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Abstract

In this paper, we propose that researchers might analyze key ques-
tions in entrepreneurship as problems of decision making. We believe
that this allows for new insights. Experiments are especially suited to
empirically test hypotheses derived within such a framework. In this
paper, we thus introduce the decision-making perspective as well as
general characteristics of the experimental method. We also discuss
existing experimental studies in entrepreneurship with respect to the
use of a decision-making perspective and specifics of their experimental
designs. Finally, we present “research cases” that demonstrate the shift
in perspective that occurs when common questions in entrepreneurship
are analyzed through the lens of decision making. We conclude that
entrepreneurial decision making (EDM) bears the potential of a scien-
tific paradigm. This paper is intended to stimulate theory development
to establish such a paradigm and (experimental) research within the
perspective of EDM.



1
Introduction

A number of authors in entrepreneurship have used the term
entrepreneurial decision making (EDM) to label their contributions
(e.g., Busenitz and Barney (1997), Lévesque and MacCrimmon (1997),
Forlani and Mullins (2000), Simon and Houghton (2002), Mullins and
Forlani (2005), Lévesque and Schade (2005), Gustafsson (2006)). By
the use of this term, each author may have had something slightly
different in mind, but the general idea always traces back to decision
theory: sometimes of the kind more rooted in economics and sometimes
of the kind more rooted in psychology. Despite subtle differences, the
joint perspective of economic and psychological approaches is to look
at individuals’ choices among alternatives as the object of investiga-
tion (Schade and Koellinger, 2007). For a psychologist a decision is
a rich phenomenon involving all kinds of cognitive, emotional, moti-
vational, judgmental, perceptual, personal, and environmental factors
(Kunreuther and Krantz, 2007).1 For a mainstream economist, factors

1 Common distinctions are made between normative decision theory and descriptive decision
theory (the latter having much in common with cognitive psychology) as well as normative
and descriptive game theory (the latter having much in common with social psychology).
Whereas the two normative theories try to answer the question how one should behave
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such as emotions and perceptions are typically not dealt with in detail
(or not at all).

Investigating entrepreneurial decision making might imply having
a specific perspective on entrepreneurship. It implies the analysis
of key questions in entrepreneurship research as decision making of
entrepreneurs and of other individuals in entrepreneurial contexts. This
is different from general research on decision making because it looks
at specific individuals in a specific context. Entrepreneurs have been
demonstrated already to decide differently than others (see, Busenitz
and Barney (1997) and Burmeister and Schade (2007)), and there are
contexts specific to entrepreneurship. This makes it necessary to study
entrepreneurship as a separate management discipline. According to
Baron (1998), the behavior of entrepreneurs differs from that of other
individuals because entrepreneurs either self-select into this career path
or are shaped by the specifics of the environment: uncertainty, high-
stakes decisions, short windows of opportunity, etc.

Why is the investigation of decision making a specific “lens”? With
the word lens we refer to the fact that every individual and specif-
ically every researcher has an idiosyncratic way of looking at the
same research object. The idiosyncratic perspective is formed by the
researcher’s original training, knowledge, and his or her openness for
different perspectives. Let us demonstrate the effect of applying the
EDM lens by looking at “classic” questions in entrepreneurship. We
use those questions that were covered in the first issue of the Journal of
Business Venturing in 1985 (see also Alvarez (2007)) because they are
still reflective of a vast majority of research endeavors in entrepreneur-
ship. The first question, “who is the entrepreneur?” has been analyzed
earlier in the so-called trait approach and has also been dealt with in
cognitive psychology.

What is the specific EDM take on this question? An example is the
study of Burmeister and Schade (2007). In this research, entrepreneurs,
bankers, and students are confronted with exactly the same decision
situations. However, entrepreneurs appear to exhibit a so-called status

(if he or she intends to be rational — how difficult a convincing definition of rationality
might be!), the descriptive parts deal with the question how people actually behave.
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quo bias to a lesser extent in their decisions than bankers. Therefore,
the authors can safely conjecture that entrepreneurs make decisions
differently than other individuals. Unlike psychological questionnaires
on individual characteristics that have been used in the trait approach,2

these differences are established somewhat closer to the actual “playing
ground,” than everyday decisions that individuals make.

The second question, “how do entrepreneurs raise capital?” can be
dealt with as a decision process too; however, not only the entrepreneurs
but also the venture capitalists (VCs), bankers, etc. are relevant deci-
sion makers, here. In contrast to the first question, a decision-making
perspective has been adopted earlier for this question, e.g., in conjoint
experiments.

With the third question, “how do entrepreneurs manage rapid
growth?” literature mostly adopted a fairly aggregated (i.e., orga-
nization level) perspective, whereas a decision-making perspective
would imply analyzing these problems more directly, e.g., by having
entrepreneurs making decisions on growth related investments, organi-
zational changes, etc.

“What impact do networks have on entrepreneurial phenomena?” is
the fourth question. Here a sociological perspective is adopted in most
of the literature. Namely, the structure of networks between organiza-
tions is the level of analysis. A decision-making perspective would focus
on the decision of an entrepreneur whether or not to contact a specific
person and whether to maintain this relationship or simply on how
much to invest into networking rather than problem-solving activities.

The fifth question is “what role does corporate entrepreneurship
have?” Different methods are employed that are more or less focused
on individuals or higher units of aggregation. Sometimes, the focus is
on decisions of individuals or groups, and sometimes on companies or
products. While the view on aggregated units is not consistent with an
EDM perspective, the view on the decision making of individuals or
groups is.

2 The trait approach refers to an extensive body of literature that tried to identify a specific
entrepreneurial personality in the 70s and 80s of the last century (see, e.g., Brockhaus
(1982)).
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Summing up, EDM is a perspective bearing the potential of being
applied to many research questions in entrepreneurship. Apparently,
this perspective has specific requirements regarding the information
needed to analyze a research question and it might lead to a shift in
focus. For example, a network analysis from the perspective of EDM
would partially shift the focus away from the resulting social network
structure and draw attention to the determinants of the entrepreneur’s
decision, whom and how to contact in order to establish a business
relationship. The information needed is much more detailed than the
information required to understand the structure of the network. The
researcher would have to know the information the entrepreneur pos-
sesses about the potential partners, her goals and restrictions, and her
long-term strategy. In many cases, additional information on her risk
propensity, professional background, and social skills would be help-
ful. Since such detailed information requires controlling, measuring, or
manipulating a variety of factors with each individual, experiments are
often a method of choice.

This paper tries to make the point that EDM opens an important
perspective on entrepreneurship that contributes to our knowledge and
is complementary to other perspectives. It might have the potential to
become a research paradigm. When the researcher decides to adopt this
perspective, it is important to understand which of the different kinds
of experiments is appropriate in each situation.

The experiments we are going to propose are often different from
those currently used to analyze entrepreneurial cognition or heuris-
tics and biases. An example is a quasi-experiment analyzing whether
entrepreneurs are more overconfident than managers, e.g., Busenitz and
Barney (1997) propose a test of overconfidence where, instead of making
decisions, individuals are asked general knowledge questions. Busenitz
and Barney (1997) also conduct a test of the representativeness bias in
the same publication — a decision experiment of the type we are going
to propose. Here, subjects are given scenarios representing various types
of what the authors call real-to-life strategic decisions.

This paper continues with a characterization of the decision-making
perspective: it defines the structure of a decision-making process and
analyzes an example. We then suggest a classification of experiments,
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explain different experimental designs, describe quality criteria of
experiments and address the differences between economic and psycho-
logical experiments. The subsequent section discusses existing experi-
mental work on entrepreneurial decision making. In the next section,
we develop three “scientific cases” where we start with existing theory,
we then delineate the decision-making take on the respective problems,
and finally we develop experimental designs to analyze the resulting
questions. The final section addresses the question whether EDM might
have the potential for becoming a research paradigm and how applying
this perspective might contribute to the development of knowledge in
entrepreneurship.



2
Characterizing the EDM Lens: Theoretical

Definition and Example

Any decision process consists of four successive steps: (1) The per-
ception of information from the environment, (2) the processing of
the perceived information, (3) the (intuitive) optimization process
which identifies the best alternative, and finally (4) the decision, which
manifests itself in the selection of the best alternative through a specific
course of action.

According to Connolly et al. (2000, p. 4) an individual needs four
types of information for selecting the best alternative:

1. What are the alternative courses of action?
2. What are the events that could follow from these actions?
3. What is the likelihood of each event?
4. What is the value of each event to me?

Two different factors moderate the decision process: (1) Individ-
ual preferences have an impact on how a person evaluates the attrac-
tiveness of an alternative and (2) the heuristics an individual uses
may lead to biases. Specifically, from an economic perspective and
under the assumption that information is not asymmetrically dis-
tributed, only the individual preferences lead to behavioral differences
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between individuals in a situation. From a psychological perspective,
the perception and processing of information as much as the (intuitive)
optimization process (Lévesque and Schade, 2005) used by individuals
influence the selection of a preferred course of action.

To illustrate the use of experiments for the investigation of an
entrepreneurship phenomenon within a decision-making framework,
we use the following example: Several econometric studies show
that entrepreneurs on average tend to work longer hours for lower
average wages than employees (Parker et al., 2005; Carrington et al.,
1996; Hamilton, 2000). Without the decision-making perspective, i.e.,
without considering the individual decision-making process, these
studies could only consider macroeconomic variables such as tax
policy or insurance systems for entrepreneurs that might influence
entrepreneurs’ labor supply. Adopting the individual decision-making
perspective, i.e., the methodological individualism from microeco-
nomics or a psychological perspective, allows for many additional expla-
nations of the results in econometric studies. For example, Parker et al.
(2005) interpret the significant effect of entrepreneurs’ income vari-
ability on labor supply as self-insurance. Specifically, they find that if
entrepreneurs respond to greater income variability by working harder
to make their income larger, they end up working longer hours than
employees do. However, such individual-based interpretations of econo-
metric studies remain speculative due to two main reasons. First, the
causal relationship between variables cannot be clearly identified in
econometric studies. Second, omitted unobserved variables that mod-
erate the relation between two variables may lead to alternative expla-
nations. An alternative explanation of the results in Parker et al. (2005)
might be that management qualities differ between individuals. Some-
one who has difficulties in managing her daily business has to work
longer for completing the same task and besides external factors this
lack of efficiency may lead to income variability.

