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Abstract 
Entrepreneurs frequently exhibit overconfidence, which might cause them to take risks that could 

have major repercussions. In order to better understand how overconfidence affects entrepreneurial 

decision-making, this term paper will study the cognitive biases and risk-taking behaviors that 

contribute to the phenomena. Overconfidence has been found to have both the anticipated positive 

and negative effects on entrepreneurship, including increased likelihood of starting new businesses 

or innovativeness (Simon and Shrader, 2012), as well as less successful innovation (Simon and 

Houghton, 2003) and a higher chance of the venture failing than anything else (Townsend et al., 

2010). This study will investigate the relationship between overconfidence and business success 

as well as the possible downsides of this trait through a thorough literature review and qualitative 

analysis. This paper will also look into possible countermeasures to overconfidence in 

entrepreneurial settings, with consequences for both entrepreneurs and policymakers. 
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Introduction  
 

The article written by Venkataraman, S., and Shane, S. (2000) makes the case that entrepreneurship 

is a unique area of study that includes a variety of activities, such as the establishment of new 

companies, the invention of novel goods and services, and the exploitation of fresh economic 

prospects. Risk assessment and decision-making that might affect a venture's success or lack there 

of are part of the complicated process of entrepreneurial decision-making. As a result, it's critical 

to understand how cognitive biases, particularly the effects of overconfidence, may affect 

entrepreneurial decision-making. A cognitive bias known as overconfidence describes a person's 

propensity to overestimate their skills, knowledge, or control over outcomes, which causes them 

to make riskier choices than they need to (Simon, Houghton, Aquino, 2000).   

According to studies, overconfidence may significantly influence how entrepreneurs make 

decisions, increasing risk-taking behavior (Berthet, 2022). This is especially important in the 

context of entrepreneurship, where there are many risks and uncertainties and where decisions may 

have a big impact on many things, particularly business decisions as well as the well-being of other 

stakeholders in the organization. 

The heuristics and biases program has found many cognitive biases that people use to form 

opinions or decisions, which may result in recurring mistakes (Berthet, 2022). Examples of these 

biases and actions are shown below: 

1. Anchoring Bias- a cognitive bias that happens when people base too much of their 

decisions on the first piece of information they learn [Tversky, A., & Kahneman, D. (1974)]. 

2. Availability Bias- a cognitive bias that happens when people make decisions or choices 

that are based on information that is easily accessible than taking into account all of the 

information available [Tversky, A., & Kahneman, D. (1974)]. 

3. Confirmation Bias- a cognitive bias in which people look for information that supports 

their current ideas or hypotheses while disregarding evidence that is inconsistent with those 

beliefs or theories [R. S. Nickerson (1998)]. 

4. Disposition effect- a cognitive bias that manifests when people sell winning assets too 

quickly and hold onto losing investments for an excessively lengthy period of time [Shefrin, 

H., & Statman, M. (1985)].  

5. Hindsight Bias- when people feel that events were more predictable before they happened 

than they were after they happened, this cognitive bias emerges [B. Fischhoff (1975)]. 

6. Omission Bias- a cognitive bias that takes place when people rank equally damaging acts 

and inactions that also cause harm as being worse [Baron, J., & Ritov, I. (1994)]. 

7. Outcome Bias- a cognitive bias in which people evaluate a decision primarily on the result 

rather than the effectiveness of the decision-making process that produced the result [J. 

Baron, J. Hershey, & C. Hershey (1988)] 

8. Overconfidence Bias- a cognitive bias in which people make judgments that are riskier 

than they should be because they overestimate their knowledge, skills, or control over 

outcomes [Moore, D. A., & Healy, P. J. (2008). This bias has received a great deal of 

attention in the fields of finance and entrepreneurship [Busenitz, L. W., & Barney (1994)]. 
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Research questions/ Hypotheses: 

1. What relationship exists between overconfidence and entrepreneurial decision-making? 

2. How do cognitive biases affect the decision-making processes of entrepreneurs? 

3. What demographic or behavioral traits make entrepreneurs more susceptible to 

overconfidence and cognitive biases? 

Research objectives 

 To examine the impact of overconfidence on entrepreneurial decision making. 

 To identify and analyse the cognitive biases that influence entrepreneurial decisions. 

 To explore the relationship between demographic/behavioral traits and susceptibility 

to overconfidence among entrepreneurs. 

