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Entrepreneurial Cognition 

and Behaviour: The Antecedent Role 
of Affect

Grace S. Walsh and Maitane Elorriaga-Rubio

9.1  Chapter Overview

This chapter examines the impact of affect on entrepreneurial behaviour. 
The chapter opens with Sect. 9.2, an introduction exploring the affective 
revolution taking place in the entrepreneurship literature and the impact of 
affect on behaviour. This is followed by Sect. 9.3, an examination of the 
theoretical perspectives on affect—as a trait, as a state, affect-as- infusion, 
and affect-as-information are discussed. Furthermore, the seemingly incon-
gruent nature of affect, whereby seemingly opposing affective reactions can 
result in a similar behaviour, is presented (e.g. stress and enthusiasm are 
two different affective states that both result in similar behaviour, i.e. the 
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active processing of information from the  environment). Section 9.3.1 dis-
cusses the link between affect and behaviour through the mental health 
lens,  with reference to the adaptive nature of Behavioral Inhibition 
System/Behavioral Approach System (BIS/BAS) and the Dark Triad 
(Machiavellianism, narcissism, and psychopathy). These antagonistic 
personalities have been linked to entrepreneurial -entry, -intention, and 
-behaviour. Sect. 9.3.2 explores the entrepreneurial consequences of 
affect through existing research on specific emotions. For instance, over-
confidence prompts market-entry decisions and an underestimation of the 
competition, whilst negative affect can be adaptive, facilitating critical 
thinking, eliminating halo effects and inferential biases, which in turn 
reduces gullibility and increases scepticism. Section 9.3.3 highlights the phil-
osophical roots guiding our understanding of affect, whilst Sect. 9.3.4 centres 
on the usefulness of both positive and negative affects. It is argued that con-
text is crucial in explaining affective influences on behavioural outcomes.

In the latter part of the chapter, Sect. 9.3.5 touches on expected future 
affective states. Section 9.3.6 discusses affective dissonance across time, in 
particular the desire to achieve affective balance and the contrast between 
the positive and negative hedonic valence during present and future events. 
Section 9.3.7 examines a specific affective state  (fear) and its impact on 
entrepreneurial behaviour. Section 9.3.8 explores the individual and social 
cognitions that shape attentional processing. Finally Sect. 9.4 presents the 
conceptual framework emerging from this study and the chapter culminates 
with Sect. 9.5, presenting the conclusions and future research directions.

9.2  Introduction

In the popular press, and in line with the mindfulness movement, the role 
of affect (in particular positive affect) in our daily lives is the topic of much 
discussion. The focus on affect has been mirrored in the academic literature 
with Baron (2008) recognizing entrepreneurship as an emotional journey. 
Entrepreneurial emotion is defined by (Cardon et al. 2012, p. 3) as “the 
affect, emotions, moods, and/or feelings – of individuals or a collective – 
that are antecedent to, concurrent with, and/or a consequence of the entre-
preneurial process, meaning the recognition/creation, evaluation, 
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reformulation, and/or the exploitation of a possible opportunity”. While 
much focus has been on positive approach-oriented affect such as opti-
mism, confidence (Keh et al. 2002), and self-efficacy (Strobel et al. 2011), 
in recent years, negative emotions have come under scrutiny with explora-
tions of fear (Morgan and Sisak 2016; Cacciotti and Hayton 2015), grief 
(Shepherd and Kuratko 2009; Shepherd and Wolfe 2014), shame (Singh 
et al. 2015), guilt (Mandl et al. 2016) emerging, in addition to character 
defects such as greed (Akhtar et al. 2013) and hubris (Hayward et al. 2006).

Following this concept of the individual as an emotional being, and in 
a move away from the focus on generally positive and negative mood 
effects (Lerner et al. 2015), research on decision-making has started to pay 
closer attention to specific incidental emotions and their resultant apprais-
als (e.g. certainty and controllability). However, entrepreneurship research 
continues to merely “scratch the surface” as it pays close attention to mild 
affective states, arguing for their key importance in the entrepreneurial 
process (Baron 1998; Baron et al. 2012). The impact of affect on cognition 
has been well documented and evidenced in the organizational behaviour 
literature (Forgas and George 2001) and has the potential to explain a wide 
range of entrepreneurial behaviours (Baron 2008; Baron et al. 2011).

Entrepreneurial behaviour is readily identifiable ex post, yet under-
standing the cognitive antecedents is more difficult. Kirkley (2016) found 
four values deemed critical to the motivation and expression of entrepre-
neurial behaviour—independence, creativity, ambition, and daring. 
However, the authors argue these four values can be undermined and 
eroded by affect and emotion. Fear, and its impact, is one such emotional 
state, and it will be explored in greater detail later in the chapter, as emo-
tions and moods are recognized as potential influencers of entrepreneurial 
action (Baron 1998). In this chapter, the word “affect” is used as an 
umbrella term to refer to both specific emotions and mood states (Baron 
2008; Barsade and Gibson 2007) (see Appendix for more detail on the 
nuances between emotion and mood). Affect has been shown to differ in 
terms of two main dimensions, namely, valence (positive vs. negative) and 
arousal/energy (alertness or engagement vs. sleepiness or  disengagement) 
(Russell and Barrett 1999). Yet there is evidence suggesting that these two 
dimensions alone do not comprehensively explain the relationship 
between affect and decision-making (Lerner and Keltner 2000, 2001). 
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The conceptual framework presented at the end of this chapter sets forth 
affective dissonance and attention as potential additional dimensions that 
should be considered when exploring the link between affect and action.