Using an experiment for the research question why entrepreneurs
work longer average hours than others would circumvent the
above mentioned problems. Experiments do not ex post apply the
decision-making perspective to some econometric results but already
before the data are collected, i.e., when the research hypotheses
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are stated. Through direct or indirect control, an experimenter can
then establish causality and additionally exclude alternative inter-
pretations by measuring potentially important variables such as risk
propensity.

What is the advantage of adding a decision-making perspective?
Does it help us to understand phenomena in entrepreneurship better?
The major advantage of applying the EDM perspective to understand-
ing, e.g., the time allocation of entrepreneurs, appears to be the close-
ness to actual entrepreneurial behavior potentially leading to higher
external validity — contrary to the fact that laboratory research is
often considered artificial (Campbell and Stanley, 1963; Schade, 2005).

Second, important antecedents of decisions on time allocation can
only be understood via experimental manipulation. This point is illus-
trated in the example above where we speculate about alternative
explanations for the high labor supply of entrepreneurs.

Finally, in entrepreneurship the behavior of the individual is often
the main focus. For example, questions such as why some individu-
als found a venture and others do not or why entrepreneurs recog-
nize opportunities that others do not illustrate the main avenues in
entrepreneurship research. Shaver and Scott (1991) pointed out that
despite the failure of entrepreneurial trait research it was still the indi-
vidual who created a new venture. This statement was meant to imply
that although the psychological trait approach did not deliver coherent
results on the entrepreneurial personality, the individual as the creator
of the new firm might still be worth being investigated.

We would like to suggest that economic decisions of entrepreneurs
are often the appropriate level of analysis since decision making is at
the core of entrepreneurial activities. Hence, we expect that experimen-
tal studies comparing economic decisions of entrepreneurs with those
of other individuals will lead to more consistent patterns of behav-
ioral differences between entrepreneurs and others than applying a trait
approach.

We acknowledge, however, that often it is inevitable to look at
entrepreneurship phenomena on a meso or macro level. Either there is a
lack of individual-level data, or it is impossible to get such data (Schade,
2005), or there are effects that might be called “system dynamics” that



90 Characterizing the EDM Lens: Theoretical Definition and Example

actually require macro analysis; what happens on a macro level cannot
easily be understood by aggregating individual-level data. An example
would be the analysis of regional development that cannot be inferred
from individual decisions because of, e.g., network externalities (e.g.,
Bass (1969) and Minniti (2005)).



3
Experiments as a Research Method

So far we explained two general advantages of the use of experiments
for our purposes: (1) in an experiment, the EDM approach to concen-
trate on the individual is translated into an appropriate research design
that also focuses on the individual; (2) experiments are a superior solu-
tion to the internal validity problem of empirical research (the influence
of third variables is controlled and causal relationships can be estab-
lished). Besides these two advantages, experiments are especially suited
to investigate entrepreneurial decision making also due to an addi-
tional reason. In entrepreneurship many objects and relationships to
be researched are dynamic or are embedded in a dynamic environment.
These dynamics potentially threaten the reliability of ostensibly iden-
tified relationships in field studies. Only with experimental control, the
factors of interest may be discriminated from “noise” of other rapidly
changing factors (for a detailed reasoning see Schade (2005, p. 409)).

The first economic experiments were thought experiments in which
the author constructed a hypothetical problem and suggested a solu-
tion (e.g., Allais (1953) and Bernoulli (1954)). The reader could agree
or disagree on the proposed solution. No results of other individuals
were reported and also no incentives were available (Sorensen, 1992).

91



92 Experiments as a Research Method

Since thought experiments were not appropriate to test more com-
plex real-life phenomena, researchers further developed the experimen-
tal methodology (Pogrebna, 2007).1

Those who explicitly attempt to classify experiments will notice
that there are many possibilities and no classification so far leads to
sharply bounded categories (see, e.g., Kagel and Roth (1995, p. 22)).
For experiments in entrepreneurship research such a classification was
not yet attempted. We would like to introduce such a classification.
Harrison and List (2004) define six dimensions to describe field exper-
iments (see also Pogrebna (2007)): nature of the subject pool, nature
of the information that the subjects bring to the task, nature of the
commodity, nature of the task or trading rules applied, nature of the
stakes, and nature of the environment that the subjects operate in.
However, since we do not restrict our analysis to field experiments, we
propose the modified classification in Table 3.1. Note that the transi-
tions between the categories are sometimes blurred.

With natural experiments in the field, the manipulation oftentimes
results from an event occurring outside the experimenter’s control such
as testing a new learning program only in a subset of schools (the other
schools becoming the control group). However, the selection of a sub-
group of schools analyzed in the study may have been the result of
an experimenter’s decision, too. Hence, what discriminates a natural
experiment from laboratory experiments is not necessarily the degree
of control but rather the artificiality of the testing environment in the
latter. According to Harrison and List (2004, p. 1014), in natural exper-
iments “. . . the environment is one where the subjects naturally under-
take these tasks and where the subjects do not know that they are in an
experiment.” Prominent examples for natural experiments are studies
on risk taking behavior in game shows (e.g., Blavatskyy and Pogrebna
(2008)) and the attempts to manipulate naturally occurring betting
markets (Camerer, 1998).

Opposite to natural experiments, economic experiments in the lab-
oratory allow the experimenter to manipulate different treatments

1 There are important examples for thought experiments in philosophy, and thought exper-
iments might sometimes help understanding basic premises of behavioral theories. As an
empirical tool, however, their use is somewhat limited because of a lack of reliability,
objectivity, as well as internal and external validity.
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94 Experiments as a Research Method

explicitly. However, due to this manipulation the artificiality of the
context increases compared to natural experiments. In entrepreneurship
research, most laboratory experiments test (behavioral) game theoretic
predictions such as overconfident behavior with market entry (e.g.,
Camerer and Lovallo (1999)).2 Hybrid forms of experiments are those
conducted in a mobile laboratory (see Harrison et al. (2002 and 2007)
and Burks et al. (2007)). These author teams install a laboratory in the
natural context of a nonstudents subject pool such as a trade fair and
at the same time present controlled artificial treatments to the subjects.
Stakes are usually low unless subjects playing for real are determined
randomly ex post (a technique introduced by Bolle (1990) and applied
by Schade et al. (2002); more details are provided in subsection 4.4).

Hypothetical experiments do not include any performance-
dependent payments but only a flat participation fee that is not related
to an individual’s decision behavior, or nothing is paid at all. Since
subjects are mostly not required to come to the laboratory but the
experiments are carried out in the form of questionnaires, hypothetical
experiments of this type are often used to investigate entrepreneurs’
or managers’ behavior; the latter having high opportunity costs so
that traveling to the lab may just be too “expensive.” We subdi-
vide hypothetical experiments with respect to the experimental design:
between-subject, within-subject, and conjoint experiments — the first
two are also relevant with economic experiments. We also include quasi-
experimental studies which compare different natural groups of subjects
confronted with the same conditions (i.e., no experimental manipula-
tion but rather a selection of individuals). Quasi-experimental studies
are also relevant with economic experiments.

Before we describe the experimental studies in entrepreneurship,
we further introduce the experimental method and its characteristics.
Section 4 is mainly based on the seminal publications of Campbell
and Stanley (1963) as well as Friedman and Sunder (1994). Whereas
the former authors adopt the general perspective of experiments in
social sciences, Friedman and Sunder (1994) concentrate on economic
experiments.

2 We consider the paper by Camerer and Lovallo a contribution (also) to entrepreneurship
although the authors or some readers may not agree.



4
Experiments

4.1 Experimental Designs

Depending on the research question, researchers are usually interested
in the effects of a few variables only: the focus variables. However, when
measuring the effect of focus variables, researchers should keep track of
several other variables of little or no direct interest, the nuisance vari-
ables, because they may affect the results. Which variables are focus
variables and which are nuisance variables depends on the research
question. With the help of different experimental designs, researchers
can disentangle the effects of variables, i.e., they can avoid confound-
ing the effects of two or more variables (Friedman and Sunder (1994,
p. 21)). For example, Burmeister and Schade (2007) focus on the status
quo manipulation in their study but also measure variables such as gen-
der and years of professional experience. Typically, the effect of focus
variables is theoretically developed in a paper whereas nuisance vari-
ables are measured because prior research or the researcher’s intuition
gives some hints for possible effects.

Friedman and Sunder (1994) differentiate between direct experi-
mental control via constants and treatments and indirect control via
randomization. Controlling a variable directly in an experiment implies

95
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that either the variable is kept constant at some convenient level or
two or more different levels of a variable are chosen that the researcher
expects to influence the dependent variables. For example, if it is sup-
posed that outcome variability influences the entrepreneur’s choices as
in Forlani and Mullins (2000), an experiment can test the effect of dif-
ferent values of this variable (e.g., high vs low outcome variability). The
variables that are controlled at two or more levels are called treatment
variables.

