Entrepreneurs’ start-up versus persistence decisions:
A critical evaluation of expectancy and value

Abstract
Research suggests that entrepreneurs tend to seek to maximize utility when considering whether to
pursue a new venture opportunity. However, when choosing whether to persist with their current
venture or not, utility maximization may not be of primary importance. Using a conjoint
experiment, we examine the difference between policies in start-up decisions versus persistence
decisions. The analysis of the decisions of 135 entrepreneurs indicates that the manner in which
entrepreneurs use expectancy and value in persistence decision policies is significantly different
than the way that they use expectancy and value in general opportunity pursuit decision policies.
The results offer novel insights into the entrepreneurial decision-making process.
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Introduction
Choice precedes action. Entrepreneurial action is a response to a choice under uncertainty
regarding an opportunity to create new value (McMullen & Shepherd, 2006). Decisions of
whether to act, or not, are at the heart of entrepreneurship. Consequently, scholars (Grilli, 2011;
Douglas and Shepherd, 2002; Kolvereid, 1996) have put forth a great deal of effort to try to
understand the underlying factors that influence such decision-making by entrepreneurs.
Expectancy-based theories are particularly useful in the examination of choice between alternative
actions; it is argued that individuals are more likely to select the alternative that is most likely to
maximize attractive outcomes (Steel and Konig, 2006). In other words, the choice to commence a
particular course of action is influenced by the expectation that the action will lead to valued
outcomes (Vroom, 1964). Therefore, individuals make judgments about expectancy—the
subjective probability that any given outcome will indeed follow the behavior; and value or
valence—the desirability of the expected outcomes. Expectancy theory suggests that higher
expectancy and higher value will independently increase the probability of acting. Furthermore,
the theory suggests that there is a multiplicative effect between expectancy and value as
individuals strive to maximize the utility of a choice (Shah & Higgins, 1997). This multiplicative
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effect between expectancy and value means that the attractiveness of a decision alternative will
increase as expectancy increases - but will do so at a faster rate when value is high as compared to
when value is low.
In the entrepreneurship literature, expectancy theory has been well supported in studies of
entrepreneurial decision-making (e.g. Douglas and Shepherd, 2000; Gatewood et al., 2002;
Krueger et al. 2000). Yet, the research has focused largely on the decision to become an
entrepreneur (Edelman et al., 2010); so for example, Campbell (1992) demonstrated that a
potential entrepreneur considers the expected outcomes and probabilities of success between an
entrepreneurial opportunity and wage labour and is likely to choose entrepreneurship if it provides
higher rent. Krueger et al., (2000) however, suggested that desirability and feasibility were
antecedents of the intention to start a new venture whilst Douglas and Shepherd (2002) examined
entrepreneurs’ perceptions of utility and found that valences correlated with the intention to
become self-employed. Critically however, it emerges that entrepreneurs often seek to maximize
utility when considering starting a new venture (Douglas and Shepherd, 2000).
While there has been a substantial body of work that has supported expectancy theory for
decisions related to new venture start-up, there have been relatively few analyses that examine
other important decisions in the entrepreneurial process. These decisions – such as whether to
persist in the current business, to begin another new venture, or how to manage a venture, for
instance – are often perceived to be not only risky, but uncertain. Risk exists when all possible
future outcomes for a decision or action are known, and when the probability of each of those
outcomes is also known (Wald, 1950). The outcomes are thus, governed by a well-defined
probability distribution under the condition of risk (Alvarez and Barney, 2005). Uncertainty, on
the other hand, exists when neither the set of possible outcomes nor the probability of those
outcomes is known (Knight, 1921). An appropriate analogy proposed by Alvarez and Barney
(2005) is that risk involves the use of a dice known to have six-sides and that is fair and balanced,
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while uncertainty involves the use of dice where not even the number of sides it has is known, in
addition, it may not be fair and balanced.
Persistence is generally considered one of the most important attributes of successful
entrepreneurs (Kuratko and Hodgetts, 2007). Entrepreneurs make the decision to start a business a
single time but they must make the decision to persist with the venture many times. Often
individuals make the decision to persist, almost automatically, with little thought for alternative
actions. However, when performance feedback is frequently and consistently more negative than
expectations, individuals may make a more conscious cognitive assessment of the likelihood of a
future successful outcome (Carver and Scheier, 1998). In so doing, the conditions that prompted a
more serious evaluation will likely influence the way that expectancy and value are used in the
decision policy (Grilli, 2011). Even more, the persistence decision is fundamentally different than
the start-up decision in that the entrepreneur is choosing whether to continue with a decision that
has been previously made. This simple difference may introduce potential biases into the
decision-making process, such as self-justification or normative pressure to persist (DeTienne et
al., 2008).
Regarding our previous discussion on risk vs. uncertainty, the persistence decision may also
differ from the start-up decision as more is known about an existing business than a proposed new
venture. So, while a business under consideration for a persistence decision may be either more or
less risky than a new venture, a current business is almost assuredly perceived to be less uncertain
than a newly proposed venture. This point may be highly salient to the persistence decision as
previous scholarly work indicates that entrepreneurs do not necessarily see themselves as risk
takers (Palich and Bagby, 1995), but are much more concerned in addressing and reducing sources
of uncertainty (Cornelissen et al., 2012). In sum, the differences in how start-up and persistence
decisions are perceived suggest that entrepreneurs may use heterogeneous decision policies in the
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two contexts. In this study, we seek to compare the use of expectancy and value in start-up
decisions versus persistence decisions.
Though it appears that entrepreneurs seek to maximize utility when choosing whether or not
to start a new venture (Douglas and Shepherd, 2000), it has been suggested that they may not seek
utility maximization when making the decision to persist with a venture (Holland, 2011). Yet, we
have not found a study that directly analyzes the decision policies of active entrepreneurs for startup decisions and persistence decisions. An important contribution of this paper is the comparison