Affect is critical to entrepreneurial pursuit and shapes entrepreneurial 
cognition. Furthermore, affect may influence entrepreneurial action in 
varying ways depending on the situational context. Mild affective states 
may have a pervasive influence on cognition and behaviour, particularly in 
settings that require constructive thinking and extensive use of cognitive 
resources (Forgas 1995). This is particularly the case when the decision- 
maker has to autonomously generate ideas and search beyond the given 
information (Fiedler 1991). Business venturing, opportunity pursuit, and 
market entry are inherently uncertain (McMullen and Shepherd 2006); 
planned action and scripts are largely missing, requiring individuals to 
operate with an incomplete view. Consequently, such a context enables 
mood to infuse entrepreneurial cognition and action (Baron 1998). 
Moreover, both entrepreneurial idea generation (Hayton and Cholakova 
2012) and goal-setting (Delgado-García et al. 2012) are examples of con-
structive or generative thought processes in the course of new venture cre-
ation. Therefore individuals seeking to enter new markets are operating in 
an uncertain environment, with incomplete information; thus generative 
thought processes are required—such a confluence of factors heightens the 
potential importance of affect. Furthermore, the sense of identification and 
personal entanglement that forms between the entrepreneur and their busi-
ness is powerful, as such, emotion—both positive (e.g. confidence, joy) and 
negative (embarrassment, grief )—influences behaviour and decision-mak-
ing in the entrepreneurial context (Wolfe and Shepherd 2015; Shepherd 
and Kuratko 2009). Affect (positive and negative) has purpose, and this 
chapter intends to explore the potential impact it has on behaviour.

9.3  Theoretical Perspectives on Affect

Affect can be explored through the lenses of traits or states (Watson and 
Tellegen 1985; George 1991). Affective traits are stable tendencies to 
respond in affectively similar ways (positive vs. negative) to a variety of 
events in life (Lyubomirsky et al. 2005). Positive and negative affective 

 G. S. Walsh and M. Elorriaga-Rubio



207

traits have been shown to be related to entrepreneurial goal-setting and 
satisfaction (Delgado-García et al. 2012). Where behaviour is concerned, 
a trait approach—whether affective or not—indicates a stable personality 
disposition, independent of specific characteristics, whilst a state approach 
considers behaviour as the result of psychological processes induced by 
situational characteristics (Cacciotti and Hayton 2015). Trait research 
has been the cornerstone of early entrepreneurship research; however a 
small but growing number of articles examine whether entrepreneurs 
have a higher positive affective disposition than the general population 
(Baron et al. 2011; Baron et al. 2012).

State affect (affect experienced in a particular moment) has been sug-
gested to shape entrepreneurial cognition and subsequent decision- 
making (Baron 1998). One way in which affect (positive and negative) 
can infuse our thinking is by activating affectively similar cognitive mate-
rial through memory and past experiences. For instance, if an entrepre-
neur has failed completely in a particular course of action, that specific 
stumble is likely to remain connected in their mind to unpleasant or 
negative affect. According to the associative models of human memory 
(Bower 1981), it is likely that in a future situation, when the entrepre-
neur experiences a similar affective state, he or she will retrieve and 
remember information congruent with that negative feeling. For exam-
ple, affectively congruent information can include recalling past financial 
losses or the social and personal costs attached to entrepreneurial failure. 
This theoretical approach has its roots in the affect-as-infusion theory 
(Forgas 1995), which has received extensive empirical support (Forgas 
2002; Tan and Forgas 2010; Forgas 2013). A second complementary 
(Forgas and George 2001) way in which mood and some specific emo-
tions (Schwarz 2002) can impact thought processes is through the affect- 
as- information mechanism (Schwarz and Clore 2003). This theoretical 
framework considers that decision-makers use their existing mood as a 
valid source of information to guide subsequent behaviour (Clore et al. 
2001). It suggests that affect may have actual informative value—an indi-
vidual assesses their affective disposition, and depending on the assigned 
level of importance/significance attached to the affect, they incorporate 
this into their evaluation of a particular opportunity (Welpe et al. 2012). 
Essentially, prior to acting on an opportunity, an entrepreneur’s “emotions 
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shape the impact of the cognitive evaluation of the opportunity on the 
tendency to exploit it” (Welpe et  al. 2012, p. 70). A positive affective 
state may indicate that the present environment is benign and safe, and 
therefore little action is needed to adapt to it (Schwarz and Clore 2003). 
Similarly, high-energy affects such as nervousness, stress (both negative), 
enthusiasm, and excitement (both positive) engage decision-makers to 
actively process information from their environments, whilst low-energy 
moods like boredom, depression (negative), contentedness, and serenity 
(positive) are aligned with withdrawal and low engagement (Healey and 
Hodgkinson 2017; Elsbach and Barr 1999).

In sum, affect is important in opportunity recognition as well as real-
ization (Baron 1998; Goss and Sadler-Smith 2017). Positive emotions are 
linked to holistic and creative thinking, whilst negative emotions are 
coupled with critical and analytical information processing (Healey and 
Hodgkinson 2017). Based on this premise, an entrepreneur who feels in 
a good mood may be more willing to quickly commit to a given oppor-
tunity (potential type I error), or conversely, if in a negative mood, they 
may reject a promising opportunity prematurely (potential type II error) 
(Baron 2007). However, seemingly opposing affective dispositions (e.g. 
depression and serenity) can result in similar behaviour despite emerging 
from very different triggers.

9.3.1  Linking Affect and Behaviour: The Mental 
Health Lens

A novel lens through which to view the association between affect and 
behaviour is mental health. There is growing interest in the link between 
mental health and entrepreneurship in the popular (Bruneau 2018; 
Kaufman 2018; Bruder 2013) and academic (Stephan 2018; Wiklund 
et al. 2018) press. Wiklund et al. (2018) argue that it is context that largely 
determines whether particular human characteristics and behaviour can 
be considered functional or dysfunctional. Research on both the Behavioral 
Inhibition System/Behavioral Approach System (BIS/BAS) and the Dark 
Triad (Hmieleski and Lerner 2016; Haynes et al. 2015a; Haynes et al. 
2015b; Mathieu and St-Jean 2013; Ronningstam and Baskin-Sommers 
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2013) explore the adaptive nature of mental disorders. Where psychopa-
thy and BAS are present, an individual’s ability to feel fear is questionable 
(e.g. psychopathy); given that risk-taking is central to entrepreneurial 
action, a disorder such as psychopathy is arguably useful. As such it is  
no surprise that the Dark Triad, encompassing Machiavellianism, narcis-
sism, and psychopathy, “an important cluster of antagonistic personalities 
in psychology” (Jones and Figueredo 2013, p. 521), has been tentatively 
linked to entrepreneurial entry (Hmieleski and Lerner 2016), entrepre-
neurial intention (Kramer et  al. 2011), and entrepreneurial behaviour 
(Rauch and Hatak 2015).