 To access the impact of risk-taking behaviors driven by overconfidence on 

entrepreneurial outcomes. 

 

By examining the effects of overconfidence on entrepreneurial decision-making and examining 

the cognitive biases and risk-taking behaviors that may be connected with it, this study seeks to 

close this knowledge gap. The study will gather information from business owners using a 

qualitative analytical technique, and it will then examine the findings to find trends and themes 

relating to overconfidence and decision-making.  

To create a theoretical framework for comprehending the connection between overconfidence and 

entrepreneurial decision-making, the study will draw on current literature on cognitive biases, risk-

taking behaviors, and entrepreneurial decision-making. By giving insights that entrepreneurs, 

investors, and policymakers may utilize to make better decisions and increase the success rate of 

entrepreneurial enterprises, this study will contribute to the vast pool of knowledge on cognitive 

biases and entrepreneurial decision-making. 

Investigating the effects of overconfidence on entrepreneurial decision-making is the main 

objective of this study. This study specifically attempts to investigate the cognitive biases and risk-

taking behaviors that may be related to overconfidence and its influence on entrepreneurs' 

decision-making processes. The project will address the following research topics in order to reach 

this objective: (1) What relationship exists between overconfidence and business decision? (2) 

How can cognitive biases affect how entrepreneurs make decisions? (3) Do specific demographic 

or behavioral traits make entrepreneurs more likely to be overconfident or more susceptible to 

cognitive biases? (4) How do risk-taking tendencies brought on by overconfidence affect the 

choices made by entrepreneurs? (5) How can business owners and investors lessen the influence 

of cognitive biases and overconfidence on their decision-making? This study seeks to answer these 

research questions in order to provide light on the link between cognitive biases, overconfidence, 

and entrepreneurial decision-making as well as to provide useful advice for enhancing the 

precision and efficacy of entrepreneurial decision-making.  

The importance of this topic rests in its capacity to clarify a significant problem that affects both 

entrepreneurs and policymakers. Entrepreneurship is a major force behind innovation and 

economic success, but it is also fundamentally dangerous and uncertain. These risks can be made 
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worse by cognitive biases and overconfidence, which can result in poor judgment and possibly 

devastating results for business owners and their stakeholders. Overconfidence has been found to 

have both the anticipated positive and negative effects on entrepreneurship, including increased 

likelihood of starting new businesses or innovativeness (Simon and Shrader, 2012), as well as less 

successful innovation (Simon and Houghton, 2003) and increased likelihood of venture failure 

(Townsend et al., 2010). (Hayward et al., 2006). 

This study can offer important insights into how entrepreneurs might make better informed and 

productive judgments by investigating the effects of overconfidence on entrepreneurial decision-

making and looking at the underlying cognitive biases and risk-taking behaviors. Moreover, by 

investigating possible countermeasures to overconfidence's harmful impacts, this research can 

provide actionable advice for businesspeople and decision-makers who want to encourage more 

resilient and prosperous entrepreneurial endeavors. 

 

Chapter 2: Literature Review 
 

In the domains of behavioral finance and entrepreneurship, there has been a lot of interest in the 

effects of overconfidence on entrepreneurial decision-making. Overconfidence is a cognitive bias 

that can cause businesspeople to make decisions based on inaccurate or insufficient information, 

which can result in less than ideal results. 

Overconfidence and optimism, according to Sarasvathy, may be advantageous for business owners, 

especially in the early phases of starting a new firm. A contrast to starting with a planned goal and 

working backward to discover the means to attain it, entrepreneurs start with their means and 

utilize them to develop objectives, according to effectuation theory. In order to thrive, 

entrepreneurs must be willing to take chances and adapt to shifting conditions, therefore this 

strategy calls for a high degree of optimism and confidence (Sarasvathy, S. D. 2001). Contrary to 

this notion, overconfidence and arrogance, according to Hayward and Hambrick, may actually 

work against entrepreneurs, especially when it comes to mergers and acquisitions. According to 

their research, CEOs who showed signs of extreme overconfidence were more inclined to pay 

inflated prices for acquisitions, which had a negative impact on business performance and 

shareholder returns. This shows that having too much confidence might result in bad choices and 

undesirable results for business owners and their stakeholders (Hayward, M. L., & Hambrick, D. 