of decision policies that are used by entrepreneurs as they consider the pursuit of new venture
opportunities in the two contexts. In the first, entrepreneurs may choose to pursue the opportunity
in addition to their current venture, while in the second they must choose to either pursue the new
opportunity or persist with their current venture. We will next present the theory and hypotheses;
this is followed by a description of the method, analysis, and results of the experiment and we
conclude with a discussion of the findings.
Theory and hypotheses
Even though the contexts of start-up decisions versus persistence decisions differ, the two
types of decisions are comparable because they generally include choices between two or more
courses of action. In either case, individuals will typically compare the various employment or
new venture opportunities that are available to them. For these types of decisions that consider
alternatives, expectancy-value theory has been helpful in increasing our understanding as to why
individuals may choose one particular option over another. Expectancy-value theory argues that
an individual chooses the alternative that offers the greatest probability of generating valued
outcomes (Vroom, 1964; Fishbein and Ajzen, 1975; e.g. Feather, 1982). Individuals analyze each
alternative based on the likelihood and the desirability of the consequences and seek to maximize
the net positive effects (Wiklund et al., 2003).
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While decision-makers may not consider all of the possible outcomes with their associated
probabilities and values for every decision (Haynie and Shepherd, 2009), expectancy-value
models appear to work well for major decisions that warrant the time and energy required to
sufficiently assess the options (Wanous et al., 1983). For this reason, expectancy theory is a
suitable lens through which to view decision-making about start-ups (Edelman et al., 2010) as has
been validated in a number of entrepreneurial studies (e.g. Gatewood et al., 2002; Krueger et al.,
2000; McMullen and Shepherd, 2006; Shaver et al., 2001).
Expectancy is the subjective probability that an outcome will indeed follow behaviour
(Vroom, 1964). An entrepreneur’s perceptions of the probability of achieving desired outcomes
when considering a new venture opportunity are fostered by several factors such as beliefs
regarding personal skills and knowledge needed to take advantage of the entrepreneurial
opportunity; experience with success or failure in similar activities; whether or not the person
believes that they can collect the needed resources; beliefs about the competition, industry, and
economy; and the individual’s characteristics and moods (Feather, 1992). When an individual
perceives that a particular course of action has a high likelihood of producing a desired outcome
(e.g. high financial returns or high non-financial benefits), they are more likely to choose that
course of action. On the other hand, when a particular alternative is perceived to have a low
probability of positive consequences, then the decision-maker is less likely to select that
alternative. For both start-up decisions and persistence decisions, the influence of expectancy on
the selection of an alternative will be similar. Therefore, we hypothesize that
H1: A higher relative level of expectancy of obtaining (a) financial returns and (b) nonfinancial benefits from a new entrepreneurial opportunity will be positively related to the
likelihood to pursue that opportunity.
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H2: A higher relative level of expectancy of obtaining (a) financial returns and (b) nonfinancial benefits in the current entrepreneurial venture versus a new entrepreneurial
opportunity will be positively related to the likelihood to persist with the current venture.
The value or valence of the behavioural outcomes refers to the expected benefit, satisfaction,
or desirability that an individual associates with an outcome (Vroom, 1964). Of course, decisionmakers may evaluate a wide variety of outcomes when mulling over alternative options. The
value placed on the outcomes may range from very negative to extremely positive. For example,
an entrepreneur may look at the number of hours that will be required, the financial commitment
needed, or the impact on relationships of a new venture. Another entrepreneur may focus on the
potential legacy that may be created, the risk of bankruptcy, or the autonomy associated with
being an entrepreneurial actor. These outcomes will vary between individuals and the value
placed on any given outcome may also vary. The ultimate decision to act is influenced by the
collective of all contemplated outcome valences (Van Eerde and Thierry, 1996). In both start-up
and persistence decisions, entrepreneurs will be more likely to choose to pursue opportunities with
expected outcomes that they value highly.
Ventures are typically created to provide value to customers and to collect value (i.e. money)
from customers. It is not surprising that one of the primary objectives of becoming an entrepreneur
is to reap the financial rewards of the business (Morris et al., 2005). In start-up decisions, it is
expected that entrepreneurs will be more motivated to act if the expected financial returns are high
(Kolvereid, 1996). Campbell (1992) suggested that entrepreneurial decisions are based on a
comparison of the net present economic value of working for somebody else versus the value that
may result from new venture creation. The main effect of financial value will not be significantly
different in persistence decisions. When an entrepreneur is choosing whether to continue a current
business or to direct finite resources towards a new opportunity, the value of the anticipated future
economic benefits will be a significant factor in the decision.
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Even though financial returns are important, entrepreneurship is not stimulated exclusively
by such extrinsic motivations (Amit and MacCrimmon, 2001). Many entrepreneurs are also
motivated by outcomes that are more intrinsic in nature. Self-realization, the thrill of innovation,
recognition, and independence were found to be significant contributors to the decision to become
an entrepreneur by Carter and her colleagues (2003). The concern for the welfare of the new
venture’s employees has been shown to have an effect on decisions concerning ongoing venture
management and growth (Wiklund et al., 2003). Others measured the factors that contribute to the
desire to stay self-employed and found that intrinsic rewards, family security, and autonomy
played a key role in the decision (Kuratko et al., 1997). Non-financial benefits can play a
significant role in the decision to pursue a new venture opportunity; they also influence the
continuing commitment with a venture (Sharma and Irving, 2005). Consistent with these findings
regarding financial and non-financial benefits, we posit:
H3: A higher relative level of value of (a) financial returns and (b) non-financial benefits
that may be obtained from a new entrepreneurial opportunity will be positively related to
the likelihood to pursue that opportunity.
H4: A higher relative level of value of (a) financial returns and (b) non-financial benefits
that may be obtained from the current entrepreneurial venture versus a new
entrepreneurial opportunity will be positively related to the likelihood to persist with the
current venture.

