive public image and prominent positions in society (Scheinberg and 
MacMillan 1988).

In the business context, achievement and power are usually associated 
with a firm’s financial performance, often generating higher incomes and 
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wealth. Individuals who value self-enhancement may obtain satisfaction 
from the opportunities for self-indulgence available to the wealthy. Looking 
beyond merely fulfilling their basic needs, such people are likely to seek out 
opportunities that satisfy wants and luxuries (Bardi et al. 2008). Indeed, 
many entrepreneurs maintain that the potential for high financial income 
and recognition are primary motivations for entering into an entrepreneur-
ial career (Carter et al. 2003; Kuratko et al. 1997). Thus, for individuals 
who value power, achievement, and self-indulgence, financial returns are 
likely to play a more significant role in decisions regarding the attractive-
ness of an entrepreneurial career than for individuals who emphasize self-
enhancement values to a lesser extent (Holland and Shepherd 2013).

Openness to Change

The values comprising openness to change include stimulation, hedonism, 
and self-direction. People who appreciate openness favor independent 
thought and action and derive joy from life’s challenge and excitement 
(Schwartz 1992). These people like to try new approaches and are not 
scared of challenging and ultimately eliminating traditional roles or systems. 
In addition, individuals who are open to change find learning stimulating 
and enjoy using their intellectual capabilities to create innovative products 
(Shane et al. 1991). They also tend to have a higher promotion focus in 
terms of their self-regulatory system. They often seek growth and improve-
ment toward their ideal selves (Brockner et al. 2004). Thus, people who 
value openness to change will emphasize the non-financial benefits of entre-
preneurial action, such as self-realization and learning through experience.

People who appreciate self-enhancement and people who appreciate 
openness to change share the value of hedonism. Yet, they go about 
gratifying their desires and seeking pleasure in different ways (Schwartz 
1992). Individuals who value self-enhancement receive greater satisfac-
tion from power and achievement, whereas those who value openness to 
change explore new experiences and the autonomy to set their own 
objectives (Bardi et  al. 2008). In addition, entrepreneurs drawing on 
openness as a principle guiding their lives will find pleasure in the free-
dom provided by their entrepreneurial career (Carter et  al. 2003). 
Liberty to control one’s own schedule and work life and the chance to 
wear many “different hats” produces psychic benefits that many entre-
preneurs value as much (or more) than financial rewards. Thus, entrepre-
neurs who value openness to change are likely to emphasize these types of 
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non-economic benefits from entrepreneurial action in their decision- 
making process more than individuals who do not value openness 
(Holland and Shepherd 2013).

Self-Transcendence

The values that comprise self-transcendence include universalism and 
benevolence. Universalism and benevolence are similar in that they both 
focus on others. However, universalism is typically associated with indi-
viduals outside one’s close contact circle, whereas benevolence is associ-
ated with individuals inside that person’s close environment (Bardi et al. 
2008). These self-transcendence values inspire individuals to move beyond 
self-centered interests toward bettering the lives of others including per-
sonal acquaintances, their colleagues, communities in which they live, and 
the world overall (Schwartz 1992). People who hold these values tend to 
focus on being helpful, honest, and loyal to people they interact with and 
thrive when they have positive relationships with other individuals 
(Mikulincer et  al. 2003). These people are inspired and motivated by 
enhancing their associates’ lives, and they revel in the psychological ben-
efits they receive from such benefitting others (Lyons et al. 2007).

Individuals with high self-transcendence values are likely to engage in 
social entrepreneurship (Hemingway 2005). These individuals may be 
motivated to start new ventures that encourage equal opportunities for 
everyone, environmental protection, better standards of living in develop-
ing nations, or other social improvements. In starting new ventures to 
solve such problems, self-transcendent entrepreneurs may obtain fulfill-
ment from having an enduring positive effect on the lives of their stake-
holders including employees and customers. As such, individuals with 
high self-transcendence values are likely to stress these forms of non-
financial benefits in their entrepreneurial decisions more than those with 
low self-transcendence values (Holland and Shepherd 2013).