If it is difficult or even impossible to control certain variables,
researchers often apply indirect control. For example, a subject’s fatigue
or boredom is often not adequately measurable. According to Friedman
and Sunder (1994), such uncontrolled nuisances might cause inferential
errors if they are confounded with the focus variables. Staying with
the study by Forlani and Mullins (2000), a third unobserved variable
such as having experienced a negative profit in the past might moder-
ate the relationship between outcome variability and the entrepreneur’s
choices. Randomization is a remedy because it provides indirect control
of uncontrolled or even unobservable influences by ensuring their inde-
pendence of treatment variables. A successful randomization should
ensure that the fraction of entrepreneurs with negative profit expe-
riences is about the same in both groups. The basic idea is to assign
chosen levels of the treatment variables in a random order. For example,
when subjects arrive, a researcher should not assign all the early birds
to one treatment and the late arrivals to the other treatment (Friedman
and Sunder, 1994). If the assignment is randomized, researchers can be
confident that, e.g., the entrepreneur’s choices result from differences
between the treatments and not from unobserved third variables.

Campbell and Stanley (1963, p. 6) expressed the core idea of exper-
iments in the following way: “Basic to scientific evidence is the process
of comparison, of recording differences, or of contrast. Any appearance
of absolute knowledge, or intrinsic knowledge about singular isolated
objects, is found to be illusory upon analysis. For such a comparison
to be useful, both sides of the comparison should be made with similar
care and precision.” Investigating the success of a government program
to foster entrepreneurship requires the comparison with a control group
that is not treated by the program. Omitting such a comparison group
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does not allow for reliable results. How these comparisons are supposed
to be made is a matter depending on the situation. Textbooks such as
Campbell and Stanley (1963) as well as Levine and Parkinson (1994)
describe the advantages and disadvantages of different experimental
designs for different situations extensively. Experimental designs that
vary levels of the focus variable across subjects are typically called
between-subjects designs and those that use several different levels for
each subject are called within-subjects designs (Friedman and Sunder,
1994, p. 25).

4.2 Quality Criteria

The quality of an empirical study may be examined with three cri-
teria: internal validity, external validity, and reliability.1 The most
important quality criterion is internal validity: “Internal validity is
the basic minimum without which any experiment [or other empiri-
cal study] is uninterpretable: Did in fact the experimental treatments
make a difference in this specific instance?” (Campbell and Stanley,
1963, p. 5). The second quality criterion, external validity, is defined as
follows: “External validity asks the question of generalizability: To what
populations, settings, treatment variables, and measurement variables
can this effect be generalized?” (Campbell and Stanley, 1963, p. 5).
Reliability is the third important quality criterion for empirical
research. It is considered a major criterion for research in psychology
and economics (Krahnen et al., 1997); hence it should be important for
entrepreneurship research as well. It addresses the degree of accuracy
or error-freeness of a measurement (for a definition see Green and Tull
(1988, pp. 253–256); see also Nunnally and Bernstein (1994)). Reliabil-
ity is often measured via the ratio of true variance of the variable over
total variance of the measure.

Often, validity criteria are perceived as being in conflict. The typi-
cal chain of arguments looks like this: A highly controlled environment,
i.e., the laboratory, facilitates high reliability and high internal validity;

1 Objectivity is another quality criterion that is related to replicability of a study. We are
not dealing with the objectivity problem in this paper because dealing with this criterion
goes far beyond our introductory thoughts on experiments.
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however, it often reduces external validity. Hence, controlled laboratory
experiments often score on the first two by sacrificing the third. How-
ever, this “rule” may not always hold in entrepreneurship research. In
situations characterized by high dynamics, questionnaires, field exper-
iments, and other activities outside a controlled environment may lead
to mere snapshots of reality. In such situations, a controlled laboratory
experiment may also lead to higher external validity (for a detailed
reasoning see Schade (2005)).

4.3 Experimental Subjects

Researchers who have to make a decision about the subject pool might
consider the following dimensions: students vs nonstudents, novices vs
experts in the domain of the experimental task, graduates vs under-
graduates, volunteers vs draftees, acquaintances vs strangers, and males
or/and females (Friedman and Sunder, 1994). Although the choice of
the population for an experiment has to be determined for each research
question separately, in this section we would like to reproduce some of
the controversial discussions on students and professionals as experi-
mental subjects.

In the early management literature, the argument prevails that
students are a narrow and special segment of the general population
and thus undermine the external validity of experiments (e.g., Cunning-
ham et al. (1974) and Enis et al. (1972)). Fleming (1969) and Alpert
(1967) also cast doubt upon the validity of using students as subjects
in business decision research.

On the other hand, the literature on experimental economics
suggests the following reasons for the use of students in experiments:
(a) researchers have a ready access to the subject pool, (b) it is con-
venient to recruit students on university campuses where most of the
research is carried out, (c) students have low opportunity cost, (d) stu-
dents have a relatively steep learning curve, and (e) they have a lower
tendency to confound external information with the experimental task
(Friedman and Sunder, 1994, p. 39).

Those researchers that criticize the use of students in experiments
should know that the use of business professionals may solve some
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problems but create others (Friedman and Sunder, 1994, p. 40). For
example Burns (1985) reports on an experiment with professional wool
buyers and students that should test a progressive auction type. The
author reports that the wool buyers in this experiment reacted not to
the opportunities and incentives present in the experimental market
but to those present in other situations with which they were familiar.
In order to measure reactions to experimental conditions, it is unpro-
ductive to choose subjects whose prior experience is contrary to the
current design requirements, for they will have difficulty in adjusting
to a new frame of reference and will consequently have a suboptimal
behavior (Burns, 1985, p. 152). Abbink and Rockenback (2006) refer to
the observation that professionals transfer routines of every day work
situations to the lab situation as the “curse of knowledge.”

To resume the controversial opinions, we believe that it is essential
for a researcher to carefully analyze the appropriateness of different
subject pools for his research. In case entrepreneurs or managers with
their experience and personal characteristics are the main focus of the
research question, they should be chosen as subject pools. On the other
hand, students are the better subjects when, e.g., the efficiency of differ-
ent market mechanisms should be investigated and confounding effects
with external information are expected.

However, we feel that the parallel use of students and entrepreneurs
may often provide a more complete picture. In this regard, new meth-
ods or technologies such as mobile labs, web-based experiments, and
experiments in virtual worlds may facilitate to reach professionals
and to investigate their behavior under controlled conditions. Using
mobile computers allows participation in entrepreneurs’ fairs or meet-
ings, instead of hoping that entrepreneurs come to the laboratory or
living with the limitations of experiments on the Internet or question-
naires sent by email or regular mail. Using mobile labs, researchers can
produce the controlled environment of experiments whilst overcoming
the problem of getting practitioners into the lab. Even though this
methodology is only in its infancy, Elston et al. (2005, 2006) measured
the risk attitudes of entrepreneurs in an incentive-compatible manner
and investigated a market entry decision of entrepreneurs by using a
mobile lab at an entrepreneurship fair.
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Gatewood et al. (2002) conducted a web-based experiment and
discussed the advantages and disadvantages compared to traditional
laboratory experiments. With web-based studies the time frame to con-
duct an experiment is not limited and no particular time and place of
participation has to be announced to potential subjects. (An exception
would be a simultaneous game where every subject has to participate
at the same time because the interaction between different subjects is
of main interest.) However, potential advantages of web-based studies
may easily turn into disadvantages. Gatewood et al. (2002) report on
high variance of page hits and viewing times, suggesting the possibil-
ity of measurement problems. Whereas very long viewing times might
be interpreted either as subjects carefully considering their decision
but also as subjects parallely engaging in some additional activities,
short viewing times may indicate that some of the subjects just clicked
through the task.

4.4 Actual vs Hypothetical Decisions

Experiments have a long tradition in psychology especially when indi-
viduals, instead of organizations, are the object of interest. However,
there are some major differences between experiments in psychology
and experiments in economics. The major difference is that the experi-
mental economics paradigm requires monetary incentives coupled to an
individual’s performance (she may get, e.g., 3 for a poor decision, but

20 for an excellent decision in an economic experiment). Another dif-
ference is that in economic experiments, there is no cheating on the side
of the experimenter. This implies that economic experiments are more
costly and less flexible. Possible payment levels and potential subjects
are restricted since you can ask people to imagine winning 1,000,000
but not actually pay them such a large amount of money. Only students’
behavior may be influenced by performance dependent payments given
the average level of payments an experimenter can afford. However,
Bolle (1990) suggests how experimenters can afford to implement high
stakes decisions without overrunning their experimental budget. Schade
et al. (2002) applied this technique and investigated the willingness-to-
pay for an insurance policy protecting a painting or a sculpture. It was
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announced that only one painting and one sculpture would be origi-
nals, each worth 2,000 DM; if they were forgeries, they would have a
value of zero. All participants knew that two persons in the experiment
would have the original art objects and that these individuals would
be determined by a random draw. Thus individual decisions involving
large stakes were made as if the art objects were real without stressing
the experimenter’s budget too much.

However, when the level of payments is satisfactory and their
variation sufficient, the major advantages of such performance based
payments are the incentives to actually concentrate on the experimen-
tal stimuli (and react to them) and hence the measurement accuracy.
Economic experiments are therefore called incentive compatible (see,
e.g., Smith (1994), Friedman and Sunder (1994), Camerer (1995), Kagel
and Roth (1995)).