Expectancy x Value
Scholars have argued that expectancy and value have a multiplicative effect on motivation
(Vroom, 1964). In other words, the influence of high levels of expectancy on motivation is more
prominent (steeper slope) when the value of the outcomes is perceived to be high than when it is
perceived to be low. This positive interactive effect is derived from an individual’s desire to
choose an alternative that maximizes utility– i.e. as both value and expectancy increase, the
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decision alternative becomes more appealing. When entrepreneurs consider the likelihood and
desirability of the outcomes of a potential new venture, they are increasingly more likely to pursue
the opportunity when both variables are high (Douglas and Shepherd, 2000; Douglas and
Shepherd, 2002). Thus,
H5: The expectancy of the financial returns of a new opportunity is more positively
related to the likelihood to pursue that new opportunity when the potential value of the
financial returns from the new opportunity is high than when it is low.
Alternatively, there have been conflicting results in the literature regarding the independent
interactive effect of expectancy and value. Whilst some have found that the interaction is not
significant, others have found it to be significant but negative (Shah and Higgins, 1997). The
inconsistency of the results may indicate that differences in the types of decisions that were tested
may influence the interaction between expectancy and value. The contextual differences between
decisions may lead to biases in decision-making that result in selecting an alternative that does not
necessarily maximize utility. For example, Shah and Higgins (1997) argued that the interaction
between expectancy and value may be negative when a decision alternative is perceived to be a
duty or necessity. There are examples of non-significant or negative interactions for these types of
decisions in the literature; Feather and O’Brien (1987) observed the unemployed finding that the
expectancy of finding a job and the value of finding a job had independent main effects on job
seeking behaviour but the interaction between expectancy and value was not positive. The
unemployed would likely consider searching for a job to be a necessity and utility maximization
may be less of a concern than if they were seeking for a new job while already employed in a
satisfactory position. Another example relates to the duty or necessity of trying to save a person
who is drowning; it was found that there was no positive interaction between the value and
expectancy of saving the drowning person (Lynch and Cohen, 1978). High value (i.e. a personal
relationship with the person drowning) had a substantial impact on the motivation to help, even if
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the likelihood of saving the person was low. Alternatively, high expectancy (i.e. a high
probability of being able to save the person) had a strong effect on the decision to assist even if the
value was low (i.e. the person was unknown). The motivation significantly increased as the value
or the expectancy increased but there was not a significant increase in the rate of rising motivation
as both variables simultaneously increased. These studies suggest that individuals may not seek
utility maximization when the choice concerns an obligation or a duty.
This type of decision is in accord with norm theory (Kahneman and Miller, 1986) that states
decision-makers are likely to place greater emphasis on an alternative that is perceived to be the
norm. The decision-makers cognitive reasoning is frequently biased by the tendency to
exaggerate the potential loss or disutility that may result from choosing a non-normative
alternative (Bar-Eli et al., 2007). An aversion towards potential loss gives rise to a preference for
maintaining the status quo or the norm (Kahneman and Tversky, 1979). Individuals will still be
motivated by value and expectancy but may not seek utility maximization. When there is strong
normative pressure to select a particular alternative, that alternative need only feel like a relative
necessity (high value) or a relative sure thing (high expectancy) to induce the choice (Shah &
Higgins, 1997). In other words, if the alternative feels like a necessity then the concern with the
likelihood may be diminished. Alternatively, if an option feels certain to be achieved, the value of
that choice may play a reduced role in the decision process.
Entrepreneurship is seemingly a ripe environment for biases in decision-making (Busenitz
and Barney, 1997; Baron, 1998; Burmeister and Schade, 2007). For example, Baron (1998)
argued that entrepreneurs may be even more susceptible to counterfactual thinking, affect infusion,
attribution errors, planning fallacy, and self-justification than non-entrepreneurs. Entrepreneurs
also appear to be prone to overconfidence and representativeness biases (Busenitz & Barney,
1997). Additionally, Burmeister and Schade (2007) found that even though entrepreneurs are
generally thought to be open to new alternatives, they are not immune to the status quo bias.
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We would argue that the bias towards norms or the status quo will influence persistence
decisions. The normative pressure to start a business is generally less prevalent than the pressure
that one should persist with an existing venture. Persistence - even when the firm is failing or
there are enticing alternatives, is often praised in the popular press as a sign of dedication and
audacity, if not sheer heroism (Meeks and Sullivan, 1992; Hartman, 1983; Martin, 2006; Harper,
2007). Indeed, entrepreneurship students are frequently taught that persistence is one of the
essential characteristics for success (e.g. Kuratko and Hodgetts, 2007). As such, an entrepreneur
may feel significant normative pressure from family, friends, and colleagues to continue with an
existing venture - even if a better option presents itself (Holland, 2011; Cardon et al., 2005). In
other words, entrepreneurs may very well feel that persisting with a business is indeed, an
obligation. Additionally, entrepreneurs may choose to persist in their ventures because they have
already eliminated some of the uncertainty associated with the business, while initiating the
pursuit of a brand-new venture would be attended by a great deal more uncertainty. As the idiom
goes, “better the devil you know than the one you don’t.” As a result, maximization of both
expectancy and value may not be the primary concern; as an entrepreneur considers whether to
persist with an existing venture or to pursue a new opportunity, a higher value of persisting will
have a more substantial impact on the decision when expectancy is low than when expectancy is
high. Alternatively, a higher level of expectancy will affect the decision more dramatically when
the value is low than when the value is high. Therefore, we expect that
H6: The expectancy of the financial returns of the current business is less positively
related to the likelihood to persist with the current business when the potential value of
the financial returns from the current business is high than when it is low.