Conservation

The values associated with conservation comprise tradition, conformity, 
and security (Schwartz 1992). Individuals who appreciate conservation 
are generally committed to longstanding standards, ideals, and traditions 
and value societal stability, preservation of customs, and moderation in 
action (Schwartz 1992). For example, job applicants high in conservation 
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value family ownership of a potential employer more than those low in 
conservation because family ownership is typically associated with the sta-
bility and tradition of the firm (Hauswald 2013). Thus, entrepreneurs 
with high conservation values will tend to prioritize stability when starting 
their ventures. Personal and/or family security can be another motivator 
behind such individuals’ decision to start or persist with a venture (Kuratko 
et  al. 1997). These people will stress self-control and caution in their 
actions and are likely to maintain the status quo, often keeping with con-
ventional roles while they at the same time strive for harmonious relation-
ships with others (Lyons et al. 2007). Additionally, individuals with high 
conservation values tend to attend to societal norms and generally perceive 
an obligation to meet responsibilities (Egri and Herman 2000). Therefore, 
entrepreneurs with high conservation values are also more likely to have a 
prevention regulatory focus, seeking to lessen discrepancies with their 
“ought” selves by avoiding change because they fear that change can yield 
negative results (Brockner et al. 2004). As such, they often focus on the 
potential costs of change when they decide about entrepreneurial issues.

Staw (1981) states that shared norms for consistency can result in the 
preference to remain dedicated to a chosen course of action even if it is 
failing than be seen as someone who gives up or is unable to make deci-
sions. Staying consistent is an involuntary reaction that can enhance an 
individual’s feeling of security in challenging situations (DeTienne et al. 
2008). Because individuals with high conservation values like to maintain 
customs and norms, they are likely to be especially vulnerable to norms of 
consistency and to thus stress the costs associated with switching opportu-
nities in their decisions to persist with their entrepreneurial endeavor 
(Holland and Shepherd 2013).

Motivation to Persist with Entrepreneurial Action

Researchers have studied and tested the motivation to justify previous 
decisions at length (Baron 1998; Keil 1995), generally referring to this 
topic using self-justification theory (Staw and Fox 1977). Self-justification 
theory is largely based on Festinger’s (1957) theory of cognitive disso-
nance and argues that “individuals will bias their attitudes on a task in a 
positive direction so as to justify their previous behavior” (Staw 1981: 
579). Thus, people frequently decide to continue with a course of action 
because they want to demonstrate to themselves (psychological self-
justification) and to other people (social self-justification) their rationality 
and competence (Keil et al. 2000b).
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Personal Sunk Costs Driving Persistence

One signal of the motivation to justify previous decisions is the top deci-
sion maker’s personal sunk costs. Not only do entrepreneurs frequently 
invest financial resources in their ventures, but they also tend to dedicate 
considerable time and effort to their firms (Arkes and Blumer 1985). 
Their reputation may be intimately connected to their venture, thus lead-
ing to psychological or social self-justifications. While the resources an 
entrepreneur has already devoted to his or her firm are sunk costs and 
should thus be not relevant for decisions concerning the present or the 
future, they may actually add to a person’s need for self-justification.

More specifically, sunk costs are “costs that have occurred in the past 
and cannot be changed by any current or future action” (Devine and 
O’Clock 1995) and “create a cognitive bias at a subconscious level which may 
be manifested in the form of emotional attachment” (Keil et al. 2000a, b). 
The psychological attachment associated with sunk costs may stem from 
individuals’ need to defend previous behavior and to appear competent to 
others. For instance, Dean et al. (1997) showed that at the industry level, 
the exit rate of new ventures is negatively associated with sunk cost levels. 
We propose that this form of emotional attachment may also occur with 
entrepreneurs such that persistence in a venture will be positively associated 
with the level of the entrepreneurs’ personal sunk costs. In this sense, sunk 
costs can be seen as an obstruction to exit for failing ventures and can 
change the exit threshold from involving only financial information to also 
including the need to overcome sunk costs in order to exit (Caves and 
Porter 1977; Rosenbaum and Lamort 1992).

Personal Self-Interest

Personal self-interest is another form of self-justification. Researchers 
(Graebner and Eisenhardt 2004; Jensen and Meckling 1976) have pro-
vided evidence suggesting that people tend to make decisions based on 
their own self-interest. Agency theory (Jensen and Meckling 1976), which 
deals with goal incongruency between a principal and an agent, sheds light 
on this notion of self-interest: “Under agency theory, goal incongruency 
between principal and agent can create a situation in which the agent acts 
to maximize his or her own utility, rather than acting in the best interests 
of the principal” (Keil et  al. 2000a: 636). In relation to self-interest, a 
similar situation arises: an entrepreneur aims to maximize his or her own 
utility, which can result in cognitive biases regarding the firm’s best 
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interests. Such a situation frequently leads to self-justification. For instance, 
an entrepreneur who enjoys skiing wants to build a plant near a world-
class ski region, thus deciding in line with his or her self-interest. The 
entrepreneur can defend this decision based on the firm’s needs (e.g., it 
would be better to entertain important stakeholders) even when it is obvi-
ous that a less costly location would be more prudent.