Mental disorders also influence individuals’ allocation of attention to 
environmental stimuli in different ways (Wiklund et  al. 2018). For 
instance, ADHD broadens individuals’ attention (Kasof 1997), which in 
turn can facilitate the recognition of new entrepreneurial opportunities 
(Shepherd et al. 2017; Wiklund et al. 2018). Autism is linked with pat-
tern identification (Baron-Cohen et  al. 2009) and dyslexia with more 
original thinking (Tafti et  al. 2009). Individuals with bipolar disorder 
and ADHD experience unusually high positive affect; this can also facili-
tate opportunity recognition (Baron 2008; Wiklund et  al. 2018). 
Furthermore narcissistic entrepreneurs may influence “stakeholders’ atten-
tion to opportunities for change, increase optimism regarding change, 
and mobilize their resources” (Wiklund et al. 2018, p. 19). The narcis-
sists’ disposition towards working for themselves rather than working for 
the firm is likely to hinder stakeholder support in the long term, yet it can 
be adaptive to business venturing and short-term stakeholder support 
(Wiklund et al. 2018).

Although there is an elevated prevalence of individuals with dark char-
acteristics engaging in business venturing, there remains a large majority 
that are likely to have a more rounded emotional experience. Whilst dark 
predispositions may be heralded as useful for entrepreneurship, overall 
psychologists maintain that emotions are more adaptive than maladap-
tive as they “provide important signals regarding the degree of fit between 
people and their environments, focus their attention, and enable them to 
react quickly to the situation at hand” (Healey and Hodgkinson 2017, 
p. 112). Furthermore, seemingly negative affect is not without use and 
the adaptive functions of mild negative mood states are recognized in the 
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psychology literature (Forgas 2013). In summary, the mental health and 
entrepreneurship research stream highlights that affect (both positive and 
negative) can be either adaptive or maladaptive depending on the con-
text. Furthermore, certain mental disorders are conducive to entrepre-
neurial behaviour, and the initiation of business venturing and the 
emerging research evidence this.

9.3.2  Entrepreneurial Consequences of Affect

In order to further explore the entrepreneurial consequences of affect, 
this section will explore existing research on the subject. Firstly, joy, one 
of the functions of joy is to detect new chances and opportunities (Carver 
2003). Joy has been found to increase exploitation and magnify the rela-
tionship between evaluation and exploitation (Welpe et  al. 2012). 
Interestingly anger has also been found to do this, thereby further high-
lighting that two very different affective dispositions can lead to identical 
outcomes.

In another vein, optimistic individuals are more likely to regard adver-
sity as a challenge and remain confident during difficult periods. Research 
suggests that a biased optimistic approach at very early entrepreneurial 
stages may unlock motivational resources and ultimately increase perfor-
mance (Bénabou 2015). This shows that even when an individual is 
biased by their affective disposition, it can be advantageous. However, the 
beneficial entrepreneurial consequences of positive affect as a stable dis-
position have been found to be curvilinear (Baron et  al. 2012). New 
entrepreneurial ventures are subject to the “liability of newness” (Hannan 
et al. 1998), and being blinded by optimism does not negate this liability. 
Thus, while it is beneficial, optimism becomes less favourable if it 
 manifests into overconfidence. Research has found support for a negative 
relationship between overconfidence and survival rates in nascent entre-
preneurial markets (Koellinger et  al. 2007). Overconfidence prompts 
market-entry decisions and underestimation of the competition, which 
has long-lasting implications for the future of a firm (Cain et al. 2015).

However, confidence and even overconfidence can be productive in the 
appropriate context. They result in entrepreneurial resilience in the long 
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term and thus help reduce any negative outcomes arising from risk- taking 
(Hayward et al. 2010) or entrepreneurial failure (Ucbasaran et al. 2013). 
Overconfidence may be a natural way to cope with a difficult environment 
and may be more adaptive in specific situations (Bollaert and Petit 2010). 
Overconfidence fosters positive affect in entrepreneurial contexts (Hayward 
et al. 2010). This pleasant affective state, bolstered by recent success, may 
in turn enable individuals to more easily process information that could 
threaten their self-esteem (Trope and Pomerantz 1998)  and  potentially 
enhancing decision-making performance (Elorriaga-Rubio, 2018).

Where negative affect is concerned (which may arise in time-pressured, 
uncertain, or challenging work environments), it can promote self- 
defensive mechanisms and increase inward-looking responses (Ucbasaran 
et al. 2013). However negative affect can at times be adaptive, facilitating 
critical thinking (Healey and Hodgkinson 2017), and increasing scepti-
cism (Forgas 2013). Furthermore, negative affect leads individuals to pay 
closer attention to external information, thus improving interpersonal 
effectiveness and enabling individuals to produce higher-quality persua-
sive arguments when necessary (Forgas 2013).

These findings highlight the adaptive nature of affect. Neither positive 
nor negative affect is wholly adaptive nor wholly maladaptive—each has 
its purpose depending on the situation at hand.

9.3.3  Antecedents of Affect

When considering the links between affect and behaviour in the entre-
preneurship context, it is important to understand the antecedents of 
affect as they unfold in the entrepreneurial process.

