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Abstract—Entrepreneurial self-efficacy plays a significant
role in entrepreneurial behavior process, which attracts more
and more academic attention but keep its influence mechanism to
be further discovered. The influence of entrepreneurial self-
efficacy on entrepreneurial risk decision is discussed based on
entrepreneurial decision and entrepreneurial self-efficacy related
theories. This empirical study demonstrates that: i)
entrepreneurial  self-efficacy has  positive  effect on
entrepreneurial decision; and ii) entrepreneurial self-efficacy has
moderating effect on entrepreneurial risk propensity and
entrepreneurial decision.
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l. INTRODUCTION

Cognitive theory attracts more attention and emphasizes the
exploratory power of cognitive factors on entrepreneurial
behavior because of the lack of exploratory power of trait
theory on entrepreneurial activities from the viewpoint of
entrepreneurial research process [1, 2]. Self-efficacy was
introduced into  entrepreneurial  research  field by
entrepreneurial  scholars in late 20th century, and
entrepreneurial self-efficacy was defined. From then on more
and more researches focus on individual entrepreneurial self-
efficacy, that is how entrepreneurial self-efficacy influences
entrepreneurial behavior and entrepreneurial performance [3].

On the one hand, the current researches on entrepreneurial
self-efficacy mainly focus on the subjects in later period of
entrepreneurial process, such as its effect on entrepreneurial
performance. There are few of researches probe into the effect
of entrepreneurial self-efficacy in the early period of
entrepreneurship [5], but they mainly focus on its effect on
entrepreneurial intention [6, 7]. Meanwhile, it is not clear that
how entrepreneurial self-efficacy come into being. On the other
hand, starting with individual perception on entrepreneurial
risks, researches on entrepreneurial cognition probes into
entrepreneurial  decision making, and confirms that
entrepreneurial risk perception does influence entrepreneurial
decision making[8-11]. However, the effect of entrepreneurial
self-efficacy on entrepreneurial decision making has not
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attracted broad attention, which deserves further studying [12].

Consequently, this paper focuses on the effect of
entrepreneurial  self-efficacy on entrepreneurial decision
making in the early period of entrepreneurship process based
on entrepreneurial risk perception and entrepreneurial behavior
related research findings.

Il.  THEORIES AND HYPOTHESES

A. Entrepreneurial Self-efficacy and Entrepreneurial
Decision Making

Self-efficacy is the extent or strength of one's belief on his
own ability to complete the task and achieve the goal [13]. This
concept derives from the concept of Self-Efficacy, which
originated from social cognitive theory and social study theory
and was firstly put forward by Albert Bandura, a famous
psychologist. Scholars such as Chen introduced Self-efficacy
into the field of entrepreneurship research, and then the concept
of Entrepreneurial Self-Efficacy was put forward [3]. After that,
entrepreneurial self-efficacy related researches appear and
increase. No matter entrepreneurial self-efficacy is defined as
“entrepreneur’s belief on the efficient accomplishment of
entrepreneurial activities and achievement of success” [14, 15],
or “individual confidence on the successful roles playing and
implementing all entrepreneurial tasks” [6, 16] the consensus
on the definition of entrepreneurial self-efficacy comes into
being that it emphasizes individual confidence on engaging in
entrepreneurial actions.

Entrepreneurial self-efficacy has impact on cognition and
attitude in the process of entrepreneurial decision making,
which was admitted by a lot of scholars [6, 17]. The more
entrepreneurial self-efficacy an entrepreneur has, the more
likely he undertakes entrepreneurial actions, therefore
entrepreneurs show high-level of entrepreneurial self-efficacy
[19]. Some Chinese scholars also find that entrepreneurial self-
efficacy has some impact on entrepreneurial decision making
of nascent entrepreneurs [20]. According to the theory of
entrepreneurial self-efficacy, the more powerful entrepreneurial
self-efficacy an individual has, the more confident he is to



undertake a certain action. He is also more likely to undertake
this action [13]. Thus, the following hypothesis is put forward:

H;: The higher of individual entrepreneurial self-efficacy is,
the more likely he decides to start a startup when making an
entrepreneurial decision.

B. Entrepreneurial Risk Perception and Entrepreneurial
Decision Making

The risk perception of one person is similar with those of
others in the same scenery, which is the presumption of
decision making in economics (Nutt, 1986, 1993, see [7]). In
fact, one’s judgment on the risk of decision making
significantly differs from another’s [21].  One cannot
comprehensively search and get all information required when
making a decision because of the limitation of time and vigor.
Besides, the obtained information of one person differs from
another’s because of different individual ability on information
searching. Furthermore, even if different individuals get same
information, the individual cognitive ability to interpret
information differs from each other, resulting in different
individual perceptions [22]. Therefore, the presumption of the
research on entrepreneurial risk perception is that the risk
perception of entrepreneurs differs from that of others [23].
There are a lot of scholars doing their research on
entrepreneurial  decision making from the point of
entrepreneurial risk perception.