10

The Effect of the Size of the Existing Business

The size of an entrepreneur’s existing business is likely to be an important factor in the
decision process of whether to pursue new opportunities. Firm size is frequently an indicator of
venture performance (Jayaraman et al., 2000). Firms that are performing well may be increasing
in size and have access to expanding resources that could potentially be used to exploit new
opportunities (Westhead et al., 2003). Furthermore, entrepreneurs that have experienced a measure
of success in growing a new venture are more likely to have a higher level of entrepreneurial selfefficacy toward the pursuit of future opportunities (Bandura, 1997); this informs increased
intention to act upon perceived new venture opportunities (Zhao et al., 2005). Thus, we argue that
H7: Entrepreneurs with larger existing firms will be more likely to pursue new start-up
opportunities than entrepreneurs with smaller firms.
We would expect the size of the current business to affect the persistence decision in a
different way. Entrepreneurs often develop a strong emotional and psychological bond with their
new ventures (Cardon et al., 2005). As investment increases and business flourishes, the
psychological ownership of the organization is likely to intensify making it more difficult to
separate from the business (Pierce et al., 2001). DeTienne and her colleagues (2008) found that
entrepreneurs are more likely to persist, even with under-performing firms, when personal
investment is high. Moreover, in larger firms, the entrepreneur’s decision about whether to persist
with a firm affects a greater number of people; as the number of employees increases, so does the
social pressure to continue with the business. Therefore, we hypothesize
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H8: Entrepreneurs with larger existing firms will be more likely to persist with their
current venture (rather than pursuing a new start-up opportunity) than entrepreneurs with
smaller firms.

Method

Sample
The population selected for this study includes entrepreneurs in high-technology industries.
The industries were selected using the 46 four-digit NAICS codes classified by the Bureau of
Labor Statistics as high-technology (Hecker, 2005); our sample choice is consistent with the
observation of Bhidé (2000) that the greatest number of fast-growth private firms comes from
high-technology industries. Accordingly, our sample choice is framed by the importance of ideas
that arise in high-technology industries. A key aspect of this sample is the ability of individuals
within high-technology industries to evaluate the prospects of ideas and their inherent ability to
develop them. The sampling frame consists of active owner-managers of businesses, as
commonly set forth in entrepreneurial studies (McDougall et al., 1994).
A list of entrepreneurs was acquired from the Department of Commerce Business Entity List
from a western state in the USA; this list includes all companies that have registered with the state
for a business license. From a preliminary list of 2777 companies, a random sample of 860
potential participants were selected; 438 of the listings had incomplete or inaccurate data (e.g. out
of business, sold the business, no telephone number, etc.), resulting in a total of 422 potential
participants. The potential respondents were contacted by mail and were invited to participate in
the study. Next, the researchers attempted to call each potential participant up to three times to set
up a time to administer an internet-based survey. Of the 422 potential respondents, 204 (48%)
could not be reached by telephone; 9 (2%) were unable to participate due to other commitments;
59 (14%) turned down the invitation to participate; and 150 (36%) elected to take part in the study.
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Of the 150 participants, 11 did not fully complete the survey and four were not owners of the
business and were consequently removed from the study. A sample size of 135 exceeds many
other conjoint studies; for example, entrepreneurship studies examining the decision policies of
venture capitalists had sample sizes of 51 (Franke et al., 2006) and 66 (Shepherd, 1999). It is
important to note that because of the multiple observations for each participant, conjoint
experiments can achieve greater statistical power with smaller sample sizes (Shepherd and
Zacharakis, 1997). A summary of the sample’s descriptive statistics is shown in Table 1.
In order to test for non-response bias, we followed the method of comparing early responders
with late responders (Daniel et al., 2002). The sample was divided into two groups based on when
they responded to the survey. No significant differences between the responses of the two groups
were found, suggesting that non-response bias is not a major concern.
*********************************
Insert Table 1 about here
*********************************

Conjoint experiment design
In this study, we used a metric conjoint experiment to analyze the start-up and persistence
decisions of entrepreneurs where respondents are asked to make a series of decisions that are
presented using a specific set of decision attributes. In this case, the participants were asked to
determine the likelihood of pursuing a new opportunity based on the attributes of expectancy and
value of the alternative business opportunity as compared to the existing business. By analyzing
many different decisions made by the participants, we are able to determine the underlying
structure of their decision policies (Louviere, 1988). Conjoint analysis also allows for the
examination of contingency relationships or two-way interactions between the decision attributes
(Hitt and Barr, 1989); another advantage being that it is a real time method. The participants are
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making real decisions based on realistic attributes and are not as susceptible to certain biases that
are inherent in post hoc surveys (Fischhoff, 1982). Conjoint experiments have frequently been
used in marketing to analyze consumer choices (Gofman et al., 2010) and in the last decade they
have increasingly been reported in the entrepreneurship literature (Bruns et al., 2008; McKelvie et
al., 2011; Lohrke et al., 2010).
The participants were asked to rate the likelihood that they would pursue a series of
hypothetical entrepreneurial opportunities. Each hypothetical opportunity was presented as a
comparison with the participant’s current business across four criteria: value of financial returns,
likelihood of financial returns, value of non-financial benefits, and likelihood of non-financial
benefits (these attributes are discussed in greater detail in the next section). Specifically, the
opportunity was presented as offering higher or lower value and likelihood of financial returns and
non-financial benefits than their current business. The dependent variable is the likelihood to
pursue the new entrepreneurial opportunity. An example of the presentation of one of the
scenarios is included in Appendix 1.
It should be noted that it is important to control for unobservable situational effects by setting
common assumptions for all of the decisions. Before choosing the likelihood of pursuing the
hypothetical opportunities, the respondents were asked to use the following assumptions in their
decisions: 1) You are making decisions about these opportunities in the current economic
environment; 2) Other than the information provided in the scenarios, the hypothetical
opportunities presented are similar in all respects to other entrepreneurial opportunities you might
see; 3) We ask that you consider each scenario as a separate decision, independent of all the
others.
An important part of this study is the examination of potential differences in decision-making
depending on the context of the decision—i.e. start-up or persistence. Participants were required
to make decisions about an identical set of start-up opportunities in the two different contexts.
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The context was manipulated by providing one or two unique assumptions, in addition to the
common assumptions listed in the preceding paragraph, before the two sets of decision scenarios
were presented. In setting the start-up context, participants were asked to assume that “you have
the resources (or access to the resources) to continue with your current business AND invest in the
new opportunity, if you choose to do so.” In the persistence context, participants were asked to
assume that “you have the resources (or access to the resources) to continue with your current
business OR to change to the new opportunity. You do not have the resources to pursue both
opportunities. In other words, if you choose to pursue the new opportunity, you will have to close
or sell your current business.” The identical choice regarding the likelihood of pursuing the new
opportunity is made by the participants in both contexts. However, in the persistence context,
persistence is actually the opposite of pursuing the new opportunity since pursuit of the
opportunity requires selling or shutting down the business. This difference is accounted for in the
analysis with reverse coding.
The two contexts, and their associated decisions, were separated by a questionnaire that was
not directly related to making decisions about pursuing entrepreneurial opportunities. This
provided temporal and mental separation between the two contexts. A manipulation check was
also performed to ensure that the manipulations were effective. Results of the check revealed that
respondents did deem the two contexts to be different and the differences played a role in the
decision process.
With four decision attributes and two levels per attribute, there are 16 (24) possible
combinations of scenarios. Since we duplicate the scenarios in both contexts and we include a
practice scenario and several replicated decisions to test for reliability, the total number of
decisions could have become cumbersome for respondents. In order to minimize survey fatigue,
the Hahn and Shapiro (1966) orthogonal fractional factorial design was utilized which reduced the
number of possible profiles from 16 to 8. This design confounds the effects of most interest with
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effects that are unlikely to be significant or to cause much bias in the estimated parameters (Green
and Srinivasan, 1990). This design allowed for the testing of all main effects (Louviere, 1988). A
limitation of this design is that only two-way interactions with a single variable can be tested (the
financial returns variable was selected for the interaction in this study). Despite this limitation, we
decided that it was more important to reduce the total number of decisions. The orthogonal
fractional factorial design is commonly used in entrepreneurship conjoint studies (e.g. Holland and
Shepherd, 2011; McKelvie et al., 2011).
In total, the conjoint element of the survey required that the participants make decisions
based on 21 scenarios—1 practice, 10 in the first context (8 plus 2 replicated), and 10 in the
second context (8 plus 2 replicated). In addition to these decisions, a questionnaire was used to
collect data about the independent variables, control variables, and various other individual
characteristics. As mentioned previously, part of the questionnaire was administered between the
two conjoint contexts. The remaining portion was completed at the end of the survey. The
instrument was pilot tested with 5 participants and minor changes resulted from the feedback.
Discussions with the pilot participants suggested that the decisions and contexts were clear and the
survey had face validity.