The theoretical basis of incentive compatible economic experimen-
tation is the Induced Value Theory of Vernon L. Smith (1976), one
of the two 2002 Nobel laureates in economics (the other being Daniel
Kahneman), where monotonicity (more is better than less), salience
(impact of the quality of an individual’s decision on expected payoffs
from the experiment, and the respondents’ awareness of this relation-
ship), and dominance (nothing is more important for the respondent’s
utility than the experimental payoffs) are required of economic experi-
ments. An example for the violation of monotonicity is that a respon-
dent prefers a sure transfer of 12 to a sure transfer of 20. An example
for the violation of salience is that a better decision in an experiment
does not lead to a higher expected payoff or that the relationship is
not clear from the experimental instructions (e.g., both good and bad
decisions seem to lead to a payoff of 12). From our perspective, the
dominance criterion is the most questionable criterion. Dominance is
violated when individuals chose the alternative they would “like” more
or chose an alternative that is displayed in their preferred color on the
computer screen in the laboratory (e.g., the one with the “red button”)
instead of reacting to the monetary incentives. The strict compliance of
the dominance criterion would negate any framing effects and thus an
important stream of literature (e.g., Tversky and Kahnemann (1981)).
Moreover, the neglection of naturally framed decision scenarios would
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lead to a higher artificiality of lab experiments. We propose that the
dominance axiom should be purposely violated or tested like for exam-
ple in Weber and Zuchel (2005) who test the effects of prior outcomes
on risk attitude in a portfolio decision and in a (neutrally framed)
two-stage betting game.

If the above requirements are met, according to Nobel laureate
Vernon Smith’s parallelism concept, results will carry over to the world
outside the laboratory. Propositions about the behavior of individuals
and the performance of institutions, which have been tested in lab-
oratory microeconomies, apply also to nonlaboratory mircoeconomies
where similar ceteris paribus conditions hold (Smith, 1982, p. 936). It is
the burden of the researcher to state what is different about the outside
world and might change results observed in the laboratory (Friedman
and Sunder, 1994, p. 16). Since we suggested violating the dominance
axiom, one might be skeptical that our results will still hold in the world
outside the laboratory. However, we expect them to even be more pre-
dictive, as long as the framings used in the experiment match with the
situation outside the laboratory that is supposed to be predicted.



5
Experimental Studies on Entrepreneurial

Decision Making

In Table 5.1, we distinguish decision experiments from nondecision
experiments and only the design of the decision studies will be described
in greater detail. From our perspective, this distinction is important and
useful. All studies that investigate individual decision-making behavior
are consistent with our EDM perspective including the step that would
directly precede such a decision — the comparison of the attractiveness
of economic alternatives. Although experiments that analyze knowl-
edge, (distortions of) perceptions and beliefs, as well as general eval-
uations might be perceived as potentially leading to decisions as well,
they are somewhat farther away from them. Up to now, experiments on
knowledge, perception, etc. are far more frequent than decision exper-
iments. Table 5.1 reports on such studies. Some of the decision experi-
ments are reported two or three times in this table because they belong
to several categories, i.e., they are quasi-experimental and contain
between and/or within-subjects manipulations.

5.1 Quasi-experimental Papers

The studies containing quasi-experimental elements illustrate
the importance of comparing different groups of individuals in
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Table 5.1 Experimental studies in entrepreneurship: discriminating between studies within
and outside the EDM perspective.

Quasi-experiments
Within-subjects

experiments
Between-subjects

experiments
Decision

experiments
(including
judgment of
economic
alternatives)

• Palich and
Bagby (1995).

• Busenitz and
Barney’s (1997)
study on the
representative-
ness bias.

• Bouckaert and
Dhaene (2004):
strategic.

• Burmeister and
Schade (2007).

• Forlani and
Mullins (2000).

• Mullins and
Forlani (2005).

• Lévesque and
Schade (2005).

• Burmeister and
Schade (2007).

Conjoint experiments:

• Riquelme and
Rickards
(1992).

• Muzyka et al.
(1996).

• Franke et al.
(2006).

• Moore and
Cain (2007):
strategic DM.

• Krueger and
Dickson
(1993).

• Camerer
and Lovallo
(1999):
strategic.

• Gatewood
et al. (2002):
judgment.

• Mullins and
Forlani
(2005).

• Lévesque
and Schade
(2005).

• Elston et al.
(2006):
strategic.

• Burmeister
and Schade
(2007).

Nondecision
experiments but
rather experiments
on the
measurement of
knowledge,
(distortions of)
perceptions and
beliefs, general
evaluations, etc.

• Begley and Boyd (1987).
• Cooper et al. (1988).
• Kaish and Gilad (1991).
• Busenitz and Barney’s (1997) study on overconfidence.
• Baron (1999).
• Mitchell et al. (2000).
• Amit et al. (2000).
• Baron et al. (2001).
• Mitchell et al. (2002).
• Peterman and Kennedy (2003).
• Baron and Markman (2003).
• Forbes (2005).
• Maurer and Schade (2006).
• Baron and Ensley (2006).
• Baron et al. (2006).
• Souitaris et al. (2007).
• Brundin et al. (2008).
• Fiet and Patel (2008).
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entrepreneurship research. This research is in line with Shane and
Venkataraman’s (2000, p. 218) major research questions in entre-
preneurship: “why, when, and how some people and not others discover
and exploit (. . . ) opportunities.”

A considerable amount of entrepreneurship literature deals with the
comparison of entrepreneurs and nonentrepreneurs, mostly managers.
By contrasting both groups’ responses to the same stimuli, researchers
try to better understand entrepreneurs and to move toward a the-
ory of entrepreneurship. Papers on entrepreneurial cognition (Mitchell
et al., 2007; Busenitz and Lau, 1996) are a representative segment in
entrepreneurship that is built upon qualitative and quasi-experimental
methods. However, these studies do not apply a decision-making per-
spective but analyze processes that are more distant from economic
decisions.1 In the following, we present some examples for exper-
iments that apply the decision-making perspective in the field of
entrepreneurship.

Busenitz and Barney (1997) investigate how entrepreneurs and man-
agers differ in their tendency to be overconfident and fall prey to the
representativeness bias. We classify this study as a quasi-experiment
since it compares the behavior of two natural groups and does not
use any experimental manipulation. This study offers a nice exam-
ple for both a decision-making and a nondecision-making experiment.
Whereas their test of the representativeness bias involves decisions in
two different scenarios (purchase of a major piece of equipment and
an automation update decision), they test overconfidence with differ-
ent knowledge questions (e.g., Which cause of death is more frequent
in the US? (A) cancer of all types (B) heart disease) that we do not

1 In the following, some examples for (quasi-)experimental studies in entrepreneurship that
do not adopt a decision making perspective are described: Forbes (2005) determined vari-
ables that influence overconfidence of entrepreneurs and managers. Baron (1999) compared
the tendency for counterfactual thinking between three natural groups — entrepreneurs,
potential entrepreneurs, and nonentrepreneurs. Baron and Ensley (2006) contrast novice
and experienced entrepreneurs with regard to their opportunity detection abilities. Kaish
and Gilad (1991) compare characteristics of company founders and executives of a large
company. Baron and Markman (2003) investigate social competence of entrepreneurs in
two different industries. Begley and Boyd (1987) also compare founders and nonfounders
with respect to psychological characteristics, financial performance, individual, and firm
characteristics.
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consider economic decisions or evaluations directly preceding them. The
authors find that entrepreneurs are more overconfident and fall prey to
the representativeness bias more often than managers.

Palich and Bagby (1995) compare how entrepreneurs and nonen-
trepreneurs perceive strengths and weaknesses of business opportuni-
ties. Although the subjects in this study do not directly make a decision
but rather evaluate strengths and weaknesses of a business opportunity,
we incorporate it in our framework because evaluations of the reported
kind would directly precede a decision on these opportunities.

The study of Bouckaert and Dhaene (2004) investigated Belgian and
Turkish businessmen playing an inter-ethnic trust game. This game was
not played in the laboratory but it was conducted almost simultane-
ously in the entrepreneurs’ shops or homes. In the first stage of a trust
game, player 1 decides how to split a given amount of money between
himself and player 2. The amount that is transferred to player 2 is then
tripled by the experimenter. In the second stage, player 2 decides how to
divide the amount received between himself and player 1. The amount
of money that is transferred is often interpreted as an indicator of trust.
This experiment is incentive-compatible since the entrepreneurs’ deci-
sions and the decisions of their counterpart fully determine the payoffs.
Interestingly, the amount transferred in the second stage was larger
than the amount of the first stage irrespective of ethnic type. This
study is a good example of how experiments may be conducted in the
field without losing control.

5.2 Experimental Papers with a Within-Group Manipulation

A within-subject design was used by Forlani and Mullins (2000) to
investigate the role of entrepreneurs’ risk perception and risk propen-
sity in the venture founding process. Instead of comparing different
groups of individuals or relying on a between-group manipulation
based on randomization, these authors presented a set of four differ-
ent stimuli to the subjects. Specifically, entrepreneurs evaluated four
hypothetical ventures that differed on the two dimensions outcome vari-
ability and potential loss. Forlani and Mullins (2000) found that risk
propensity and the evaluation of the perceived risk for each venture
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significantly influences entrepreneurs’ choices. An argument against a
within-subject-design would be that subjects have difficulties distin-
guishing between their decisions in different scenarios or that the deci-
sions are not independent. Specifically, the high income variability of
the first venture description emphasizes variability. Hence, individuals
may weigh this attribute more when they evaluate the second venture
than if this decision were not preceded by a high-variability venture.
It is well-known from behavioral decision theory that prior experiences
or more general framing effects influence the decision making of indi-
viduals (e.g., Tversky and Kahnemann (1986)). A possible solution
that mitigates this problem is to vary the sequencing of different sce-
nario descriptions. Since Forlani and Mullins (2000) rotated the ven-
ture descriptions and did not report on any significant differences in
the choice behavior, we can abstain from possible order effects in this
study.