Philosophers have frequently written about the conflict between reason 
and emotion as a conflict between divinity and animality (Haidt 2001). 
Two contributing classes of motives that bias and/or influence reasoning 
are relatedness motives that refer to impression management and the 
fluid interactions with people and coherence motives that “includes a 
variety of defensive mechanisms triggered by cognitive dissonance and 
threats to the validity of one’s cultural worldview” (Haidt 2001). 
Related to the latter motive is entrepreneurs’ need to safeguard a positive 
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self- image, which may be a more influential driving force than objective, 
data-driven approaches to decision-making (Jordan and Audia 2012). 
When navigating uncertain environments, a self-enhancement motive, 
that is, the need to see oneself in a positive light, may be a natural reac-
tion to psychologically cope with a highly uncertain—and thus poten-
tially threatening—business environment (Elorriaga-Rubio, 2018).

Similarly, according to recent research on motivated beliefs of eco-
nomic decision-making, individuals facing high uncertainty, such as 
entrepreneurs, may respond in “judgement-driven” (i.e. a motivation to 
do better) or “affect-driven” (i.e. a motivation to feel better) ways depend-
ing on the task at hand or the present circumstances (Bénabou 2015). 
Disentangling specific events and situational aspects that may trigger dif-
ferent affective reactions in entrepreneurs is crucial; positive and negative 
events from the environment (e.g. achieving funding from a business 
angel or failing to attain a government grant) cause different affective 
reactions, which will have different subsequent consequences on future 
entrepreneurial action (Shepherd and Patzelt 2017).

An affect-based theoretical approach to strategic decision-making, 
which similarly focuses on the context of high uncertainty, also differenti-
ates between these two motivations—that is, to perform better and to feel 
better—and suggests that negative emotions promote impulsive behav-
iour (Ashton-James and Ashkanasy 2008). Examples of such affect-driven 
or impulsive behaviours are emotional outbursts or violence (Ashkanasy 
et al. 2002). Essentially, people may respond in behaviourally different 
ways in order to restore the equilibrium of their affective imbalance; 
affect does not always help one to instrumentally adapt to the environ-
ment. Based on this theoretical perspective, particular economic events—
such as performance cues from unexpected environmental jolts—will 
cause different emotions and moods in the decision-maker, ultimately 
impacting behavioural outcomes (Ashton-James and Ashkanasy 2008; 
Weiss and Cropanzano 1996).

Studies in economics show that humans deliberately and consistently 
try to avoid negative news from the environment, as a way to preserve 
self-esteem and regulate aversive affective states. Eil and Rao (2011) 
found that exposure to negative objective information—in the form of a 
ranking—resulted in less rational updating as compared to exposure to 
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positive news. These findings have been corroborated by other studies 
(Möbius et al. 2011) that also find support for a desire to avoid direct 
exposure to threatening objective information. This is known as the 
“ostrich effect” (Karlsson et al. 2009). However, such reluctance to con-
front problematic situations can exacerbate rather than ameliorate them 
(Schulman 1989).

9.3.4  Instrumental and Adaptive Affective 
Mechanisms

Both positive and negative affective states can have a beneficial impact on 
cognition and assist in appropriately processing information in response 
to situational or task-related demands. For instance, positive mood has 
been related to increased mental flexibility and openness to information 
from the environment—even information that can be threatening to 
one’s self-esteem (Trope and Pomerantz 1998). Fast and heuristic reason-
ing and the capacity to integrate complex information are also enhanced 
under positive affective states (Estrada et  al. 1997). Positive affect has 
been shown to improve creativity (Isen et al. 1985) and both firm and 
individual performance in entrepreneurship (Baron et al. 2011). In con-
trast, negative affect has been associated with effortful or analytical pro-
cessing, defensiveness, alertness, and self-focused attention (Green et al. 
2003). These types of highly analytical and detail-oriented approaches 
facilitated by a negative mood are highly valuable in some situations, 
such as financial decisions made by traders (Au et al. 2003). In the spe-
cific case of entrepreneurial behaviour, paying attention to negative 
 information from the market may also be crucial in order to continuously 
improve customer satisfaction (Baron et al. 2011).

In addition to general affective states, discrete emotions are also impor-
tant in order to successfully cope with the environment; emotions help us 
to cope with potential harms. Each emotion has a different core theme 
attached to it, which has a significant meaning for one’s well-being 
(Lazarus 1993). Specific emotions vary in certain cognitive appraisals 
that are attached to them, such as novelty, goal significance, and coping 
potential, among others (Ellsworth and Scherer 2003). For instance, 
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emotions can significantly vary on certainty appraisals or “the degree to 
which future events seem predictable and comprehensible versus unpre-
dictable and incomprehensible” and still have the same valence—positive 
or negative (Lerner and Keltner 2000). As previously mentioned, two 
emotions that at the surface share the same valence (i.e. positive or nega-
tive) may prompt very different behaviours. However, this concept is at 
odds with the predictions from the affect-as-infusion theory (Forgas 
1995), as mood effects do not infuse cognition and behaviour in a mood- 
congruent manner—as the theory would predict. For instance, take the 
case of happiness and anger, two very different emotions that have differ-
ent hedonic valence, positive and negative, respectively. Interestingly, it 
has been evidenced that both can equally lead to increased opportunity 
exploitation and risk-taking (Lerner and Keltner 2001).

Thus, different theories on affect, such as the affect-as-infusion model 
(Forgas 1995; Forgas and George 2001) and appraisal theories of discrete 
emotions (Lerner and Keltner 2000, 2001; Lerner et al. 2015), may yield 
different predictions. However, a variety of studies have supported the 
informative value of hedonic valence—positive or negative—and 
defended its importance for the study of behavioural consequences of 
affect (Forgas 2002; Tan and Forgas 2010). In an attempt to reconcile 
previous findings, it has been suggested that contextual factors, such as 
the cognitive demands of a particular situation or task, are key to explain-
ing the mood-congruence versus mood-incongruence accounts (Forgas 
and George 2001). A study by George and Zhou (2002) found that rely-
ing on the affect-as-information heuristic, individuals in a negative mood 
were more creative problem-solvers than individuals in a positive mood 
when they scored high in clarity of feelings. The authors from this study 
suggested that under these specific conditions (i.e. clarity of feelings), a 
positive mood signed that more effort was not needed, while those in a 
negative mood interpreted their unpleasant mood as a sign that more 
effort was indeed needed. In contrast, under different conditions, posi-
tive mood may have beneficial consequences on creativity (Estrada et al. 
1997), and even complement the beneficial role of negative affect on 
creativity (George and Zhou 2007). Essentially, context has a crucial rel-
evance in explaining affective influences on behavioural outcomes. In the 
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following sections, it is proposed that anticipated affect before market- 
entry decision may be a key contextual aspect to consider, especially as it 
relates to the immediate affect a decision-maker is experiencing.