Variables and measures
Decision attributes. Four attributes representing the expectancy (probability of financial
returns and probability of non-financial benefits) and value (financial returns, non-financial
benefits) of the opportunity outcomes were used as the decision criteria. For each opportunity, the
four attributes were presented at either a higher or lower level than the respondents’ current
business.
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1. Value of Financial Returns: Higher (Lower) – the potential value of the financial returns
from the new opportunity is substantially higher (lower) than the potential value of the financial
returns from your current business.
2. Value of Non-financial Benefits: Higher (Lower) – the potential value of the nonfinancial benefits from the new opportunity is substantially higher (lower) than the potential value
of the non-financial benefits from your current business.
3. Likelihood of Obtaining Potential Financial Returns: Higher (Lower) – the likelihood of
obtaining the potential financial returns from the new opportunity is substantially higher (lower)
than the likelihood of obtaining the potential financial returns from your current business.
4. Likelihood of Obtaining Potential Non-Financial Benefits: Higher (Lower) – the
likelihood of obtaining the potential non-financial benefits from the new opportunity is
substantially higher (lower) than the likelihood of obtaining the potential non-financial benefits
from your current business.
It is important to note that for the analysis of the persistence context, the decision attribute
levels were reverse coded. As noted, the decision attributes were presented as a comparison
between the new opportunity and the entrepreneur’s current business. Thus, a higher value of
financial returns for the new opportunity means a lower value for the current business. The
persistence hypotheses are relative to the value and expectancy of the current business so the
reverse coding is required.
Decision outcome (dependent variable). Based on the given scenarios, respondents were
asked to rate the likelihood that they would pursue the potential opportunity. The decision
outcome was measured on a 9 point Likert scale anchored by (1) Not at all likely to pursue, (5)
Somewhat likely to pursue, and (9) Very likely to pursue. In the analysis of the persistence
context, the outcome variable was reverse coded since a decision to pursue the new opportunity
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(e.g. 9 is very likely) necessitated a decision to not persist with the current business (e.g. reverse
coded as 1 for “not at all likely to persist with the current business”).
Size of the existing firm. Consistent with many other entrepreneurship studies (Baum and
Locke, 2004), the number of full-time employees is used as a proxy for the size of the firm.
Control variable. Previous studies examining entrepreneurial persistence have use variables
related to entrepreneurial experience (Gimeno, Folta, Cooper, & Wu, 1997). Entrepreneurs often
develop important skills through previous start-up experience that can influence new venture
performance (Chandler and Hanks, 1994; Westhead and Wright, 2011). Such experience may
improve the entrepreneur’s ability to evaluate feedback from the market which may impact the
decision to persist with a new venture. Therefore, participants were asked whether they had any
previous start-up experience and we used this variable as a control variable.