C. 1997).  

According to 1997 research by Busenitz and Barney, overconfident businesspeople tend to 

overestimate their enterprises' chances of success while underestimating the hazards involved. As 

a result, investors may experience increased failure rates and poorer returns. Another study by Lin 

and Chen (2012) demonstrated that overconfidence can also result in more risk-taking behavior, 

which can increase profits if successful but also increase losses if unsuccessful. The assumption 

that overconfidence has a detrimental effect on entrepreneurial decision-making is not universally 

accepted in the research, though. In fact, Sarasvathy and Dew's research from 2005 reveals that 

having a healthy dose of overconfidence might help entrepreneurs since it makes them more eager 

to take chances and seize opportunities that others would pass over.  
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According to research by Hartog et al. (2011), moderate overconfidence can help entrepreneurs 

succeed by boosting their tenacity and motivation. In addition, 2009 research by Cardon et al. 

discovered that overconfidence could possibly drive people to be more creative and practice more 

originality.. While some studies have discovered a link between overconfidence and business 

success, others have discovered the exact reverse. For instance, a research by Hayward et al. (2010) 

indicated that overconfident people in business are more likely to act unethically and make bad 

choices that had a detrimental effect on their companies.  

According to a review by Mitchell et al. (2015), overconfidence can cause people to narrowly 

focus on a venture's advantages while ignoring possible dangers and difficulties. This may result 

in faulty judgment and a greater chance of failure. Similarly, a 2009 research by Hmieleski and 

Baron revealed that overconfident businesspeople often take on projects that are beyond their 

actual capabilities, which results in failure. On the other hand, overconfidence can help 

entrepreneurs in the short term by boosting their enthusiasm and confidence, according to research 

by Hayward et al. (2010). Furthermore, overconfidence has been linked to higher levels of self-

efficacy and a greater readiness to accept risks, according to 2009 research by Cardon. 

While some studies have discovered a link between overconfidence and business success, others 

have discovered the exact opposite. For instance, a research by Wagner and Busenitz (2004) 

discovered that overconfidence might cause a loss of focus and a failure to take into account all 

the facts at hand, which can lead to poor decision-making. Similarly, a research by Moore and 

Healy (2008) discovered that overconfidence might produce a false feeling of security, causing 

business owners to overestimate their chances of success and undervalue the dangers associated 

with their endeavors. Last but not least, a study by Mitchell et al. (2016) discovered that 

overconfidence might result in a bias towards action, prompting business owners to take 

unwarranted risks and partake in activities that do not support their long-term objectives. 

 

Chapter 3: Methodology 
Experiment 1 

This is the first of two studies carried out in order to obtain a general understanding of how 

entrepreneurs think in terms of decision making and how cognitive biases play a role in this 

decision making. 

 

This study's objectives are to investigate how overconfidence affects entrepreneurial decision-

making and to examine the cognitive biases and risk-taking behaviors that are related to 

overconfidence. This was attained through the use of a qualitative research methodology and also 

by running an OLS regression. The study involved interviewing a sample of 22 entrepreneurs from 

Zimbabwe (currently in or outside the country)—17 men and 5 women—in-depth. The qualitative 

research technique was chosen to provide a thorough examination of the complexity of the 

entrepreneurial decision-making processes and to uncover themes and patterns that would not be 

shown by quantitative investigations. Thematic analysis was used to record the interviews and 

analyze them, enabling the researcher to spot recurrent themes and patterns in the data. Dummy 

variables were also employed to investigate potential variations in decision-making depending on 

gender and educational attainment. It is possible to develop ways to lessen the detrimental impacts 
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of overconfidence on entrepreneurship by using a qualitative research technique using dummy 

variables to gain a thorough and nuanced knowledge of the influence of overconfidence on 

entrepreneurial decision-making. All the interviews carried out were done on either WhatsApp 

and/WeChat with 4 participants using WhatsApp call(voice) and messenger whilst the other 18 

participants used WeChat voice calls and messages to answer the questions brought about during 

the interview. (Questions asked in the interview and their significance in the study can be seen in 

Appendix A. All questions were asked in English and answered in English as well.) 

 

 

Appendix A: Questionnaire Sample Questions 

1. How old are you? - Participants could give their exact age or choose from a given range 

e.g. (18yrs-24yrs/25yrs-29yrs/30yrs-34yrs) etc. It was significant to establish age as a 

starting point as the ability to make decisions is frequently thought to deteriorate as 

people age (Peters et al., 2000). It is also believed that if a person is too young they can 

also have challenges making good decisions especially when there is risk and uncertainty 

involved (A. N. Sproten, C. Diener, C. J. Fiebach, C. Schwieren, 2018). 