5.2.1 Conjoint Experiments as a Subgroup of
Within-Subjects-Design Experiments

Conjoint experiments are an established research method for the
analysis of multi-attribute decision making. The method has its roots
in cognitive psychology and marketing and is mostly used to under-
stand the importance of attributes with new products (Green and
Srinivasan, 1978). Introducing conjoint analysis to entrepreneurship,
Riquelme and Rickards (1992, p. 508) state that the method “has
potential for use in almost any scientific field where measuring peo-
ple’s perceptions or judgments is important.” According to their pref-
erences, respondents in an experiment have to rank a set of different
products that are described or illustrated on multiple dimensions (full-
profile ranking). In entrepreneurship research these profiles are often
different venture descriptions that are ranked by VCs according to their
investment preference (e.g., Riquelme and Rickards (1992), Franke et al.
(2006), Shepherd (1999), Zacharakis and Meyer (2000)). Shepherd and
Zacharakis (1999) consider conjoint analysis as a real-time method that
eliminates many biases resulting from post-hoc methodologies such as
recall difficulties and post-hoc rationalization. In order to get a better
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understanding of the research questions that are investigated with this
method, we provide some example studies.

In their pilot study, Riquelme and Rickards (1992) investigated how
VCs select start-ups for financing. They found that there are two stages
of evaluation. In the first stage, VCs focus on a small subset of crite-
ria (here: entrepreneur’s experience and the existence of a prototype)
in a noncompensatory way. Applying noncompensatory decision rules
means that an unacceptable value on an attribute dimension cannot
be compensated by a high value on another dimension. Thus, venture
descriptions that lack a prototype and entrepreneur’s experience are
immediately eliminated from the process of further evaluation. In a
second stage, VCs only consider those ventures that reach the pre-
defined value on the two dimensions: existence of a prototype and
entrepreneur’s experience. In this second phase, the evaluation is based
on compensatory decision rules, i.e., a low but acceptable value on
one dimension can be offset by a high value on another. Riquelme and
Rickards (1992) identified expected product gross margin and the exis-
tence of a patent as the most important criteria in this phase. We think
that this paper has opened conjoint analysis the door to entrepreneur-
ship research. The authors stimulated various further studies on deci-
sion criteria of VCs. Despite its merits, for critical purposes we have
to mention that only six VCs participated in the study and evaluated
30 full profile business start-ups.

Franke et al. (2006) used this criticism as a starting point and
increased the number of participants in order to investigate VCs’
decision criteria. These authors use the heuristics-and-biases perspec-
tive as a theoretical background for their study and find that VCs
favor teams that are similar to themselves in type of training and pro-
fessional experience. Opposite to previous studies (with the exceptions
of Shepherd et al. (2003), Zacharakis and Shepherd (2001)), Franke
et al. (2006) do not assume that VCs objectively (or unbiased) assess
new venture quality but also fall prey to cognitive biases like most
individuals. Franke et al. (2006) used a conjoint data design in order
to vary the characteristics experimentally. They collected 20 evalua-
tions from 26 VC firms in three cities. Since the characteristics of the
venture team were identified as predominant in the evaluation process
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(Zopounidis, 1994), the authors only experimentally varied team char-
acteristics and left prototype and patent existence, cost saving potential
as well as potential customers unchanged across all venture profiles.
This procedure is comprehensible in order to reduce the number of
profiles. However, the systematic within-subject variation of team char-
acteristics might have made these dimensions more salient compared
to other nonteam related dimensions. Although we know that team
characteristics are predominant in VCs decision-making processes, with
this experimental design the predominance might have been even more
pronounced or primed than we would expect with actual financing
decisions. Considering only the contribution of team characteristics
to the evaluation of new ventures might induce bias compared to the
“true” underlying decision mechanism. However, the issue that frames,
priming, and elicitation procedures influence decision behavior is known
for a long time (Tversky et al. 1988 and 1990). We are not able to pro-
pose an easy solution to this issue but we think researchers that conduct
empirical studies should at least be aware of this effect and probably
discuss the robustness of their results in the light of these phenomena.

Opposite to the previous conjoint studies, Muzyka et al. (1996)
investigated which trade-offs in investment criteria European VCs make
and thus did not use venture descriptions with the full set of cri-
teria. According to the authors, this multi-attribute procedure has
advantages when the investigated attributes are not environmentally
correlated. In a first step, Muzyka et al. (1996) identified 35 individual
criteria from the literature and from interviews with VCs. For the anal-
ysis, these 35 criteria were grouped into five general categories. Similar
to the other studies that investigate decision criteria of VCs, Muzyka
et al. (1996) identified management team criteria as the most important
ones. Product-market criteria appeared to be only moderately impor-
tant. The fund and deal characteristics were ranked as least important.

5.3 Experimental Papers with a Between-Group
Manipulation

Although we analyze the study of Burmeister and Schade (2007)
in the between-subject-design section, it also has quasi-experimental
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and within-subject-design characteristics. The between-subject design
results from the classic measure of the status quo bias. The effect that
people overproportionately often decide for the status quo option is
measured between groups. Each individual was either assigned to a
treatment group in which one option from the choice set is empha-
sized as the status quo or to the neutral nonmanipulated control
group. With this design, we were able to measure the strength of the
status quo bias for each group of individuals (entrepreneurs, students,
and bankers). This comparison between natural groups is the quasi-
experimental part of the study. Furthermore, in order to test the sta-
tus quo bias in different situational contexts, each subject made six
choices in both consumer and business contexts. Manipulating differ-
ent contexts (e.g., buying a digital camera or renting new office space)
within-subjects is a common procedure.

Building on their study from 2000, Mullins and Forlani (2005) used
a 2 × 2 between-subjects experiment to investigate the influence of
sources of funding for the venture and suitability of the entrepreneur’s
skills on the decision for a new venture. The use of a between-subject
design by the same author team for a similar question emphasizes the
differences between both types of manipulation. Whereas we assume
in a within-subject manipulation the spillover effects of prior scenario
descriptions on the subsequent scenarios to be quite low, a between-
subject design signals that such spillover effects may bias decision
behavior to a larger extent. Thus according to Mullins and Forlani
(2005), variability of outcome and size of a potential loss may lead to
no or a negligible spillover effect and are therefore manipulated within-
subjects. On the other hand, source of funding and personal experience
are varied between-groups since their variation in sequential descrip-
tions is expected to impact subsequent decision-making behavior.

The internet-based study of Gatewood et al. (2002) investigates how
the type of feedback (positive or negative) impacts on expectations
regarding a future business start-up. The authors used undergraduate
business students for their investigation. First, students completed an
Entrepreneurial Attitude Questionnaire, a 35-item instrument to mea-
sure beliefs about one’s entrepreneurial attitudes and values (Shaver
et al., 1996). Afterwards, the subjects randomly received a positive or
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negative feedback about their potential as an entrepreneur regardless of
actual ability. Of course, subjects believed that this feedback was based
on the first survey instrument. Gatewood et al. (2002) provided 48 dif-
ferent feedback possibilities in total in order to avoid that students get
the same feedback when they were sitting next to each other by chance
in a laboratory. Afterwards, students read a business case and were
instructed to answer five questions about the future potential of the
new venture. In the third and last part of the questionnaire, the authors
measured subjects’ expectations for starting a business in general. Sub-
jects were informed that three winners of a monetary prize would be
chosen based on their performance answering the case questions. This
is an interesting form of compensation since it sets incentives for a
diligent completion of the questionnaire without directly relating each
decision to monetary consequences. It turned out that neither effort
nor the quality of the answers to the case study questions is signifi-
cantly influenced by the kind of feedback. However, individuals receiv-
ing positive feedback about their entrepreneurial abilities had higher
entrepreneurial expectations than individuals receiving negative feed-
back. Gatewood et al. (2002) consciously chose student subjects since
with entrepreneurs their prior real success may influence their expec-
tations. Thus, the authors directly avoided the problems that Burns
(1985) reported on using professionals.

Lévesque and Schade (2005) rely on business and economics stu-
dents for testing benchmark predictions from an economic model that
the authors complement with predictions based on behavioral decision
theory. In their paper, the authors first investigate how individuals dis-
tribute their time between leisure and working activities and second
how individuals divide their working time between their newly formed
venture and a wage job. The experiment contains four factors that are
manipulated either within or between subjects. Specifically, Lévesque
and Schade (2005) vary work tolerance between groups (8 hours vs
12 hours). Moreover, each subject had to decide on the number of hours
to be allocated to a new venture for multiple situations (within-subject
factors): low versus high venture leverage, increasing versus decreasing
rate of return from time allocated to the venture, and low versus
high wages. The use of an experiment is the only appropriate research
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method since the model’s conditions are predetermined and too com-
plex to test in reality. Of course, testing the theoretical predictions with
a subject pool of actual entrepreneurs and using incentive-compatible
mechanisms are further advancements that are worth doing in order
to investigate the question of time allocation. Lévesque and Schade
(2005) find that subjects do not rationally optimize but rather use the
anchoring-and-adjustment heuristic and tend to avoid extreme values
when determining the number of working hours they assign to the newly
formed venture. Moreover, subjects’ risk attitude influenced decisions
and new ventures were perceived too risky relative to wage jobs.

Krueger and Dickson (1993) examined the effect of self-efficacy
on perceptions of opportunity and threat. Instead of measuring self-
efficacy, the authors manipulated this attribute in their student sample.
The experimental design looks as follows: subjects reported basic
measures of their perceptions of self-efficacy and received two sepa-
rate decision tasks (a choice dilemma and a gamble) that they had to
evaluate with respect to opportunities and threats. The experimenter
then appeared to evaluate these “results” while subjects completed
some filler questions. In a 2 × 2 design, subjects were then randomly
assigned to receive either positive or negative feedback on the “qual-
ity” of their decision making in the two tasks. Within each task, the
authors varied decision context (business vs personal) and domains
(loss vs gain). The study’s results suggest that perceptions of oppor-
tunity and threat appear to derive significantly from personal per-
ceptions of self-efficacy and from differences in decision context or
domain.