Analysis and results
The design of the conjoint experiment resulted in 20 decisions per respondent, or 2700 total
observations. The decision data was tested for reliability by replicating four of the decisions and
performing a test-retest analysis for each individual’s decisions (Caruso et al., 2009). There were
82% of the respondents that were significantly reliable in their responses (p < .05) with a mean
test-retest correlation of 0.96, which is favourable compared to other similar studies (e.g. Shepherd
[1999] found a mean test-retest correlation of .69 with 92% of respondents providing significantly
reliable responses). Further examination of the individual’s Pearson R correlations that were not
significant showed that all respondents had test-retest correlations greater than 0.64, so all were
kept in the study.
Due to the fact that in conjoint studies multiple decisions are nested in each individual’s
responses, we employed hierarchical linear modelling (HLM) for the analysis of the data. HLM is
particularly effective with nested data because it controls for autocorrelation and
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heteroskedasticity that may arise (Choi and Shepherd, 2005). HLM accounts for variance both
within and between individuals and, when used in conjunction with data from a conjoint analysis,
results in the decomposition of the basic decision structure of the respondents (Bruns et al., 2008).
Before modelling the decision policies of the entrepreneurs, we used regression analysis to
analyze each respondent’s set of decisions to analyze the individual decision policies. Over 88
percent of the individual’s decision policies explained a significant proportion of variance (p <
.01) with a mean R² of 0.78.
Hypothesis testing
The results of import for the given hypotheses from the HLM analysis are reported in Table
2 (start-up context) and Table 3 (persistence context). Hypotheses 1 and 2 suggested that the
expectancy of achieving valued outcomes would play a significant role in the entrepreneurs’
decisions. The two expectancy coefficients for financial returns and non-financial returns were
positive and significant (financial coefficient = 2.646, p < .001; non-financial coefficient = 0.942,
p < .001) in the start-up context. Therefore, H1a and H1b were supported. Similarly, the
coefficients for the effect of the expectancy variables in the persistence context were positive and
significant (financial coefficient = 3.244, p < .001; non-financial coefficient = 0.723, p < .001).
H2a and H2b were supported.
*********************************
Insert Table 2 about here
*********************************
Hypotheses 3 and 4 were concerned with the impact that the value attributes would have on
the decisions towards start-up and persistence, respectively. In the start-up context, the
coefficients for the value of financial returns and value of non-financial benefits were positive and
significant (financial coefficient = 2.467, p < .001; non-financial coefficient = 1.104, p < .001).
H3a and H3b were supported. The coefficients were also positive and significant in the persistence
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context (financial coefficient = 3.063, p < .001; non-financial coefficient = 0.949, p < .001),
providing support for H4a and H4b.
The next two hypotheses look at the interaction between value and expectancy. We
argued that this interaction would be different between the two contexts. Specifically, in H5, we
argued that there would be a positive interaction between expectancy and value in the start-up
context. However, H5 was not supported as the results showed that there was not a significant
interaction in this context (coefficient = -0.007, p = 0.972). This interaction between expectancy
and value in the start-up context is plotted in Figure 1. As hypothesized, the interaction between
expectancy and value was indeed negative in the persistence context (coefficient = -1.494, p <
.001). This interaction is plotted in Figure 2. H6 was supported.
*********************************
Insert Figures 1 and 2 about here
*********************************
An important part of this study is the examination of whether the way entrepreneurs make
decisions in the start-up context differs from the way they make decisions in the persistence
context. The results show that one expectancy x value interaction was not significant and the
other was significant. However, further analysis is needed to determine whether the two
coefficients are significantly different from each other. The Chow test (Chow, 1960) can be used
to analyze whether the effects in the two contexts are equal by comparing the sum of squared
residuals of the regressions in the two contexts (Oppewal et al., 1994). The results indicate a
significant F statistic (p < .001) so the null hypothesis is rejected, providing statistical evidence
that the two interaction coefficients are not equal. Therefore, the interaction between expectancy
and value in entrepreneurs’ decision policies in the start-up context is significantly different than
in the persistence context.
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In order to determine the results for H7 and H8, we must look at the effect of current firm
size on the start-up decisions. These data are reported in the right hand column of Table 2 and
Table 3. In this model, the intercept and the decision attributes become the dependent variables
and firm size is the independent variable. The relationship between size and the intercept is
positive and significant (coefficient = 0.002, p < .001) in the start-up context, indicating that
entrepreneurs with larger existing businesses are more likely to choose to pursue a new venture
opportunity. Hence, H7 is supported. H8 suggested that entrepreneurs with larger businesses
would be more likely to persist with the current business than entrepreneurs with smaller
businesses. The relationship between size and decision to persist is not significant (coefficient = 0.001, p = .179). H8 is not supported.
Discussion
Start-up versus persistence
This is one of the first studies that directly compare start-up decisions with persistence
decisions amongst existing entrepreneurs. The context for these decisions is notably different; it is
important that we gain a greater understanding of the distinctions between them. It has been
suggested that decision-makers will rationally choose the alternative with the greatest expected
utility, no matter the context (Manzini and Mariotti, 2009). We found that, as predicted by the
theory, entrepreneurs were generally influenced by the main effects of the expectancy and value
attributes of the opportunities presented in each context. In both contexts, if the new opportunity
had higher financial or non-financial value and a higher expectancy of attaining that value, then
the entrepreneurs were more likely to pursue the opportunity. However, entrepreneurs were not
consistent in their desire to maximize utility through opportunity pursuit. The results showed that
the manner in which entrepreneurs made decisions in the persistence context were indeed different
than how they made the same basic opportunity pursuit decisions that did not require exiting the
current business. The persistence decisions resulted in a negative interaction between expectancy
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and value - as opposed to no significant interaction between expectancy and value in the basic
start-up context; statistical analyses determined that the interactions were significantly different
within the two contexts.
This is an important finding as it shows that persistence decisions are fundamentally
different; as such, decision-makers do not necessarily always seek utility maximization. There
seems to be a bias towards persistence but entrepreneurs do not become significantly more
motivated when both value and expectancy are high as compared to when either value or
expectancy are high. In other words, the negative interaction suggests that if the potential value of
the current business is higher than the alternative, then the probability of success has a muted
influence on the decision. Or, if the probability for a successful outcome in the current business is
higher than the alternative, then the impact of the value factor is not as pronounced. The
maximization approach would imply that high value would have a greater impact on the likelihood
of persistence when the probability is also high (i.e. positive interaction), and vice versa.
We believe that there are numerous future research opportunities that will help to further
elucidate the reasons why start-up and persistence decision processes differ. We argued that
normative pressure towards persistence may be one of the reasons that decision-makers do not
always seek utility maximization when deciding whether or not to persist. In general, society does
not expect people to pursue every opportunity they see, even promising ones, but there is often an
expectation that a person should persist with something they have started. Social networks are
vital to entrepreneurship (Cope et al., 2007), and we contend that entrepreneur sensitivity towards
social network attitudes towards persistence may influence the way they make decisions related to
persistence. This study perhaps indicates that entrepreneurs are more likely to maximize value
when they can also maintain their current business initiatives, but the societal pressures and norms
of persistence render less important the entrepreneurial drive for value maximization.
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Another potential explanation for the heterogeneity of decision policies between the start-up
context and the persistence context may be the switching costs associated with changing from one
business to another. In the start-up context, the participants would not have needed to switch from
their current venture to pursue the new opportunity; they could choose to pursue the new
opportunity in addition to current pursuits. However, in the persistence context, they had to
choose between the current venture and the new opportunity—i.e. they could either persist with
their business or switch to a new opportunity. There are costs, financial and non-financial, that are
unique to switching that may affect the decision process (Gimeno et al., 1997). Entrepreneurs
make financial, social, and psychological investments in the businesses that they start (Holland &
Shepherd, 2011). Exiting that business and starting a new one may leave a sense of loss regarding
those previous investments (Sharma and Irving, 2005); the entrepreneur may feel the need to
justify a previous decision related to starting the new venture by seeing the decision through to a
successful conclusion (Staw, 1997). They may also feel constrained by the economic costs of
pursuing a new opportunity, even if it has great promise (Drummond, 2004). Furthermore,