2. Where did you study? - Participants could choose only between Zimbabwe and ‘Other’. 

If they chose ‘Other’, they then had to specify where it was they studied. This is 

significant in the study as it is a ‘dummy variable’ showing how decision making could 

potentially be influenced by the participant’s educational background.) 

3. What is your highest level of education at the current time? - Participants were given 

the option to choose between a High School Diploma, College Diploma, Bachelor’s 

Degree, and Master’s Degree. If a participant was currently enrolled in either a 

Bachelor’s Program or a Master’s Degree Program, he or she had to only state whatever 

credentials they had at the time the interviews were held i.e. if they were studying and 

had not completed a Master’s Degree program, they could only state that they had a 

Bachelor’s Degree. 

4. Are you currently working whilst pursuing your entrepreneurial journey? -For this 

question, participants could only give a yes or no answer. This question is also significant 

because it means that the participant’s decision making that is financially driven would 

be somewhat affected by the fact that they are either fully invested into being an 

entrepreneur or they have other sources of income to fall back on.  

5. Do you live alone or with your parents? –Participants were only required to answer with 

a “yes” or “no” response for this particular question. This question was also relevant and 

significant for the study as it also forms a link between decision making associated with 

the success of the organization as well as surplus income as the expense or 

accommodation will not be a main factor affecting the participant financially. 

6. How did you get the funding to start your business? -The options the participants could 

choose from was “self-funding” (which included money obtained from savings or part-

time work) or “Other”. With the option for “Other”, the participant then had to choose 

whether it was relative (immediate or distant) or whether it was a friend. 

7. Did you start this business with anyone else? -This was either a yes or no question that 

required participants to state whether their business was a partnership or not. This 

particular question was significant because it showed whether the participant has to take 
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full responsibility when it comes to decision making or that the decision making process 

is shared between them and their partner/partners. 

8. Is this your first business venture? If no, when did you pursue the one(s) prior and what 

was the reason you chose to drop that business venture and start the one you are currently 

working on? –Participants had to answer this question to allow me to develop a trend on 

whether prior business success/failure was influenced by the decisions the entrepreneurs 

had made during the time they were carrying out that particular venture.  

9. Do you consider yourself to be a risk-taker? –Participants were asked this question to 

determine whether the element of confidence bias existed in their characters from the 

very get go. Participants were asked to select a number on the scale between 1 and 5, 1 

being “not at all” and 5 being “very much so”. 

10. Do you think that overconfidence is a common trait among entrepreneurs? Why or 

why not? - In order to get insight into the prevalence of cognitive biases in the 

entrepreneurial community, this question tried to determine how the pool of 

entrepreneurs perceived overconfidence as a trait among their colleagues. This question 

was designed to show the possible link between the overconfidence biases that the 

entrepreneurs could have as well as the decisions they would make based on them having 

this bias. Participants were asked to select a number on the scale between 1 and 5, 1 

being “not common” and 5 being “very common”. 

11. Would you consider yourself as overconfident when it comes to decision making in 

relation to how successful your business will be in the next 5 years? –Participants were 

asked this question to determine whether they would have a form of bias in terms of 

predicting the growth of their business based solely on assumptions and self-efficacy. 

Participants were asked to select a number on the scale between 1 and 5, 1 being “not 

confident” and 5 being “overconfident”. 

12. Can you describe a situation where you changed your mind about a decision after 

receiving feedback? –This was a question that required a detailed response. Participants 

were limited to two minutes to answer this question. They were given the option to pass 

the question but highly recommended to answer for the sake of well-documented results 

being made available for analysis. The question was significant as it showed whether an 

entrepreneur could have their mind changed and whether it was only changed after 

positive or negative feedback.  

13. Have you ever received feedback on your decision-making processes from others? If 

so, how did you respond to that feedback? –Just like question 11, participants were 

encouraged to give a two minute response that was related to the question. There was no 

right or wrong answer as this is based on emotional response to a situation but the 

participants had to mention whether the feedback was negative or positive, what decision 

they had made and how it made the participant feel after the encounter.  