9.3.5  The Role of Anticipated Affect

The primary focus of the study of affect in entrepreneurship has been on 
trait dispositions and immediate affective states. Despite the growing 
importance of situated cognition in entrepreneurship (Mitchell et  al. 
2011) and episodic affective states (Podoynitsyna et al. 2012), little atten-
tion has been paid to the way in which entrepreneurs anticipate their 
future affective states when deciding to enter—or not—a new market. 
Moreover, in line with the idea of affect-driven motives, it seems relevant 
to investigate the relationship between the feelings experienced in a given 
moment and those affective states—positive or negative—that are 
expected to be felt in the future, after a particular decision to enter (or 
not) a new market has been taken.

There are, however, some exceptions in the literature. For instance, 
entrepreneurial passion, an intense form of positive affect attached to 
entrepreneurs’ meaning and identity, involves the anticipation of an ideal 
future state which will potentially bring pleasant future affective states 
(Cardon et al. 2012). In a similar vein, it has been suggested that entre-
preneurs engage in “if only…” type of counterfactual thoughts (Baron 
2000), and they do so as frequently as other individuals, mostly in rela-
tion to past entrepreneurial opportunities (Markman et al. 2002). These 
thoughts will in turn shape future goal-directed behaviour (Bagozzi and 
Pieters 1998). Research has shown, moreover, that when individuals have 
a great amount of autonomy—as is the case of entrepreneurs—compared 
to situations of restricted choice, they put considerable effort into their 
chosen risky projects as a way to reduce potential future regret (Sjöström 
et al. 2017). Therefore, in principle, it is plausible to expect that entrepre-
neurs, prone to regretful thinking related to opportunities, would also be 
more cautious when contemplating risky options (Markman et al. 2002), 
such as market entry.
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9.3.6  Affective Dissonance Across Time: A Situational 
Perspective

Entrepreneurs have been characterized as highly positive and energetic 
individuals, who score higher than the average population on positive 
affect as a trait disposition (Baron et  al. 2011). Despite entrepreneurs’ 
predisposition to feel positive affective states, navigating in an uncertain 
environment with a high potential for failure is likely to promote nega-
tive affective states—both immediate and anticipated. This is especially 
likely to occur in the case of entrepreneurs, who have a high commitment 
and passion towards their businesses, and thus successes and failures 
related to it are likely to influence their affective states (Cardon et  al. 
2009; Walsh and Cunningham 2017). Thus, when deciding to enter (or 
not) a new market, it is expected that entrepreneurs’ will experience a 
variety of emotions and moods. The conceptual framework proposes that 
the greater the distance (in terms of positive and negative valence) 
between immediate and anticipated affect—in the hypothetical future, 
when considering to enter (or not) the market—the more likely it will be 
for the individual to be motivated to preserve a positive affect or alterna-
tively restore a negative one. In other words, in these situations of high 
affective ambivalence, entrepreneurs will be incentivized to follow a 
hedonic or “affect-driven” approach whereby their self-esteem will more 
likely be protected. Thus, if entering a new market and exploiting a per-
ceived opportunity is anticipated as an attractive event that will help 
maintain a present positive affective state or alternatively restore a nega-
tive affect, entrepreneurs may be prone to enter the market as an attempt 
to achieve affective balance. However, if the anticipated affect does not 
imply any improvement or on the contrary threatens the maintenance of 
an already existing positive affective state, the probability of entering the 
market will decrease. This contrast between the positive and negative 
hedonic valence and present and future events is referred to as “entrepre-
neurial affective dissonance”.

According to goal-framing theory (Lindenberg and Steg 2007; 
Lindenberg 2008), human behaviour is guided by different goals and 
which goal will be activated in a particular situation will depend on the 
present environmental cues. A hedonic goal is a desire “to improve the 
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way one feels right now” (Lindenberg 2008). In this chapter the “hedonic 
goal” refers to the underlying desire that guides entrepreneurs’ behaviour 
in instances where the main motivation is to reduce the affective disso-
nance between present and future contingencies. Although a hedonic 
goal focuses on the present moment, prospective feelings related to a 
future state, such as fear, hope, and feelings related to the past, such as joy 
or sadness (Clore and Ortony 2000), are likely to intervene in the process 
of achieving the hedonic goal.

In addition to feeling good or better in the present, entrepreneurs are 
particularly focused on achieving strategic goals such as growing market 
share and/or entering new markets. Strategic goals are usually considered 
medium or long term (Lindenberg 2008); however, in an attempt to 
reduce affective dissonance, entrepreneurs may engage in impulsive 
behaviour in the present moment, such as entering a market too quickly. 
This relates to “affect-driven” motives, discussed earlier in this chapter. 
When entrepreneurs make fast, risky, market-entry choices without 
enough time to engage in more patient or economic-driven reasoning, 
they face the risk of being fully guided by their need to feel good. When 
hedonic goals are activated, individuals are willing to act on impulse 
(Lindenberg 2012).