Individual perceived risk has negative behavior decision
making, that is, the more risks one perceives, the more likely
he chooses behavior avoidance, which can be found in classical
economics theory, behavioral decision theory, and the
developing entrepreneurship theory[8-11]. This argument is
completely in conformity with another presumption in
economics: one prefers to avoid risks. The more risks one
perceives when making an entrepreneurial decision, the more
likely he abstains from entrepreneurship when making a
decision for the sake of avoiding perceived entrepreneurial
high-risk [8-11].

Hy: The higher one perceives entrepreneurial risks, the less
likely he decides to start a start-up when making an
entrepreneurial decision.

C. The Impact of Entrepreneurial Self-efficacy on
Entrepreneurial Risk Perception and Entrepreneurial
Decision

This paper mainly probes into the impact of entrepreneurial
self-efficacy on entrepreneurial risk perception and
entrepreneurial decision. As mentioned before, on the one hand,
the individual perception on risk inhibits entrepreneurial
decision making [8-11], on the other hand, the individual

confidence on his entrepreneurial ability significantly
influences  entrepreneurial ~ behavior  [24].  Individual
entrepreneurial self-efficiency has impact on individual

perception, promoting entrepreneurial behavior generation [20],
and the higher one’s entrepreneurial self-efficiency is, the
higher his entrepreneurial behavior is[25], according to self-
efficiency theory. That is, one has more confidence with his
entrepreneurial ability when he has higher entrepreneurial self-
efficiency. At this moment, even if one perceives high
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entrepreneurial risk, his entrepreneurial risk perception
negatively impacting on entrepreneurial decision making is
weakened because that high individual entrepreneurial self-
efficiency weakens the impact of entrepreneurial risk
perception on entrepreneurial decision making. On the contrary,
one has less confidence on his entrepreneurial ability when he
has lower entrepreneurial self-efficiency. At this point,
entrepreneurial risk perception has significantly negative
impact on entrepreneurial decision making. Therefore the
following hypothesis is put forward:

Hi:  Entrepreneurial  self-efficiency  moderates  the
entrepreneurial risk perception and entrepreneurial decision
making.

I1l.  METHODOLOGIES

A. Research Design

A scenario simulation based questionnaire survey is
adopted in this paper with building a scenario of
entrepreneurial decision making in a questionnaire. The
Chinese scenario materials, being used by Simon etc. [8] and
Keh etc. [8] in their research, were firstly translated into
Chinese and then into English many times for consistency by
professional translators from English major and doctor students
engaging in entrepreneurship research. These materials were
modified and adjusted many times during the process of focus
group interviews and depth interviews when the interviewees
were asked to give some advices on them for the purpose of
being easily read and understood. The scenario materials were
finally finished with content validity.

The decision making task was presented in written
materials. The protagonist in this scenario is a successful
manager “Miss/Mr. Tang” who has rich management
experiences and entrepreneurial intention. He/she was asked to
make a corresponding decision after reading these materials.

B. Test Samples

The samples are from Sichuan, Guangdong, Fujian, Anhui,
Jiangsu, Shanghai, Hubei, etc. 300 questionnaires were issued
and 272 were retrieved , among which 243 questionnaires are
valid after deleting those missing blanks and/or wrongly filled
out. The effective retrieving rate is 81%. See Table I.

TABLE I. SAMPLES INFORMATION
Demographic Variables Frequency  Percentage (%)

Male 132 54.30
Gender Female 11 45.70
under 20 years 4 1.65
20-24 years 96 39.51
25-29 years 72 29.63
30-34 years 53 21.81
Age 35-44 years 17 7.00
above 45 years 1 4,12




C. Measurement of Related Variables

All scales are 10-Point Likert Scales. Zhao etc.’s scales
with 4 items [18] are adopted to measure entrepreneurial self-
efficacy, among which, 1 represents no confidence, and 10
represents full of confidence. The measurement to risk
perception involves in tools that are widely used in research
(e.g. Simon, 1999; Mac Crimmon and Wehrung, 1990; Nultt,
1966, 1993; Thomas and McDaniel, 1990). The participant is
required to perceive and evaluate entrepreneurial risks when he
is in the scenario that the manager “Miss/Mr. Tang” is to make
an entrepreneurial decision. The scale has five items, with 1 on
behalf of the lowest degree of individual perceived
entrepreneurial risk and 10 on behalf of the highest degree of
individual perceived entrepreneurial risk. The scale on
entrepreneurial decision making adopts the research scale of
Simon etc. [8], with four items included. The score represents
the possibility of individual description on entrepreneurial
decision making and implementation, with 1 on behalf of the
lowest possibility and 10 on behalf of the highest possibility.