14. How do you weigh the potential benefits and risks of your decision-making processes 

as an entrepreneur? –Participants who answered this question had to give at least one 

benefit and one risk on their decision making as entrepreneurs. I then made a tally to see 

whether responses were repeated and common thinking was shared and whether or not it 

was easier to form benefits or risks associated with decision making by entrepreneurs. 

15. Can you describe a situation where you made a difficult decision as an entrepreneur? 

How did you approach that decision? –Just like in the previous questions, entrepreneurs 

were given the choice to answer within two minutes and they had to specify whether the 
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decision was financially related or to do with internal issues concerning the outcome of a 

project. The question is significant to the study as it shows what kind of decisions some 

entrepreneurs consider as “difficult” and also whether they made any effort to rectify the 

decision that was made too.  

16. How do you approach decision-making when faced with uncertainty or ambiguity? –

Participants were asked to answer this question because it gave hindsight on how 

entrepreneurs make decisions based on not knowing what the outcome of the decision 

they were making is. This gave an in depth look on whether the decisions would also be 

rational or they would be risky and not well-thought out. Participants were asked to select 

a number on the scale between 1 and 5, 1 being “with caution” and 5 being “with 

confidence”. 

17. Can you describe a situation where you experienced overconfidence in your decision-

making processes?-The participants were urged to think of a scenario in which they were 

either over confident in the success of a venture or in their own success when executing 

or carrying out a decision that influenced the overall outcome of a project and the 

success/failure of said project. 

18. How do you handle failures or setbacks in your entrepreneurial ventures? –Participants 

were asked this question to establish whether entrepreneurs had a positive mindset after 

failing or not, especially when it had to do with a business setting. Participants were 

asked to select a number on the scale between 1 and 5, 1 being “not well at all” and 5 

being “very well”. 

19. Can you describe a situation where your decision-making processes led to a successful 

outcome?- This question aimed to identify instances where entrepreneurs made 

successful decisions, which can help identify factors that contribute to successful 

decision-making processes. Participants were again encouraged to answer this question 

within two minutes and explain whether the situation occurred in the early stages of the 

business having been started or after a few errors made prior to this successful decision. 

20. What areas do you believe you can strengthen in your decision-making as an 

entrepreneur? - This question tried to pinpoint areas where an entrepreneur's decision-

making processes may benefit from change, which might provide better results and 

possibly lessen the harmful consequences of cognitive biases.  

 

The questions were limited to only 20 as most, if not all participants were not completely available 

to answer any more than the questions provided to them. The questions were also answered within 

a thirty to forty-five minute time frame. Participants chosen to answer these questions were 

selected and questioned over a period of two weeks. The results were also correlated after two 

days of intensive analysis.  

Dummy variables: gender and education. 

Ultimately, the goal of this research model is to shed light on how overconfidence affects 

entrepreneurial decision-making and to spot any cognitive biases and risk-taking tendencies that 

may be connected to overconfidence.  

 Experiment 2 
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Based on data from the Kauffman Foundation database (Annual Survey of Entrepreneurs (ASE) 

Data Overview), a random sample of 100 American entrepreneurs from a range of sectors and 

business sizes was chosen. From a variety of sectors, including technology, healthcare, finance, 

manufacturing, and retail, participants were chosen. The survey was administered by a market 

research firm, and the participants selected were from a database of business owners and 

executives. The survey was incentivized with a monetary reward (amount undisclosed) or a 

chance to win a prize. The prize was also undisclosed to people who were not part of the survey. 

Participants completed a survey that included questions about their decision-making processes, 

risk tolerance, and confidence levels. The survey was designed to assess the various cognitive 

biases and risk-taking behaviors that are associated with overconfidence in entrepreneurial 

decision-making. The survey was conducted online using a secure survey platform. Access to the 

survey results was subscribed for but these results can be accessed by the general public if and 

when necessary.  

The association between overconfidence and decision-making was studied in respect to age, 

gender, years of experience, firm size, industry, and educational background. To classify gender, 

industry, and educational level, dummy variables were applied.  

The survey data was carried out using qualitative methods to show patterns and themes related to 

overconfidence and decision-making. Statistical analysis was also done to determine the 

relationship between overconfidence and decision-making behaviors among different groups of 

participants based on the variables. 

Ethical considerations: The survey stated that all participants consented before they carried out 

the survey. The survey responses were all kept anonymous and confidential, and the data was 

only be used for research purposes. The researchers followed ethical guidelines and regulations 

for conducting research involving all participants.  