entrepreneurs may exhibit aversion to uncertainty when persisting with a venture perceived as less
uncertain than the new opportunity given familiarity with the current business. It may be that the
consideration of switching costs places greater value on persistence which lessens the demand for
utility maximization when comparing alternatives. Future research about switching costs and
related constructs may help to clarify the thought processes used by entrepreneurs as they consider
persistence decisions and new start-up decisions.
Firm level characteristics
A second important contribution of this study relates to the relationship between firm level
characteristics and decision policies. The results suggest that entrepreneurs with larger firms are
more likely to choose to pursue new venture start-up opportunities than those with smaller firms.
This finding is consistent with the literature on portfolio entrepreneurs; Westhead et al.,(2005b)
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found they have more resources (financial, human capital, etc.) than serial or novice entrepreneurs.
Entrepreneurs with growing firms, and consequently growing resources, will frequently monitor
the environment in search of opportunities in which to allocate resources that will increase growth
prospects. The experience of growing a firm helps to develop a cognitive mindset that provides
the understanding of the benefits of pursuing additional entrepreneurial opportunities (Robson et
al., 2012; Westhead et al., 2005a).
However, firm size was not a significant determinant of the decision to persist; it is plausible
it is correlated with psychological ownership of the firm from the standpoint of the self-investment
of energy, time and resources required to create growing ventures. However, Pierce et al., (2001)
suggest that psychological ownership is not exclusive to self-investment but also encompasses
control and intimacy. Control refers to the extent to which an individual controls a given aspect of
the new venture whilst intimacy denotes an individual’s intimate familiarity with the various
facets of the venture. In larger organizations, the entrepreneur may feel that it is no longer
possible to control all aspects of the business; similarly, they may lose that intimate knowledge of
many parts of the business as responsibilities are delegated to new team members. It has been
argued that as firms grow, entrepreneurs are more likely to feel uncomfortable with the new role
requirements that are often associated with leading an expanding organization (Dobrev and
Barnett, 2005). Some may struggle with the transition from venture creator to that of a manager
that must impose systems and processes to develop efficiencies to satisfy external stakeholders.
These types of individuals are more likely to have a reduction in psychological attachment and
may choose to exit the firm, becoming serial entrepreneurs because they identify more with the
role of venture founder than the actual venture itself (Hoang and Gimeno, 2010). It may be that
our sample included a mix of such entrepreneurs and thus, the relationship between firm size and
persistence was not significant. Future research could explore the nuances of the personal
characteristics that may interact with firm characteristics in entrepreneurial persistence decisions.
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Post-hoc analysis of the influence of the firm size on the weight place on decision attributes
showed some interesting results. Entrepreneurs with larger firms were significantly more likely (p
< .01) to place greater weight on the probability of the financial returns of the new venture
opportunity. This finding appears to be consistent with prospect theory (Kahneman & Tversky,
1979) that argues decisions are changed depending on the framing; for example, losses loom
larger than gains and therefore, an individual will tend to be more risk-seeking if an opportunity is
viewed as a chance to avoid losses and more risk-averse if the opportunity is viewed as a chance to
increase gains. Entrepreneurs with more sizable businesses are more likely to view future
opportunities from the perspective of having made significant gains in their current venture and
looking to increase future gains. This perspective will result in a tendency towards risk-aversion,
meaning that they will place increased emphasis on the expectancy attribute of the potential
opportunities. Interestingly, the size of the firm was not related to a significant change in weight
of the expectancy attributes in the persistence context. Perhaps the change in context shifts the
framing of the decision for some of the entrepreneurs from a gains perspective to a loss
perspective because the persistence context required that they exit their current business in order to
pursue the new opportunity. In that case, some decision-makers may be inclined to discount
probability (i.e. risk-seeking behaviour) and focus on the value of the new opportunities. We
encourage further research that will tease out the nuances in the weights placed on the various
decision attributes due to varying firm characteristics in the two contexts.
Practical Contributions
This study also offers some practical contributions that may help entrepreneurs better
understand decision-making processes. Persistence is vital to entrepreneurial success; yet,
persistence can be disadvantageous if entrepreneurs become overly attached to their current firms
and biases lead them to reject opportunities that could have resulted in greater returns on
investment. Time and resources are sometimes better spent elsewhere, even if the current venture
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has value (DeTienne et al., 2008; Gimeno et al., 1997; McGrath, 1999). As entrepreneurs increase
their knowledge of how they make decisions, awareness of potential biases in decision-making
may be avoided. They may be more willing to place greater emphasis on impartial data that will
increase the prospect of making good decisions or they may seek guidance from individuals who
are not emotionally invested in the venture to objectively consider the alternatives. Knowing
when to make the decision to abandon versus when to persist is of high practical significance to
decision-makers in new ventures.
Limitations
While conjoint experiments have been used in numerous settings and are recognized as valid
methods of study, they are not without limitations. The objective of such experiments is to
approximate the “real world” by presenting decisions that similar to those that might be made in a
representative business setting. Obviously, this attempt is imperfect in that it is difficult to capture
and simulate all of the factors involved in decision-making. This experiment forced the
respondents to make decisions based on the four opportunity attributes provided. In reality, the
entrepreneur would have access to more detailed information and would have a greater amount of
time to ponder and process decision criteria. We attempted to minimize the limitation by
controlling for the potential use of other information and by minimizing the decision criteria of
interest. Participants were asked to consider each decision in the same context given and to treat
them independently. Though it is not a perfect approximation, Louviere (1988) and others have
argued that conjoint studies have strong validity and can be useful in capturing the decision
policies of individuals. Conjoint and policy capturing experiments have been used in scores of
decision-making studies (Green et al., 2001) and we have followed the model of others (e.g. Bruns
et al., 2008; Haynie et al., 2009).
Another challenge associated with conjoint experiments is determining the appropriate
number of decision attributes. It is necessary to have meaningful detail but it can quickly become
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cumbersome for the participants if there are too many decision attributes. In this study, we
determined that four decision attributes would be most appropriate. We determined to use an
orthogonal fractional factorial design to further reduce the total number of decisions. This is a
widely accepted practice (e.g. McKelvie et al., 2011) but it did limit our ability to measure the
interaction between both financial value and probability and non-financial value and probability.
We decided to make this tradeoff to reduce the likelihood of respondent fatigue. We believe that
this was an important factor in obtaining quality data and in generating a higher participation rate.
The participants in this experiment were active entrepreneurs and the results should be
generalizable to other entrepreneurs. However, it is important to note that the sample was
restricted to entrepreneurs in the high-technology sector in the western United States. Thus, the
external validity is limited to this context. In addition, we recognize that new venture start-ups
often consist of entrepreneurial teams that participate in decision-making. The results of this study
are only generalizable to firms with a lead entrepreneur that makes the primary decisions for the
firm. Future research could target samples of entrepreneurs and entrepreneurial teams in other
industries and locations.
Conclusion
Decisions to act stem from a complex process that is a function of the person and the
environment (Lewin, 1938). Individual and environmental factors frequently result in choices
with bounded rationality (Manzini & Mariotti, 2009). In this paper, we have found that
entrepreneurs may not always be motivated to maximize utility when considering entrepreneurial
opportunities if pursuing the opportunity that has the greatest utility would require that they give
up on their current business venture. Decisions to pursue new opportunities are not based solely
on the expected value and probability of success. The context of the opportunity, the
characteristics of the existing business and individual differences all play a role in this complex
decision process. Such findings create significant opportunities for future research exploring the
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unique and multifaceted cognitive factors that lead to heterogeneity in start-up and persistence
decision-making. Research in this area can inform entrepreneurial education and practice,
enabling entrepreneurs to increase their understanding of decision processes and ultimately make
higher quality decisions when considering the pursuit of new opportunities, with or without
persistence in current ventures.
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TABLE 1
Descriptive Statistics of the Sample
Median Age of Entrepreneur
Gender (% male)
Education (% college graduate)
Previous Start-up Experience (%)
Median Work Experience (years)
Median Age of the Firm (years)
Median Number of Employees
Median Previous Year Revenue