After a test-retest of a two-week hiatus, all items in the
questionnaire meet the requirement of reliability on internal
consistency and test-retest reliability. Some enterprise
managers, entrepreneurs, seniors and third year masters were
asked to check all items before large-scale survey. The
wordings in a few of items were revised to be more
understandable. The final scale, revised many times, has a
certain face validity and content validity.

The Cronbach aof entrepreneurial  self-efficacy,
entrepreneurial risk perception and entrepreneurial decision
making is 0.93, 0.84 and 0.88, respectively. The KMO of them
is 0.86, 0.84 and 0.83, respectively. See Table Il for factor
loading values and interpretation.

TABLE Il FACTOR ANALYSIS ON VARIABLES
Variables KMO Item Factor  Interpretation Cronbach’s a
loading
SE1 0.90
SE2 0.91
Entrepreneurial ~ 0.86*** SE3 0.90  82.00% 0.93
self-efficacy
SE4 0.92
RP1 0.78
RP2 0.77
Entrepreneurial ~ 0.83*** RP3 0.82 61.56% 0.84
risk perception
RP4 0.77
RP5 0.78
D1 0.88
Entrepreneurial ~ 0.83*** D2 0.85 73.66% 0.88
decision making
D3 0.86
D4 0.85

& *x*p<0.001

D. Analysis Tool
The statistical data analysis was finished via SPSS13.0.

IV. RESULTS AND ANALYSIS

A. The impact of Entrepreneurial Self-efficacy,
Entrepreneurial Risk Perception on Entrepreneurial
Decision Making

Table 111 shows the result of regression analysis on
hypotheses. Among which, the regression analysis of
entrepreneurial self-efficacy and entrepreneurial decision
making shows significantly positive correlation (r=0.574,
P<0.001), which means that entrepreneurial self-efficacy has
positive impact on entrepreneurial decision making and support
hypothesis 1: The higher of individual entrepreneurial self-
efficacy is, the more likely he choose to undertake
entrepreneurship when making an entrepreneurial decision.
The regression analysis of entrepreneurial risk perception and
entrepreneurial decision making are negative correlation (r= -
0.499, P<0.001), supporting hypothesis 2: The higher one
perceives entrepreneurial risks, the less likely he decides to
start a start-up when making an entrepreneurial decision. The
hypothesis is tested again.

TABLE III. THE RELATIONSHIP OF ENTREPRENEURIAL SELF-EFFICACY,

RISK PERCEPTION AND DECISION MAKING

H1 H2

Correlation  Standardized Standardized
Coefficient  Correlation t Correlation  Correlation t
Coefficient Coefficient  Coefficient
Entrepreneurial 0542  0.574***  10.88
self-efficacy
Entrepreneurial risk -0.540***  -0.499 -8.94
perception
F 118.35 79.97
R? 0.329 0.249
Adjusted R 0.327 0.246
&k P<0,001
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B. The Moderating Effect of Entrepreneurial Self-efficacy on
Entrepreneurial Risk Perception and Decision Making

Moderating effect means that the causality of two variables
is the function of the moderating variable, according to Baron
and Kenny [28], and Sharma etc.[29]. One test method on
moderating effect is to test the influence of interaction between
independent variable and moderating variable on dependent
variable. If the influence is significant, then the moderating
effect works [28, 29]. The analysis results are in Table V. The
tolerance of every independent variable in regression equation
is higher than 0.1, and all variance inflation factors are less
than 5, so it can be concluded that multiple comparison does
not exist among all independent variables. The result shows
that the interaction of entrepreneurial self-efficacy and risk
perception significantly moderates entrepreneurial decision
(r=0.183, P<0.05) and shows that the moderating effect of
entrepreneurial  perception and decision making on
entrepreneurial self-efficacy is significant. Therefore, the
hypothesis was proved: Entrepreneurial self-efficiency
moderates the entrepreneurial risk  perception and
entrepreneurial decision making.



TABLE IV. THE MODERATING EFFECT OF ENTREPRENEURIAL SELF-
EFFICACY ON ENTREPRENEURIAL RISK PERCEPTION AND DECISION MAKING

Correlation Standardized
Coefficient Correlation  t
Coefficient value

Adjusted
tolerance VIF  F R? R?
value

entrepreneurial  -0.50 -0.47*** - 033 3.07
risk perception 7.34
entrepreneurial  0.31  0.33*** 395 053 1.84
self-efficacy

entrepreneurial

self-efficacy X  0.02 0.18* 2.21 0.324 3.08

entrepreneurial
risk perception
71.11 047 0.46

a* P<0,05, ™ ** P<0.01, “*** P<0.001

V. CONCLUSIONS AND DISCUSSIONS

The contribution of this research includes: (1) introducing
the cognitive factor of entrepreneurial self-efficacy into
entrepreneurial decision making process according to the
theory of self-efficacy; (2) probing into the moderating effect
of entrepreneurial self-efficacy on the relationship between
entrepreneurial risk perception and entrepreneurial decision
making.