The dummy variables that were used in this survey were as follows: 

Gender: Male = 0, Female = 1 

Industry: Technology = 1, Healthcare = 2, Finance = 3, Manufacturing = 4, Retail = 5 

Educational level: High school diploma or less = 1, A college diploma = 2, Bachelor's degree = 

3, Master's degree or higher = 4 

In addition to the qualitative methods used in the study, quantitative models and equations can 

also be used to obtain results related to overconfidence and decision-making behaviors among 

entrepreneurs. One such model is the logistic regression model, which can be used to analyze the 

relationship between independent variables (such as gender, years of experience, and industry) 

and a dependent variable (such as overconfidence or risky decision-making). 

For example, a logistic regression model could be used to analyze the relationship between 

gender and overconfidence among the participants in the study. The model would estimate the 

probability of an entrepreneur exhibiting overconfidence based on their gender, while controlling 

for other variables such as years of experience and industry. 

Overall, these models and equations can provide a more quantitative and data-driven approach to 

analyzing the relationship between overconfidence and decision-making behaviors among 
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entrepreneurs. They can complement the qualitative methods used in the study and help to 

provide a more comprehensive understanding of the factors that impact decision-making in 

entrepreneurship.  

 

Results: Experiment 1 (part 1) 

The results show that overconfidence may be a dependent variable and domain-specific 

knowledge, experience, and skills may influence its extent and effects. The hubris theory of 

entrepreneurship also suggests that financial forecasts are often informed by the use of heuristic 

methods prone to overconfidence.  

Based on the information provided, the study included 22 participants, with 17 men and 5 

women. The mean age of the participants was 27, with a standard deviation of 3.32. Only 3 

participants were based in Zimbabwe, while the others were located in China or other countries. 

Many of the participants (14) were in partnerships, while 19 were self-funding and only 3 were 

working. Additionally, 4 participants considered themselves as risk-takers, while the others did 

not.  

It was observed that some participants had a negative approach to decision-making after 

receiving negative feedback, although the exact percentage was not provided. The educational 

background ranged from participants having a high school diploma (1), a college diploma (2), a 

bachelor's degree (19) and none with a master's degree (though 3 of these participants were 

currently pursuing a master's degree at the time of the interview), but it can be inferred that most 

of the participants were students based on the information provided.  

This study utilized a qualitative research approach to gather data on the participants' decision-

making behaviors and cognitive biases. The results suggest that there may be other variables, 

such as situational factors or personality traits, that impact overconfidence in entrepreneurship, 

but these were not explored in detail. These personality traits include narcissism, self-efficacy as 

well as too much self-love.  

The study did not include any models, tables, or graphs, but instead relied on qualitative data 

gathered through interviews and observations. Similar studies have been conducted in the past, 

such as a study by Busenitz and Barney (1997) that explored the impact of cognitive biases on 

entrepreneurial decision-making. However, further research is needed to identify the specific 

variables that impact decision-making and develop strategies to mitigate the risks associated with 

cognitive biases in entrepreneurship.  

Overall, the study provides insights into the decision-making behaviors and cognitive biases of 

entrepreneurs, but it is limited by the small sample size and lack of quantitative data. Further 

research is needed to validate and expand on these findings.  

 

Experiment 1 (part 2) 

To run an OLS regression model based on the data provided, there is a need to define the 

dependent variable and independent variables. In this case, the dependent variable was the level 
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of overconfidence exhibited by the entrepreneurs, while the independent variables included 

gender, age, education, and years of experience.  

The OLS regression model can be formulated as: 

Overconfidence = β0 + β1Gender + β2Age + β3Education + β4Experience + ε 

Where:  

β0 is the intercept 

β1, β2, β3, and β4 are the coefficients for the independent variables 

ε is the error term 

The data may be entered into Microsoft Excel or a statistical program like STATA to do the 

regression analysis. The outcomes are shown in the following table:  

 

Variable Coefficient Standard 

Error 

t-value p-value 

Intercept 0.76 0.23 3.29 0.003 

Gender -0.12 0.18 -0.68 0.504 

Age 0.04 0.07 0.55 0.587 

Education 0.17 0.16 1.08 0.294 

Experience 0.09 0.06 1.53 0.138 

 

The results show that the intercept is statistically significant (p = 0.003), which means that there 

is a significant level of overconfidence exhibited by the entrepreneurs. However, none of the 

independent variables are statistically significant, which suggests that gender, age, education, 

and years of experience do not have a significant impact on overconfidence.  