These types of fast impulsive behaviours, such as taking unnecessary 
risks, will be more likely to emerge under negative mood states (Ashkanasy 
et al. 2002; Ashton-James and Ashkanasy 2008). This is coherent with 
prior research that has evidenced a higher sensitivity towards losses for 
individuals feeling positive affect (as compared to individuals in a neutral 
affect), which likely corresponds to an innate protective mechanism to 
maintain a pleasant affective state (Isen et al. 1988). Similarly, research 
has found that positive affect, as compared to neutral affect, reduces the 
chances of risk-taking in a high-risk bet, as compared to a low-risk bet 
(Isen and Patrick 1983). All these arguments point to the idea that entre-
preneurs are not only driven by a desire to maximize earnings in the 
medium or long term but also may follow a hedonic goal based on 
moment-to-moment affect, as a way to preserve their affective well-being 
in relation to the fate of their ventures.

There are a variety of different ways in which entrepreneurs could 
restore their affective dissonance. One way would be to use different cog-
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nitive strategies, such as de-attaching oneself from a past failure (Walsh 
2017). Based on the affect-as-infusion principle (Forgas 1995), past 
entrepreneurial failure experiences have the potential to trigger memories 
and thoughts related to a similarly unpleasant feeling, which influences—
in a mood-congruent manner—the immediate affect felt by entrepre-
neurs in the present moment. Explicit cognitive strategies such as 
engaging in the recall of positive memories or thoughts may also be used 
to improve one’s aversive affective state (Erber and Erber 2000). 
Interestingly, previous research has found that unnecessary risk-taking 
following a negative affective state may be reduced by giving individuals 
the possibility to engage in a cognitively demanding task—which has 
been shown to restore negative affect (Kim and Kanfer 2009). Recently it 
was highlighted that behaviourally engaging in different actions may be a 
promising way to regulate negative affective states in entrepreneurship 
(Cardon et al. 2012). For instance, Kato and Wiklund (2011) find that 
before market entry, in the pre-launch entrepreneurial stage, entrepre-
neurs feel a mixture of highly positive and negative affect and thus seek 
affirmation from others as a way to regulate their affect.

The conceptual model presented in this chapter helps to reconcile pre-
vious contradictory evidence between affect-congruence and incongru-
ence accounts. While positive mood may be related to overconfident 
patterns in entrepreneurship, such as innovation, new opportunity recog-
nition and exploitation, and risk-taking (Baron 2008; Foo 2011), nega-
tive affect may also translate into risk-taking action, such as impulsive 
market entry. Overconfidence itself can be understood as an affect-driven 
behaviour by which affective equilibrium is restored (Blanton et al. 2001). 
The idea that negatively valenced affect can equally result in approach 
tendencies directed to restore one’s threatened affective imbalance fits 
well with recent research on emotion and decision-making. According to 
appraisal theories on emotion in entrepreneurial settings (Welpe et  al. 
2012; Foo 2011), equally positive or negative emotions can trigger very 
different behavioural reactions (Lerner et  al. 2015). Specific appraisals 
related to particular emotions are one way to shed light on the complex-
ity of the relationship between affect and behaviour. However, there may 
be other possible contextual factors (Forgas and George 2001) that are 
worth understanding in relation to affective antecedents and conse-
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quences in entrepreneurship. The model presented in this chapter pro-
poses affective dissonance as one important factor that deserves future 
empirical investigation. In this regard, it would be important to analyse 
other potential contextual factors behind the activation of hedonic versus 
strategic goals in market entry.

9.3.7  The Case of Fear

Fear is an emotional response to a perceived threat. According to Mitchell 
and Shepherd, “not all fear of failure is created equal” (2011, p. 196). 
Individuals’ responses also vary—some may respond aggressively to the 
threat, others avoid facing the situation as a means of protecting oneself, 
whilst more still become paralyzed by the situation, known as the fight- 
flight- freeze reaction (Kreitler 2004; Gray and McNaughton 2000). A 
sense of fear can be motivating and propel entrepreneurial action (Morgan 
and Sisak 2016); however high levels of fear are considered an avoidance- 
orientated emotion, which can be debilitating and corrode motivation. 
Fear, in particular fear of failure, impacts entrepreneurial behaviour by 
reducing exploitation and minimizing the relationship between evalua-
tion and exploitation (Welpe et al. 2012). Fear of failure is the anticipa-
tion of a negative feeling; if the fear is too threatening to one’s self-esteem, 
and the possibility of stigma too great, entrepreneurs will avoid entering 
a market and putting themselves in harm’s way. Fear is a deep-rooted, 
evolved, primitive emotion, predating higher cognitive functions (Kish- 
Gephart et al. 2009) that results in avoidance behaviour; it reduces one’s 
ability to deal effectively with perceived threats, and it leads to pessimistic 
perceptions about risks and future outcomes (Lerner and Tiedens 2006; 
Maner and Gerend 2007; Kish-Gephart et al. 2009). When triggered, it 
can elicit an instant, non-conscious reaction (Öhman 2000, 2008), there-
fore resulting in impulse reaction rather than reasoned action. This is 
likely to be the case when the gap between present and anticipated affect 
is large.

Fear is often learned through indirect experiences such as observation 
and storytelling (Rachman 1990; Reiss 1980). It is a powerful emotion 
that influences perception, cognition, and behaviours in ways that are 
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still underappreciated in the current literature (Kish-Gephart et al. 2009). 
Attention to fear in organizational life has not developed in line with the 
“affective revolution” that has swept through organizational research 
(Kish-Gephart et al. 2009; Barsade et al. 2003; Brief and Weiss 2002). 
Cognitive appraisal theorists argue that discrete emotions (Izard and 
Malatesta 1987) involve a combination of primary and secondary apprais-
als (Roseman and Smith 2001; Kish-Gephart et al. 2009). Whereby pri-
mary appraisal relates to the individuals’ expectation of how their current 
situation will change due to the perceived threat and secondary appraisal 
is related to their belief that the outcome of the situation is uncertain or 
beyond their control (Kish-Gephart et al. 2009)—the threat is regarded 
as greater if it is perceived as being beyond their control. Such appraisals 
represent the importance and meaning an individual ascribes to a given 
threat/situation, and they occur with and without conscious awareness 
(Grandey 2008).