A. Main Effect Plot of Entrepreneurial Self-efficacy and
Entrepreneurial Risk Perception

As can be seen from table Ill, the main effect plot of
entrepreneurial self-efficacy is significant (r=0.574, P<0.001),
accordingly, it can be deduced that entrepreneurial self-efficacy
remarkably affects entrepreneurial decision making, that is, the
individual with high entrepreneurial self-efficacy is more likely
to start a startup than those with lower entrepreneurial self-
efficacy. This indicates that entrepreneurial self-efficacy has
positive impact on entrepreneurial behavior.

As also can be seen from Table 111, the main effect plot of
entrepreneurial risk perception (r = -0.499, P<0.001),
accordingly, it can be deduced that entrepreneurial risk
perception affects entrepreneurial decision making, that is,
the individual with high entrepreneurial risk perception is less
likely to take entrepreneurial action than those with lower
entrepreneurial risk perception. A previous research result was
confirmed: entrepreneurial risk perception negatively affect
entrepreneurial decision making[8-11] . The previous
entrepreneurial research confirmed the basic assumption :
Individual entrepreneurial risk perception differs from another
during the process of entrepreneurial action [22] .

B. The Moderating Effect of Entrepreneurial Self-efficacy on
Entrepreneurial Risk Perception and Decision Making

Table IV shows the significant moderating effect of
entrepreneurial self-efficacy on entrepreneurial risk perception
and decision making. Fig.1 visually shows that the
relationship between entrepreneurial risk perception and
decision making will differ with the degree of entrepreneurial
self-efficacy. The straight line (see the full line in Fig.1) on
behalf of the relationship between entrepreneurial risk
perception and decision making is gentler when an individual
has high entrepreneurial self-efficacy, which indicates that the

64

confidence of individual entrepreneurial ability is the
determinant of entrepreneurial decision making when he has
high entrepreneurial self-efficacy [23]. High entrepreneurial
self-efficacy significantly weakens the negative effect of
entrepreneurial risk perception on entrepreneurial decision
making, so that the negative effect of entrepreneurial risk
perception is not remarkable. On the other hand,
entrepreneurial self-efficacy has less impact on the relationship
between entrepreneurial risk perception and entrepreneurial
decision making and cannot moderate it when an individual has
low entrepreneurial self-efficacy. In this case, behavioral
decision theory works and effectively explains the negative
relationship between entrepreneurial risk perception and
decision making [8-11].

4 Entrepreneurial

P . High entrepreneurial
8 -+ decision making gh entrepreneuria

"""" self-efficacy
Low entrepreneurial
self-efficacy

1
Entrepreneurial risk perception: (O=low; 1=high)

Fig. 1. The moderating effect of entrepreneurial
entrepreneurial risk perception and decision making

self-efficacy on

C. Conclusions and Limitations

The following conclusions come into being: (1)
entrepreneurial  self-efficacy has positive effect on
entrepreneurial decision making; (2) entrepreneurial self-
efficacy partially moderate entrepreneurial risk perception and
decision making. The impact of entrepreneurial risk perception
on entrepreneurial decision making has been weakened with
secondary influence when he has high entrepreneurial self-
efficacy. However, entrepreneurial self-efficacy entrepreneurial
risk perception significantly suppresses entrepreneurial
decision making when one has low entrepreneurial self-
efficacy.

This research discusses and tests the positive effect of
entrepreneurial self-efficacy on entrepreneurial decision, and
its moderating effect on entrepreneurial decision making.
Entrepreneurial self-efficacy plays an important role in the
process of entrepreneurial decision making, which not only
directly enhances the generation of entrepreneurial behavior,
but also influences the relationship between entrepreneurial
risk perception and entrepreneurial decision making, which
also significantly restrain the negative effect on entrepreneurial
decision making especially when an individual has high
entrepreneurial self-efficacy. This has positive influence on the
entrepreneurial decision making on those creative and high-risk



projects. Once individual entrepreneurial self-efficacy is
effectively enhanced, the negative effect of entrepreneurial risk
on entrepreneurial behavior is well weakened, which promotes
the individual to actively put creative ideas into action and
create a new start-up advancing entrepreneurial activity.

The research has some limitations. The action range of
entrepreneurial  self-efficacy needs to be expanded.
Entrepreneurial self-efficacy may be introduced into other
actions in the prior period of entrepreneurial activity, such as
the identification of entrepreneurial opportunity, so as to better
understand the effect of entrepreneurial self-efficacy on
entrepreneurial behavior. Furthermore, a source trace on
entrepreneurial self-efficacy needs to be done in the future
research.
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