48
83.0%
76.3%
82.2%
25
7
2
$150,000

TABLE 2
Results of HLM of Entrepreneurs’ Decision Policies in the Start-up Context
Intercept Model
Expectancy of Financial Returns
Expectancy of Non-financial
Value of Financial Returns
Benefits
Value of Non-financial Benefits
Value x Expectancy (Financial)
Intercept

Coefficient
2.646
0.942
2.467
1.104
-0.007
5.457

T-ratio
15.690***
11.828***
15.941***
13.140***
-0.036
62.225***

Size Model
(Full time Employees)
Coefficient
T-ratio
0.003
2.627**
-0.001
-3.496**
0.003
1.905
0.000
0.189
-0.004
2.655**
0.002
5.185***

***p<.001; **p<.01; *p<.05; n = 1350 per context (Level-1); n = 135 (Level-2).
Notes: Final estimation of fixed effects with robust standard errors. All variables were standardized and group centered.
The number of previous startups was included as a control variable in the model but it was not significant (p<.05).

TABLE 3
Results of HLM of Entrepreneurs’ Decision Policies in the Persistence Context
Intercept Model
Expectancy of Financial Returns
Expectancy of Non-financial
Value of Financial Returns
Benefits
Value of Non-financial Benefits
Value x Expectancy (Financial)
Intercept

Coefficient
3.274
0.718
3.051
0.966
-1.462
6.247

T-ratio
19.924***
10.798***
17.849***
13.751***
-6.719***
59.565***

Size Model
(Full time Employees)
Coefficient
T-ratio
0.000
0.103
-0.001
-5.286***
-0.001
-1.75
-0.001
-1.779
0.003
1.774
-0.001
-1.352

***p<.001; **p<.01; *p<.05; n = 1350 per context (Level-1); n = 135 (Level-2).
Notes: Final estimation of fixed effects with robust standard errors. All variables were standardized and group centered.
The number of previous startups was included as a control variable in the model but it was not significant (p<.05).
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Figure 1: Interaction between expectancy and value (Start-up context)

Figure 2: Interaction between expectancy and value (Persistence context)
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Appendix 1: Sample Opportunity Profile
In this part of the survey, we asked respondents to rate the likelihood that they would pursue
hypothetical entrepreneurial opportunities. Each hypothetical opportunity was presented as a
comparison to the respondent’s current business across four criteria. Specifically, the new
opportunity was presented as offering either HIGHER or LOWER: value of financial returns,
likelihood of financial returns, value of nonfinancial benefits, and likelihood of nonfinancial
benefits. After a detailed explanation of the decision attributes and the process, the opportunities
were presented in the following manner.

Based on these opportunity attributes, please rate the likelihood
that you would pursue this potential opportunity.
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