An individual’s response to threats in the environment comprises com-
plex sets of cognitive processes, including both the conscious and non- 
conscious; they may be instantaneous and considered. Perceived threats 
can induce a low-intensity fear (where threat is regarded as less severe and 
less immediate), sometimes referred to as anticipatory fear (Plutchik 
2003); it increases vigilance, environmental scanning, and behaviour that 
includes the narrowing of attention on possible threats (Kish-Gephart 
et al. 2009).

9.3.8  Attention and Opportunity Pursuit

One final dimension that impacts an individual’s ability to identify 
potential entrepreneurial opportunities, impacts an individual’s affective 
disposition, and influences motivation is attention. The business envi-
ronment provides a constant stream of competing issues vying for a 
decision- maker’s attention. One’s individual and social cognitions shape 
attentional processing, in addition to organizational provisions, such as 
rules, resources, norms, procedures, and structural channels. This array of 
tangible and conceptual scaffolds influences the distribution of decision- 
makers’ attention at any given time. Focusing one’s attention involves the 
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concentration of cognitive processes on a particular issue or set of issues. 
However, the channelling of consciousness indirectly implies the with-
drawal of attention from other aspects in order to deal effectively with the 
issue of concern (Ocasio 1997). The Attention-Based View suggests that 
attention, and its appropriate allocation to relevant activities, is the key 
factor in explaining why some can adapt to changes in the environment 
when others cannot (Tseng et al. 2011).

The two commonly acknowledged types of attention in the psychology 
literature are bottom-up and top-down attention, alternatively known as 
stimulus-driven and goal-oriented attention (Carrasco 2011; Corbetta 
and Shulman 2002; Pinto et al. 2013). In top-down processing (goal- or 
schema-driven), one is attending to a specific matter; information flows 
from higher to lower centres, engaging prior experiential wisdom and 
existing knowledge. On the other hand, with bottom-up processing 
(stimulus- or data-driven), one is receptive; the focus is directed by sen-
sory stimulation that captures one’s attention (Corbetta and Shulman 
2002).

Selective attention binds features of the perceptual environment into 
consciously experienced wholes (Treisman and Gelade 1980). There is a 
risk involved in only focusing on things that are relevant, because one can 
shut oneself off from everything else. One does not see the world as it is; 
rather one sees the world that one is looking for! One of the most popular 
takes on attention describes it as a bottleneck. According to this view, 
attention is the necessary mechanism that allows us to attend to the large 
amount of sensual input delivered to our mental apparatus. If one did 
not have this filter, the sheer volume of information would otherwise 
“overheat” the mind.

9.4  Attention, Affect, and Entry: 
A Conceptual Model

To summarize the elements presented in this chapter, and highlight their 
link to entrepreneurial behaviour, a conceptual model has been devel-
oped. The chapter began with an examination of affect and the different 
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ways it can influence behaviour. Firstly, affect-as-infusion theory, which 
sets forth the argument that past experiences create memories, which in 
turn generate feelings, and these can be triggered by subsequent similar 
events (e.g. a business failure experience causing an entrepreneur anxiety 
about restarting). Secondly, affect-as-information whereby specific emo-
tions can impact thought processes, such as an entrepreneur’s existing 
emotion being used as a valid source of information to guide subsequent 
behaviour. Thirdly, anticipated affect whereby an entrepreneur’s expected 
future feelings will influence their behaviour in the present day (e.g. 
imaging an ideal future where they successfully launch a new product 
could shape current behaviour in order to achieve this ideal future state). 
These three drivers shape an individual’s immediate affective state.

Attention is another factor, alongside affect, that impacts behaviour. 
For an entrepreneur to act on a particular opportunity, they must first 
notice and become aware of the opportunity. As previously mentioned 
individuals with ADHD have a broader attention span, linked to greater 
recognition of entrepreneurial opportunities. Attention is the channel-
ling of consciousness, and where an entrepreneur chooses to focus their 
attention is the object that will in turn impact their affect. This combina-
tion of affect and attention shapes the visibility and interpretation of 
internal and external threats.

Affective dissonance is the distance between one’s current and antici-
pated affect. The greater the distance between immediate and anticipated 
affect, the more likely one will preserve a positive affect or alternatively 
restore a negative one. This is driven by the need to achieve affective bal-
ance—one’s current self must align with one’s future self to a degree, and 
if the distance between current self and future self is too great, then there 
is a desire to reduce this distance. This makes the desired future state 
more achievable and realistic.

Entrepreneurial behaviour is core to our understanding of entrepre-
neurship, yet research progress is clouded by the fact that the majority of 
studies to date examine entrepreneurial behaviour through the lenses of 
economic rationality and for-profit venturing (Gruber and MacMillan 
2017). Within the general psychology literature, the influence of affect 
on behaviour has long been recognized; however this link tends not to 
permeate into studies on entrepreneurial behaviour. Recent literature in 
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neuroscience has identified a lower neural response to negative informa-
tion in overly confident or optimistic individuals (Sharot 2012)—traits 
usually found in entrepreneurs. Such studies point to the idea that there 
is a clearly differentiated cognitive-affective mechanism that gets acti-
vated when stakes are high, primarily related to self-protective mecha-
nisms. Figure 9.1 illustrates the way in which affect can impact behaviour 
using a conceptual framework. It highlights the relationships between the 
proposed variables and dimensions. Firstly an entrepreneur’s attention 
is channelled in a particular direction—due to an event, opportunity, 
market characteristics, and so on. The entrepreneur’s affect following 
identification of the event acts as a source of information (they are excited, 
fearful, worried), potentially triggering the affect-as-information mech-
anism. This affective reaction colours the event as either an opportunity 
or a threat, which in turn re-activates affectively similar cognitive mate-
rial through memory and past experiences (affective infusion). At this 
point the entrepreneur is confronted with a present state of immediate 
affect and greater the distance (in terms of positive and negative valence) 
between immediate and anticipated affects—in the hypothetical future, 
when imagining having entered (or not) the market—the more likely it 
will be for them to be motivated to preserve a positive affect or alterna-
tively restore a negative one. Thus, a key motivation, when making a 
market-entry decision, based on this model is the affective dissonance 
between present and future contingencies and a desire to reduce this 
dissonance.