5.4 Economic Experiments on Strategic Decisions

This section analyzes economic experiments. Since there is no single
published study implementing outcome-dependent payoffs in non-
strategic decisions within the domain of entrepreneurship,2 we will
only report on strategic experiments. Such experiments that sat-
isfy the tenets of Induced Value Theory (Smith, 1976) are still rare

2 There is one hitherto unpublished experiment by Schade and Lévesque that has been
described in Schade (2005).
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in entrepreneurship research. Since our definition of entrepreneurial
decision making not only comprises decision making by entrepreneurs,
VCs, or corporate managers but also decision making by students
in entrepreneurial situations, we also review studies such as the one
by Camerer and Lovallo (1999). We think that the following stud-
ies have great potential to stimulate research in entrepreneurship.
They implement incentive-compatible mechanisms and link them to
entrepreneurial tasks, therefore avoiding disadvantages resulting from
hypothetical decision making. As already mentioned, the studies focus
on situations where the outcome of a decision does not only depend on
subjects’ own behavior and the state of nature (decision theory) but
additionally on others’ behavior.

Camerer and Lovallo (1999) explore whether optimistic biases
influence entry behavior into competitive markets. They relate overcon-
fident behavior and business failure that is often observed with new ven-
tures. With the help of an experimental design the authors are able to
measure personal overconfidence and economic market entry behavior
simultaneously. Although the participants in Camerer and Lovallo’s
experiments are undergraduate students and MBAs, the specific nature
of the experimental task, market entry decisions, qualifies it as research
in terms of the EDM perspective. Their market entry game is based on
experiments by Kahnemann (1988). In a nutshell, N players simultane-
ously choose to enter a market or not. Communication between players
is not allowed. The individual payoffs depend on whether the market
capacity c is fully exhausted (payoffs are zero), undershot (payoffs are
positive), or exceeded (payoffs are negative). For Kahnemann (1988),
it “looked like magic” that the number of entrants lies typically in the
range [c − 2, c + 2].

Camerer and Lovallo (1999) extended the original experiment in
four ways: (a) payoffs depend on subject’s rank (relative to other
entrants), (b) ranks depend on either a chance device, or on a subject’s
skill on trivial pursuit or sports related questions, (c) subjects in some
experiments are told in advance that the experiment depends on skill
(and hence, more skilled subjects presumably self-select into the experi-
ment), and (d) subjects forecast the number of entrants in each period.
Individuals’ payoffs depending on skill are much more realistic than
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situations where all entrants earn the same payoff as it was assumed
in earlier market entry experiments. The recruiting method (standard
or self-selection based on skill) was manipulated between-subjects. The
two types of ranking mechanisms (depending on chance or on skill)
were manipulated within-subjects. The sequence of both mechanisms
was varied to control for order effects. Being informed about the size of
the market (ranging between 2 and 8) and the ranking mechanism, sub-
jects decided to enter the market or not in 24 rounds. One group com-
prised 12 to 16 individuals that simultaneously decided. Furthermore,
participants forecasted the number of individuals that they expect to
enter each round.

The only feedback that individuals received after each decision was
the number of total entrants in that round. After all market entry
decisions were made, subjects solved the quiz and their skill rank was
determined and announced. The main result of the study is that excess
entry into a market is much larger when individuals’ payoff not only
depends on market size and others’ behavior but also on their own
skill. Camerer and Lovallo (1999) call this phenomenon reference group
neglect. Subjects apparently neglect the fact that they are competing
with a reference group of subjects who all think they are skilled, too.
This study clearly demonstrates how payoffs generally or specifically
influence individual behavior. In general, payoffs depending on indi-
vidual behavior are better than no payoffs or a fixed show-up fee that
cannot be influenced by the participant. Specifically, this study shows
that payoffs depending on own behavior and on own skills leads to
different behavior than payoffs depending on own behavior and luck.
When designing experiments it is very important that researchers con-
sider the payoff mechanism carefully because it can induce different
behaviors.

Moore and Cain (2007) based their research question on the paper
of Camerer and Lovallo (1999) and used the same incentive-compatible
mechanism in order to determine individual payout. However, they
suggest that individuals perceive their own skills better than that of
others only when the quiz or the task is easy. When the questions
are more difficult to answer, Moore and Cain (2007) expect subjects
to estimate their own skills lower than the skills of others leading to
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under-entry into a market. In order to test their hypotheses, the authors
included another within-subject treatment: difficulty of the quizzes.
To rule out idiosyncratic effects of order, the authors systematically
varied the sequence in which subjects encountered the three different
ranking mechanisms (random, difficult, and simple). And they were
able to confirm their hypotheses: in the average simple-rank round
significantly more individuals entered the market than in the average
difficult-rank round. Also, confidence regarding one’s competitive per-
formance depends on the type of competition. Specifically, easy tasks
do not always elicit more overconfidence than chance tasks. In difficult-
rank rounds, most individuals overestimate others’ performance, which
deters them from entering the market.

Since both studies (Camerer and Lovallo, 1999; Moore and Cain,
2007), investigated market entry behavior and overconfidence with stu-
dents, we think it would be very interesting to replicate the studies
with entrepreneurs and intrapreneurs. Investigating the market entry
behavior of these groups of individuals would add another realistic com-
ponent to the experimental setting. Of course, we know from Burns
(1985) that there are difficulties when nonstudents face relatively clean
experimental settings. However, we believe that the systematic varia-
tion of subject groups in experiments (from undergraduates to MBAs
to entrepreneurs or VCs) very much contributes to our understanding
of entrepreneurship.

Elston et al. (2006) already conducted a reduced version of
Camerer and Lovallo’s (1999) market entry experiment with actual
entrepreneurs at two Small Business Innovation Research (SBIR)
National Conferences. As Moore and Cain (2007), they varied the diffi-
culty of the skill questions but in a different way: difficult questions were
open-ended and simple questions were the same questions but in form
of multiple-choice. Before answering these trivia questions, subjects
decided whether to enter a market or not. Each subject was endowed
initially with 10 USD for participating 15 minutes in this study. Oppo-
site to Camerer and Lovallo (1999), Elston et al. (2006) used only a
market capacity of one, leading to the fact that only one person earned
a payoff according to his or her skills when nobody else entered the



116 Experimental Studies on Entrepreneurial Decision Making

market. The authors find that the entry behavior significantly differs
within the group of entrepreneurs. Specifically, part-time entrepreneurs
perceive themselves as being more skilled than others and believe only
a small number of others to enter. However, counterintuitively they are
very reluctant to entering the market. On the other hand, entry behav-
ior does not differ between full-time entrepreneurs and employees. The
level of difficulty of the trivia questions had no influence on individ-
uals’ behavior. Thus, the authors conclude that they cannot support
other authors’ hypothesis that entrepreneurs excessively over-enter due
to overconfidence. However, not only the subject group (entrepreneurs
vs students) differed between Elston et al.’s (2006) and other studies,
but the number of decisions each individual made (1 vs 24) as much as
the market capacity were lower (1 vs 2–8) than in Camerer and Lovallo
(1999).

A study by Boewe et al. (2009) offers some interesting preliminary
findings on how strategic entrepreneurs are. For the example of an R&D
investment decision with technological spillovers (i.e., where individu-
als are able to copy innovations from each other), they find that a
group of IT entrepreneurs (labeled strategy practitioners) seems to be
less strategic in their decision making than a group of business and
economics students (labeled strategy theorists). Specifically, whereas
students often make use of clues helping them to (dis-)coordinate their
investments, a large fraction of entrepreneurs seems to be better char-
acterized by an “inside view,” i.e., they do not pay much attention to
the situation of the others. Their decision to invest or not invest into
R&D is made independently of other individuals.

5.5 Intermediate Summary

The knowledge generated in the above experimental studies on
entrepreneurial decisions is substantial. The studies draw the picture
of a boundedly rational, highly biased entrepreneur that engages in
innovative activities, is willing to expect positive developments, tends
to take more risk than other individuals, and is more open to change.
We believe that applying the decision-making perspective and using
experiments has added to our knowledge of “who the entrepreneur is.”
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What we know may still be a little but it makes curious for more.
What we want to say with this is that, if the few existing studies
applying the decision-making perspective and using experiments
already add considerably to our understanding of entrepreneurs, than
we should carry out more of them. The following section therefore
outlines possibilities of applying the decision-making perspective to
established questions in entrepreneurship.



6
“Scientific Cases”: How EDM Might Change

the Way We Look at Things

In the following, we will demonstrate the strength of our approach
by re-analyzing existing research questions or reinterpreting existing
theory. This will be done through the lens of entrepreneurial deci-
sion making. Each of the three hypothetical “research cases” will
end with some thoughts on how such problems could be analyzed
experimentally.

6.1 Integrating Individual Decisions into the Dispersed
Knowledge View of the Entrepreneurial Firm

Dew et al. (2004) suggest an entrepreneurial theory of the firm that
is based on dispersed knowledge. Figure 6.1 depicts such a situation.
Whereas the knowledge chunks a, b, and c are idiosyncratic for individ-
ual 1 (no other individual has the same knowledge), e, f , g, and h, are
idiosyncratic for individual 2, and j as well as k for individual 3; how-
ever, d is shared by individuals 1 and 2 and i is shared by individuals
2 and 3.