Personal Opportunities

A third trigger of motivation for self-justification might result from the 
personal opportunities available to the entrepreneur. Cognitive psychology 
research (Kanfer 1990) suggests that a key aspect of motivation is being 
able to choose among alternative courses of action. Thus, a key motiva-
tional source for entrepreneurs could be personal opportunities they have 
available to them (e.g., education, other jobs, retirement), which may in 
turn influence the decisions they make about persistence with their ven-
ture. The literature on turnover has shown that alternative employment 
options play a significant role in employees leaving the organization 
(Jackofsky and Peters 1983; March and Simon 1958), and Graebner and 
Eisenhardt (2004) showed that CEOs with strong personal motivations 
have a higher probability of selling their firm. Similarly, McGrath (1999: 
14) argued that “an entrepreneur might disband an economically profit-
able business if other activities appear more lucrative or interesting, if his or 
her interests change or if it seems that long-run growth is limited,” which 
suggests that the motivation for persistence at least partially depends on the 
alternative opportunities entrepreneurs have available to them. When alter-
natives are available, individuals may choose the most attractive option for 
their own life regardless of whether that option is in their firm’s best inter-
ests. On the other hand, if no alternatives outside their current firm are 
available or the alternatives are unattractive, entrepreneurs are more likely 
to persist with their current firm.

Norms for Consistency

Norms for consistency—or the notion that people continue with a course 
of action purely because they feel that remaining consistent is the most suit-
able option (Cialdini 1993; Staw and Ross 1980)—are an additional factor 
influencing individuals’ commitment to a particular action plan (Staw 
1981) and can therefore motivate entrepreneurs’ persistence. As Cialdini 
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argued (1993: 53), “Because it is a preprogrammed and mindless method 
of responding, automatic consistency can supply a safe hiding place from 
troubling realizations.” Thus, entrepreneurs can search for signals within 
the venture indicating that persistence is the most appropriate policy and 
disregard information implying that adaptation is needed. Two important 
signals are a venture’s prior success and the entrepreneur’s perceptions of 
the venture’s collective efficacy.

Prior Organizational Success

Having prior success may be another motivator of persistence when entre-
preneurs believe that success is close by and that they merely need to “ride 
out the storm” to achieve it. Indeed, scholars have found that previous 
organizational success can lead to strategic persistence (Audia et al. 2000; 
Lant et al. 1992). Audia et al. (2000: 849), for instance, showed that “Once 
organizations achieve success, their natural tendency is to continue to exploit 
the strategies that worked in the past.” Similarly, in a study on real options, 
McGrath (1999) highlighted three key arguments why prior success can 
encourage persistence. First, entrepreneurs often oversample success while 
simultaneously undersampling failure. In addition, prior success can lead to 
the underestimation of risks and overestimation of projected successes 
(Levinthal and March 1993: 105), thus causing them to believe that their 
perseverance will ultimately lead to additional successes. Second, previous 
success can encourage persistence because “organizations code outcomes 
into successes and failures and develop ideas about causes for them” 
(Levinthal and March 1993: 97). Stemming from their own cognitive 
biases, entrepreneurs often believe that their successes result from their own 
actions whereas failures are caused by bad luck (Staw et al. 1983). Attribution 
theory scholars (e.g., Shaver et  al. 2001) argue that people often try to 
internalize success—believing that any success is the result of their own 
efforts—and externalize failure. Thus, entrepreneurs are likely to believe 
that prior success resulted from specific decisions that were made and/or 
from resources that were available rather than from some outside source. 
Therefore, the firm again will be successful in the future. Third, prior suc-
cess often lessens a firm’s willingness to change routines or technologies 
even when such changes come with added benefits (Levitt and March 1988; 
McGrath 1999). As such, prior success seems to make entrepreneurs more 
complacent and satisfied with their present situation; these entrepreneurs 
are less keen to make needed adaptations, thereby motivating persistence.
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Perceived Collective Efficacy

Furthermore, norms for consistency may “be determined by the cultural 
and organizational norms surrounding individuals” (Staw 1981: 335). 
One organizational norm that appears to play a particularly important role 
in persistence decisions is collective efficacy—or a group’s collective belief 
that it can effectively perform a specific task. According to Bandura (1986: 
449), “Perceived collective efficacy will influence what people choose to 
do as a group, how much effort they put into it, and their staying power 
when group efforts fail to produce results.”