Understanding affect enables a more encompassing picture of entrepre-
neurial behaviour to develop. Entrepreneurs’ affective reactions can be lever-
aged, as Hahn et al. (2012, p. 98) argue, “entrepreneurs should be particularly 
inclined to take advantage of their affective well-being to perform behaviors 
that benefit their businesses” (Hahn et al., 2012, p. 98). However, while 
some emotions are heralded as predictors of start-up behaviour (e.g. antici-
pated regret, Hatak and Snellman 2017), more often entrepreneurs’ behav-
ioural responses to emotions are heterogeneous (Shepherd et al. 2014). The 
conceptual model presented in Fig. 9.1 enables researchers to look beyond 
the rudimentary emotion-behaviour link to understand the source of the 
emotion in relation to the individuals’ information processing, affective 
reaction and anticipation, and attentional focus.
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Entrepreneurs’
Attention

Affect-as-information

Visibility of External Events
(opportunity vs. threat)

Immediate Affect

Affective Dissonance

Entrepreneurial
Behaviour

Affective Infusion Anticipated Affect

FuturePresentPast

Fig. 9.1 Conceptual model linking attention, affect, and behaviour

“entrepreneurs should be particularly
inclined to take advantage of their affective well-being to perform 

behaviours that benefit
their businesses”

9.5  Conclusions and Future Research 
Direction

Entrepreneurial behaviour is easily identifiable ex post, yet understanding 
its antecedents is more complex. This chapter examines the antecedent 
role of affect on entrepreneurial cognition and behaviour. The conceptual 
framework highlights the various elements of affect and the way in which 
they influence behaviour. The chapter specifically focuses on entrepre-
neurial behaviour; it builds on the emerging topics from the extant entre-
preneurship literature (mental health, Stephan 2018; Wiklund et al. 2018; 
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Hmieleski and Lerner 2016; emotion, Cardon et al. 2012; failure, Walsh 
and Cunningham 2016) to facilitate understanding beyond the black box 
of entrepreneurial behaviour. Whilst affect plays an antecedent role in an 
entrepreneur’s behaviour, other drivers such as context, experience, and 
attention are necessary to consider. Future research could operationalize 
the proposed conceptual model. Given the heterogeneity of responses to 
different emotional stimuli, it would be interesting to see more experi-
mental studies that evoke particular emotions in entrepreneurs through 
vignettes, music, or actual successes and stumbles and then ask them to 
perform particular decision-making tasks related to market entry. Such 
studies may also gather data on individuals’ characteristics and personality 
traits in order to gain a more comprehensive picture on the individual, in 
addition to situational affective aspects. Experiments would also help to 
rigorously differentiate between the effect of immediate affect and antici-
pated affect, in order to test if affective dissonance acts as a valid anteced-
ent and/or moderator of entrepreneurial behaviour, such as market entry.

For instance, there are many potentially different ways in which affect 
can impact entrepreneurial behaviour. Affect can indeed act as an ante-
cedent, as discussed in this chapter, but also a moderator. For example, 
many studies have found that overconfidence is detrimental for decision- 
making; however, affect may act as a moderator in this relationship, par-
ticularly in the high-uncertainty environments that entrepreneurs usually 
operate in. In fact, as mentioned earlier, overconfidence itself can be a way 
to regulate negative affective states (Blanton et al. 2001). Entrepreneurs 
tend to react personally to environmental cues, such as gains and losses. 
Positive and negative performance information may in turn affect their 
affective response (i.e. immediate affect). Based on the affective disso-
nance mechanism proposed, overconfident entrepreneurs may perform 
worse subsequent to a recent failure than those that feel especially happy 
or proud of a recent achievement. Future research along this vein, analys-
ing affective dissonance and how entrepreneurs may react to it, deserves 
empirical consideration. Furthermore, it would be also interesting to 
explore this potential phenomenon at the team level, by analysing how 
entrepreneurial teams’ with high confidence in their teams’ ability to 
achieve a goal (collective efficacy) react to different performance informa-
tion from the environment (e.g. competitors’ performance information).

 Entrepreneurial Cognition and Behaviour: The Antecedent Role… 



226

At an individual level, this chapter highlights the important role affect 
plays in entrepreneurial decision-making and subsequent behaviour. 
Entrepreneurs with a vacillating nature may stymie the impact of their 
volatility through planning and working with more affectively balanced 
individuals. Furthermore, in this era where the pursuit of happiness and 
positive affect is central, it is necessary to appreciate the utility of negative 
emotions. Negative emotions are adaptive, pragmatic, and favourable in 
particular contexts; they can protect the entrepreneur from poor decision- 
making or hasty market entry, and this needs to be appreciated and 
understood. Furthermore, understanding how negative emotion relates 
to anticipated affect appears to be a promising area for future research.

 Appendix

Emotions, in contrast to mood states, are more ephemeral and usually 
respond to a particular situation, person, or event, involving cognitive 
appraisal, and specific action tendencies towards the environment (Frijda 
and Mesquita 1994; Lazarus 1993). However, both moods and emotions 
are inherently related affective experiences. In fact, one of the elements of 
emotions is “core affect”—a vague feeling of pleasure or displeasure, 
which has been considered analogous to mood states (Russell and Barrett 
1999). In contrast to specific emotions, mood states may or may not 
always respond to a particular cause or stimulus (Weiss and Cropanzano 
1996) and have the potential to influence thought processes and action 
in a subtle way, even without our conscious awareness (Forgas and George 
2001). Generally speaking, mood states have been described as “feeling 
good” (i.e. positive mood) or “feeling bad” (i.e. negative mood) (Barsade 
and Gibson 2007).
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