According to Dew et al. (2004), three phenomena arise from the
fact that the knowledge of different individuals often shows only
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Individual 1 Individual 2 Individual 3

a
b

c
d

e f

g h
i j k

Fig. 6.1 A graphical representation of the phenomenon of dispersed knowledge (characters
represent knowledge chunks); own representation.

limited overlap. First, this situation leads to genuine uncertainty that
necessitates the firm as a contractual formation. Second, the dispersion
of knowledge and the genuine uncertainty contribute to heterogeneous
expectations that are the prerequisite for some individuals to exploit
the potential of the firm. Finally, dispersion of knowledge, genuine
uncertainty and heterogeneous expectations induce the nexus of the
enterprising individual and the opportunity to discover, create, and
exploit new markets. The three components explain why new firms
are created.

Although this theory is extremely valuable, direct empirical tests
are still lacking. From our perspective, an empirical test becomes
possible when the perspective is shifted toward individual decision
making. Assume that all the knowledge chunks in Figure 6.1 would
be necessary to be able to predict the success of some new business
perfectly, but that some of the chunks would be more important than
others. Let us further assume that limited communication between
individuals 1, 2, and 3 would be possible. Such a situation could be
implemented in the experimental laboratory. Provide three individuals
with information of the structure provided in Figure 6.1, give them
the respective investment opportunity with real monetary payoffs, and
give them the possibility to communicate one round where each infor-
mation chunk can be sold between individuals. The outcome of such
a process could be taken to approximate a real market situation with
dispersed knowledge. Theory tests could be carried out by manipu-
lating the degree of information exchange, the degree of knowledge
dispersion, etc.
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6.2 Entrepreneurial Cognition Research: Back to the
Thinking-Doing Link by Refocusing on Decision
Making?

Research under the umbrella of entrepreneurial cognition increased
during the last years and Mitchell et al. (2007) provide a vivid descrip-
tion of the development in the field. In their paper, Mitchell et al. (2002,
p. 97) define “entrepreneurial cognition as the knowledge structures
that people use to make assessments, judgments or decisions involving
opportunity evaluation and venture creation and growth.” This defini-
tion seems to equally weigh decision making, assessments, and judg-
ments. However, this perspective has changed during the last couple
of years toward the central research question “How do entrepreneurs
think?” — thus away from entrepreneurial decision making (Mitchell
et al., 2007).

This new emphasis eclipsed the impact of entrepreneurial thinking
about actions. This is mirrored in the contributions to entrepreneurial
cognition that could be categorized as (1) the use of heuristic-based
logics, (2) perceptual processes, (3) the entrepreneurial expertise
approach based on information processing, and (4) the effectuation
approach. Here, the investigated cognitive processes are rarely related
to entrepreneurial decision making. However, we think that a reani-
mation of the “thinking–doing” link (Mitchell et al., 2007) would help
integrating research on entrepreneurial cognition into the management
literature and deriving practical implications for entrepreneurs. More-
over, this link allows a direct confrontation of predictions from cognitive
psychology and microeconomics for specific decision situations.

Mitchell et al. (2007) already acknowledge upcoming changes to
entrepreneurial cognition research: besides emotions and affect, they
refer to an emphasis on entrepreneurial action as an important avenue
for their research. The theoretical paper by McMullen and Shepherd
(2006) also puts forward the simultaneous consideration of motives,
means, and opportunities as prerequisites of entrepreneurial action.

An important question in entrepreneurial cognition is how
entrepreneurs deal with information. The typical entrepreneurship take
on this is to compare the information processing of novice and expert
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entrepreneurs via verbal protocols (Sarasvathy et al., 1998; Gustafs-
son, 2006). This stream of research leads to valuable insights and may
not easily be transferred into a decision-making approach. However,
the EDM take on this is to look at the decision to invest resources
to acquire information. This is a quite different perspective and opens
the floor for new and different kinds of insights. For example, in an
unpublished study by Schade and Lévesque described in Schade (2005),
students in a laboratory decide on when to enter a market with risky
outcomes. This experiment manipulates the way information on poten-
tial R & D financing is presented, leading to different evaluations of the
entry opportunity at different points in time. Individuals are paid based
on their performance, and the latter depends on random variables and
the time of entry. The authors find that a higher objective quantity
and quality of information does not necessarily improve the decision.

6.3 Time Allocation of Entrepreneurs

In this subsection, we want to explore further our earlier example
(see Section 2). We already demonstrated that asking the question of
how entrepreneurs allocate their time into different activities is per se
a decision-making problem. Several hypotheses on why entrepreneurs
work on average longer working hours than employees could be tested in
an experiment. Among them, Parker et al.’s (2005) interpretation that
entrepreneurs’ high income variability leads to the higher labor supply
could directly be evaluated. Such an experiment might be designed in
the following way: individuals receive an initial endowment and com-
plete certain tasks over several rounds. In each round, the monetary
income depends on how well the task is accomplished and on a random
variable. The size of the random component and thus the variation
of each round’s income — independent of the problem solving abil-
ities and success — can be manipulated between groups (one group
gets a larger random component than the other). In order to transfer
important aspects of an entrepreneur’s actual working situation into
the lab, the deterministic part of the income would have to increase
with the effort (working time) devoted to the task. The individuals
in the lab thus need to decide how much time and effort they invest
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into completing the task. Under the assumption that individuals are
randomly assigned to groups and that individual abilities to complete
the task are also equally distributed between groups, we can test how
different income variances impact on the time and effort an individual
devotes to a task.



7
EDM: Potentially a New Paradigm for

Entrepreneurship Research?

We tried to broaden the perspective on how to look at research ques-
tions in entrepreneurship using the EDM lens. We introduced exper-
iments as a research method that is especially suited to investigate
individual entrepreneurial decisions. We also suggested a classification
of experimental studies that have been conducted in the entrepreneur-
ship research so far. For a more detailed discussion of these studies,
we focused on those experiments that aim at examining individuals’
decision-making behavior — including studies on evaluations of eco-
nomic alternatives (the step directly before the decision).

Within the group of such decision experiments, a considerable frac-
tion applies conjoint analysis and investigates VCs’ funding decisions
with hypothetical firms, teams, and individuals. Experimental studies
that directly analyze individual decision making and employ a within-
or between-subjects design often investigate the use of heuristics in
nonstrategic situations. Strategic experiments that are based on, e.g.,
(behavioral) game theory are not yet very widespread in entrepreneur-
ship research. When they are carried out, however, they employ real
incentives. A reason for this is the fact that these studies are carried
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out by experimental economists — who are used to employing real
incentives — rather than entrepreneurship researchers “by origin.”

In our opinion, incentive compatible experiments analyzing
hypotheses from either behavioral game or decision theory are a promis-
ing avenue for future research in entrepreneurship. We strongly believe
that many decision problems that entrepreneurs face may be mod-
eled with game or decision theoretic approaches and that the field of
entrepreneurship may benefit from those insights.

We finally developed three “research cases”: The first one deals
with the entrepreneurial theory of the firm. The second case deals with
research on entrepreneurial cognition and outlines the changes that
occur when (re-)applying the decision-making perspective and what
kinds of experimental studies might be used to analyze the arising
questions. Finally, the third case expands on the initial example of time
allocation. We hope that our approach might convince researchers to
apply the decision-making perspective to questions in entrepreneurship
and to use experiments to investigate these issues.

Finally, it now seems natural to ask the question whether EDM
could be established as a research paradigm. To answer this question,
one should have a look at Kuhn’s (1996) original definition. According
to Kuhn, a scientific paradigm has four elements. It includes (1) the
subject that is to be observed and scrutinized, (2) the questions that
are supposed to be asked and probed for answers in relation to this
subject, (3) the structure of these questions, and (4) the interpretation
of results from scientific investigations.

From our perspective, EDM has the potential to fulfill these four
criteria, but a lot of theory development lies ahead. To show that under-
going this challenge is worthwhile, Kuhn’s criteria are briefly analyzed
with respect to the potential of EDM as a paradigm. (1) EDM defines
the individual’s decisions, i.e., the selection of and between economic
alternatives, as the subject that is to be observed and scrutinized. (2)
The questions supposed to be asked are on the effects of persons, situ-
ations, and information on those decisions. (3) The questions are for-
mulated as explanans–explanandum statements (where the explanans
corresponds to the “if” component and the explanandum corresponds
to the “then” component), the latter being the decision to be predicted.
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Formal models are often used to deduce these statements. (4) The
results of the analysis within the EDM paradigm lead to better under-
standing and prediction of entrepreneurs’ behavior and how it might
differ from those of other individuals. It might also help to better under-
stand the impact of environment, individuals’ characteristics, policy
measures, etc. on success.

Hence, we conclude that EDM might be able to evolve as a
scientific paradigm that complements other ways in which questions
in entrepreneurship are investigated and interpreted (see also Schade,
2009). Investigating entrepreneurship within the decision-making
paradigm can contribute to our understanding of entrepreneurial
phenomena. However, we admit that more theoretical groundwork
is necessary to separate the specifics of this approach from other
ways of looking at entrepreneurship. On a more practical level, we
hope to have convinced the readers of this contribution that applying
a decision-making framework, as much as experiments is especially
suited for the investigation of key questions in entrepreneurship.
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risqué: Critique des postulats et axioms de l’école americaine’. Econo-
metrica 21, 503–546.

Alpert, B. (1967), ‘Non-businessmen as surrogates for businessmen in
behavioral experiments’. The Journal of Business 40(2), 203–207.

Alvarez, S. (2007), ‘Entrepreneurial rents and the theory of the firm’.
Journal of Business Venturing 22(6), 427–442.

Amit, R., K. MacGrimmon, C. Zietsma, and J. Oesch (2000), ‘Does
money matter? Wealth attainment as the motive for initiating
growth-oriented technology ventures’. Journal of Business Ventur-
ing 16(2), 119–143.