While collective efficacy research is still quite new, researchers (e.g., 
Bandura 1986: 449) argue that “collective efficacy is rooted in self-efficacy” 
and therefore should function in a similar way. In a meta-analysis of research 
on the association between self-efficacy and persistence outcomes, Multon 
et al. (1991) showed that self-efficacy and persistence are positively corre-
lated. This positive association was found across a broad range of partici-
pants, experimental designs, and measurement approaches. Furthermore, at 
the level of the group, scholars have shown that groups with high collective 
efficacy are more likely to persist than groups with low collective efficacy 
(e.g., Hodges and Carron 1992; Little and Madigan 1997). Entrepreneurs 
working in settings where collective efficacy (e.g., of the entrepreneurial 
team) is high are therefore likely to be more motivated to persist with their 
venture than those working in settings with low collective efficacy.

Extrinsic Motivation

Economic theory researchers of firm exit assert that underperforming firms 
should not exist; instead, they should be exited or be eliminated from the 
environment. However, empirical studies provide evidence that such firms 
persist, sometimes with no end in sight (e.g., Gimeno et al. 1997). Earlier, 
we discussed potential determinants of persistence in underperforming 
firms, but a question still remains: why do some entrepreneurs’ persistence 
decisions align with rational economic views whereas others do not? To 
explain differences among entrepreneurs’ persistence decisions, we look to 
a core assumption of the economics-based model: extrinsic motivation.

Frequently conceptualized in research as financial income and personal 
wealth (Kuratko et al. 1997), extrinsic motivation refers to “a cognitive state 
reflecting the extent to which an individual attributes the force of his or her 
task behaviors to some extrinsic outcome” (Brief and Aldag 1977: 497). 
Researchers have long recognized the possibility of receiving a financial 
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reward as a significant motivator for entrepreneurial behavior (Campbell 
1992; Kuratko et al. 1997; Schumpeter 1961; Shepherd and DeTienne 
2005). As an early example, Schumpeter (1961) proposed that empire 
building with the goal of gaining financial reward is a salient motivation for 
entrepreneurs. Further, Campbell’s (1992) economic perspective on entre-
preneurship suggests that a person decides to enter entrepreneurship in case 
the present value of profit he or she expects from entrepreneurship is greater 
than the expected profit from being an employee. My (Dean) colleague and 
I (Shepherd and DeTienne 2005) showed that potential financial rewards 
motivate entrepreneurs to recognize opportunities (in particular entrepre-
neurs with low levels of prior knowledge), and Kuratko et al. (1997: 31) 
revealed that “extrinsic goals concentrating on wealth” play a crucial role in 
sustaining entrepreneurial behavior.

Yet, there is a lack of research exploring extrinsic motivation’s influence 
on persistence. The literatures on job satisfaction and turnover could pro-
vide useful insights to better explain this relationship. Research has repeat-
edly shown that there is a negative association between pay satisfaction 
and employee turnover (for a meta-analytic review, see Cotton and Tuttle 
1986) and a positive association between job satisfaction and commitment 
to the organization (Johnston et al. 1990). Such research has shown that 
people who are happy with the financial income they receive from their job 
are not only less likely to leave the firm but also tend to have higher orga-
nizational commitment. The degree to which an organization meets an 
individual’s expectations affects how committed he or she is toward the 
organization (Babakus et al. 1996). Thus, for the context at hand, indi-
viduals with lower extrinsic motivation are likely to be content with an 
underperforming firm, whereas individuals with high extrinsic motivation 
are likely to be less content with an underperforming firm. As with job 
satisfaction, people who are content in their organization are less moti-
vated to leave.

Conclusion

In this chapter, we explored why some people are more motivated than 
others to engage in and persist with entrepreneurship. We found that 
while some motivators appear to trigger entrepreneurial action more gen-
erally (e.g., financial rewards or certain individual values), other types of 
motivation seem to stimulate a specific type of entrepreneurship (e.g., 
empathy motivating entrepreneurial action targeted toward developing 
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societies). Interestingly, the inability to pursue a career as a salaried 
employee (e.g., due to injury or psychological disorder) can also stimulate 
entrepreneurial motivation. Finally, a key finding is that the effects of prior 
knowledge as described in Chap. 2 and those of motivation as described in 
this chapter do not seem to be independent of each other but can con-
jointly motivate entrepreneurial action.

Note

1.	 Fear of failure can also be associated with motivating action (Cacciotti et al. 
2016).
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