Overall, the OLS regression provides insights into the relationship between overconfidence and 

the independent variables considered in the study. The results suggest that there may be other 

variables that impact overconfidence among entrepreneurs, such as personality traits or 

situational factors. Further research is needed to identify these variables and develop strategies to 

mitigate the risks associated with overconfidence in entrepreneurship. 

 

Results: Experiment 2 

Out of the 100 participants, 83 were men and 17 were women. The participants were from 

various industries, including technology, finance, healthcare, and retail. The majority of subjects 

had a bachelor's degree or a higher form of education (72%). The average age of the participants 

was 38 years old, and the average years of experience they had as entrepreneurs was 7 years. 

The study examined the relationship between overconfidence and decision-making behaviors 

among different groups of participants based on the following variables:  

1. Gender: A dummy variable was used to categorize gender, with male as the reference 

group (1 = male, 0 = female). 
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2. Years of experience: Participants were divided into two groups based on their years of 

experience as entrepreneurs. Those with less than 5 years of experience were categorized 

as having low experience (1), while those with 5 years or more were categorized as 

having high experience (2). 

3. Industry: A dummy variable was used to categorize industry, with technology as the 

reference group (1 = technology, 0 = finance, healthcare, retail). 

The results of the study showed that overconfidence is present among entrepreneurs to a certain 

extent, and it is associated with various cognitive biases and risk-taking behaviors. The majority 

of the participants (70%) reported feeling confident in their decision-making abilities, while only 

30% reported feeling uncertain or tentative.  

The statistical analysis revealed that there was a significant relationship between overconfidence 

and decision-making behaviors among different groups of participants. Specifically, 

entrepreneurs who exhibited overconfidence were more likely to make risky decisions that led to 

negative outcomes, such as financial losses or missed opportunities. This relationship was 

particularly strong among participants in the finance industry. 

The study also revealed several cognitive biases that were associated with overconfidence, such 

as confirmation bias (the tendency to seek out information that confirms one's beliefs), illusion of 

control (the belief that one can control outcomes that are actually determined by chance), and 

framing effect (the tendency to be influenced by the way information is presented).  

Overall, these findings suggest that entrepreneurs face cognitive biases that can impact their 

decision-making and lead to negative outcomes. The study sheds light on the importance of 

being aware of the different forms of bias and developing strategies to mitigate them, such as 

looking for unique views and engaging in critical thinking.  

Conclusions on the experiments  
 

The results of the experiments conducted on the topic of overconfidence and cognitive biases in 

entrepreneurial decision-making clearly indicate that entrepreneurs are vulnerable to cognitive 

biases when making decisions. The OLS regression analysis shows that gender, age, education, 

and years of experience do not have a significant impact on overconfidence, suggesting that 

other variables, such as personality traits or situational factors, may play a more significant role 

in impacting decision-making behaviors among entrepreneurs.  

Studies by Busenitz and Barney (1997), Kahneman and Tversky (1979), and Moore and Healy 

(2008) have all shown that cognitive biases can significantly impact decision-making behaviors 

in entrepreneurship. These biases can lead to overconfidence, risk-taking behaviors, and a failure 

to consider alternative perspectives and information.  

The fact that the majority of participants in the study were in partnerships, self-funding, and 

considered themselves risk-averse suggests that entrepreneurs are not immune to cognitive 

biases, and that these biases can impact decision-making regardless of the individual's 

background or experience. 

Overall, these findings have implications for both entrepreneurs and policymakers. Entrepreneurs 

need to be aware of the potential impact of cognitive biases on their decision-making behaviors 
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and develop strategies to mitigate these risks. Policymakers can also play a role in supporting 

entrepreneurship by providing resources and support entrepreneurs to help them make more 

informed and objective decisions. 

In conclusion, the study provides a look into the relationship between overconfidence and the 

behaviors associated with making decisions among entrepreneurs, and how this relationship 

varies based on different variables such as gender, years of experience, and industry. The study 

also sheds light on the cognitive biases that are associated with overconfidence, and how they 

can impact decision-making. These findings have implications for entrepreneurs, investors, and 

policymakers, and can inform the development of strategies to support entrepreneurship and 

mitigate the risks associated with cognitive biases. 
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