Baron, R. A. (1998), ‘Cognitive mechanisms in entrepreneurship: Why
and when entrepreneurs think differently than other people’. Journal
of Business Venturing 13, 275–294.

Baron, R. A. (1999), ‘Counterfactual thinking and venture formation:
The potential effects of thinking about “what might have been”’.
Journal of Business Venturing 15(1), 79–91.

126



References 127

Baron, R. A. and M. D. Ensley (2006), ‘Opportunity recognition as
the detection of meaningful patterns: Evidence from comparisons of
novice and experienced entrepreneurs’. Management Science 52(9),
1331–1344.

Baron, R. A. and G. D. Markman (2003), ‘Beyond social capital: The
role of entrepreneurs’ social competence in their financial success’.
Journal of Business Venturing 18(1), 41–60.

Baron, R. A., G. D. Markman, and M. Bollinger (2006), ‘Exporting
social psychology: Effects of attractiveness on perceptions of
entrepreneurs, their ideas for new products, and their financial
success’. Journal of Applied Psychology 36, 467–492.

Baron, R. A., G. D. Markman, and A. Hirsa (2001), ‘Perceptions of
women and men as entrepreneurs: Evidence for differential effects
of attributional augmenting’. Journal of Applied Psychology 86(5),
923–929.

Bass, F. M. (1969), ‘A new product growth model for consumer
durables’. Management Science 15(5), 215–227.

Begley, T. M. and D. P. Boyd (1987), ‘A comparison of entrepreneurs
and managers of small business firms’. Journal of Management 13(1),
99–108.

Bernoulli, D. (1954), ‘Exposition of a new theory on the measurement
of risk’. Econometrica 2(1), 23–36.

Blavatskyy, P. and G. Pogrebna (2008), ‘Risk aversion when gains are
likely and unlikely: Evidence from a natural experiment with large
stakes’. Theory and Decision 64(2-3), 395–420.

Boewe, S., C. Schade, D. Krantz, and A. Kostanovskaya (2009), ‘How
strategic are entrepreneurs? Experimental findings for the example
of R&D investments with spillovers’. Mimeo.

Bolle, F. (1990). ‘High reward experiments without high expenditure
for the experimenter?’ Journal of Economic Psychology 11, 157–167.

Bouckaert, J. and G. Dhaene (2004), ‘Inter-ethnic trust and reciprocity:
Results of an experiment with small businessmen’. European Journal
of Political Economy 20(4), 869–886.

Brockhaus, R. H. (1982), ‘The psychology of entrepreneur’. In: C. A.
Kent, D. L. Sexton, and K. H. Vesper (eds.): Encyclopedia of
Entrepreneurship. Englewood Cliffs, NJ: Prentice Hall, pp. 39–71.



128 References

Brundin, E., H. Patzelt, and D. Shepherd (2008), ‘Managers’ emotional
displays and employees’ willingness to act entrepreneurially’. Journal
of Business Venturing 23(2), 221–243.

Burks, S., J. Carpenter, L. Goette, K. Monaco, A. Rustichini,
and K. Porter (2007), ‘Using behavioral economic field experi-
ments at a large motor carrier: The context and design of the
truckers and turnover project’. NBER Working Paper, accessed at
http://www.nber.org/papers/w12976.

Burmeister, K. and C. Schade (2007), ‘Are entrepreneurs’ decisions
more biased? An experimental investigation of the susceptibility to
status quo bias’. Journal of Business Venturing 22, 340–362.

Burns, P. (1985), ‘Experience and decision making: A comparison of
students and businessman in a simulated progressive auction’. In:
L. V. Smith (ed.): Research in Experimental Economics. Greenwich,
Conn.: JAI Press, pp. 139–157.

Busenitz, L. W. and J. B. Barney (1997), ‘Differences between
entrepreneurs and managers in large organizations: Biases and
heuristics in strategic decision-making’. Journal of Business
Venturing 12(1), 9–30.

Busenitz, L. W. and C.-M. Lau (1996), ‘A cross-cultural cogni-
tive model of new venture creation’. Entrepreneurship, Theory and
Practice 20(4), 25–39.

Camerer, C. F. (1995), ‘Individual decision making’. In: J. H. Kagel
and A. E. Roth (eds.): The Handbook of Experimental Economics.
Princeton, NJ: Princeton University Press, pp. 587–703.

Camerer, C. F. (1998), ‘Can asset markets be manipulated? A field
experiment with racetrack betting’. Journal of Political Economy
106(3), 457–482.

Camerer, C. F. and D. Lovallo (1999), ‘Overconfidence and excess
entry: An experimental approach’. American Economic Review
89(1), 306–318.

Campbell, D. T. and J. C. Stanley (1963), Experimental and
quasi-experimental designs for research. Boston: Houghton Mifflin
Company.

Carrington, W. J., K. McCue, and B. Pierce (1996), ‘The role of
employer/employee interactions in labor market cycles: Evidence



References 129

from the self-employed’. Journal of labor Economics 14(4),
571–601.

Connolly, T., R. A. Hal, and K. R. Hammond (2000), Judgment
and Decision Making — An Interdisciplinary Reader. Cambridge:
Cambridge University Press, 2nd edition.

Cooper, A., C. Woo, and W. Dunkelberg (1988), ‘Entrepreneurs’
perceived chance of success’. Journal of Business Venturing 3(3),
97–108.

Cunningham, W. H., T. Anderson, and J. H. Murphy (1974). ‘Are
students real people?’ Journal of Business 47, 399–409.

Dew, N., S. R. Velamuri, and S. Venkataraman (2004), ‘Dispersed
knowledge and an entrepreneurial theory of the firm’. Journal of
Business Venturing 19(5), 659–679.

Elston, J. A., G. W. Harrison, and E. E. Rutström (2005), ‘Character-
izing the entrepreneur using field experiments’. University of Central
Florida working paper 05-30.

Elston, J. A., G. W. Harrison, and E. E. Rutström (2006), ‘Experi-
mental economics, entrepreneurs and the entry decision’. University
of Central Florida working paper 06-06.

Enis, B. E., K. Cox, and J. Stafford (1972), ‘Students as subjects in
consumer behavior experiments’. Journal of Marketing Research 9,
72–74.

Fiet, J. O. and P. C. Patel (2008), ‘Entrepreneurial discovery as
constrained, systematic search’. Small Business Economics 30(3),
215–229.

Fleming, J. E. (1969), ‘Managers as subjects in business decision
research’. The Academy of Management Journal 12(1), 59–66.

Forbes, D. P. (2005), ‘Are some entrepreneurs more overconfident than
others?’. Journal of Business Venturing 20(5), 623–640.

Forlani, D. and J. W. Mullins (2000), ‘Perceived risks and choices in
entrepreneurs’ new venture decisions’. Journal of Business Venturing
15, 305–322.

Franke, N., M. Gruber, D. Harhoff, and J. Henkel (2006), ‘What you
are, is what you like — similarity biases in the venture capitalists’
evaluations of start-up teams’. Journal of Business Venturing 21,
802–826.



130 References

Friedman, D. and S. Sunder (1994), Experimental Methods: A Primer
for Economists. Cambridge: Cambridge University Press.

Gatewood, E. J., K. G. Shaver, J. B. Powers, and W. B. Gartner
(2002), ‘Entrepreneurial expectancy, task effort, and performance’.
Entrepreneurship, Theory and Practice 28(2), 187–206.

Green, P. and V. Srinivasan (1978), ‘Conjoint analysis in consumer
research: Issues and outlook’. Journal of Consumer Research 5,
102–123.

Green, P. E. and D. S. Tull (1988), Research for Marketing Decisions.
Englewood Cliffs, NJ: Prentice Hall.

Gustafsson, V. (2006), Entrepreneurial Decision-making: Individuals,
Tasks and Cognitions. Cheltenham, UK: Edward Elgar.

Hamilton, B. H. (2000), ‘Does entrepreneurship pay? An empirical anal-
ysis of the returns to self-employment’. Journal of Political Economy
108(3), 604–631.

Harrison, G., M. Lau, and E. Rutström (2007), ‘Estimating risk
attitudes in Denmark: A field experiment’. Scandinavian Journal of
Economics 109(2), 341–368.

Harrison, G., M. Lau, and M. B. Williams (2002), ‘Estimating indi-
vidual discount rates in Denmark: A field experiment’. American
Economic Review 92(5), 1606–1617.

Harrison, G. W. and J. A. List (2004), ‘Field experiments’. Journal of
Economic Literature 42(4), 1009–1055.

Kagel, J. H. and A. Roth (1995), The Handbook of Experimental Eco-
nomics. Princeton, NJ: Princeton University Press.

Kahnemann, D. (1988), ‘Experimental economics: A psychological per-
spective’. In: R. Tietz, W. Albers, and R. Selten (eds.): Bounded
Rational Behaviour in Experimental Games and Markets. New York:
Springer-Verlag.

Kaish, S. and B. Gilad (1991), ‘Characteristics of opportunities
search of entrepreneurs versus executives: Sources, interests, general
alertness’. Journal of Business Venturing 6(1), 45–61.

Krahnen, J. P., C. Rieck, and E. Theissen (1997), ‘Inferring risk atti-
tudes from certainty equivalents: Some lessons from an experimental
study’. Journal of Economic Psychology 18(5), 469–486.



References 131

Krueger, N. and P. Dickson (1993), ‘Perceived self-efficacy and
perception of opportunity and threat’. Psychological Report 72,
1235–1240.

Kuhn, T. S. (1996), The Structure of Scientific Revolutions. Chicago:
University of Chicago Press, 3rd edition.

Kunreuther, H. and D. Krantz (2007), ‘Goals and plans in decision
making’. Judgment and Decision Making 2(3), 137–168.
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